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WHAT ARE ETFS?
An ETF is a collection of securities that tracks, and is intended 
to represent, the performance of a broad or specific segment of 
the market (e.g. global market equities, small-, mid-, large-cap 
stocks, emerging markets, etc).

An ETF is similar to an index mutual fund , or unit trust,  but 
trades like a stock throughout the day. ETFs combine the 
features of index mutual funds with individual securities:

–– Like index mutual funds, ETFs allow investors to track more 

Fundamentals of Exchange Traded Funds

Exchange Traded Funds (ETFs) offer an approach to investing that combines instant 
diversification with trading flexibility and reduced expenses.

Global ETF GROWTH OVER LAST 19 YEARS
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Source: SSgA Strategy and Research, as of 30 September 2011.

Comparing ETFs to Individual Stocks and Mutual Funds

Trade 
throughout 

the day
Flexible trading 

options Track an Index Pricing Minimum investment

ETFs ■ ■ ■ Market Price No minimum required

Index Mutual Funds — — — Value (NAV) Minimums

Individual Stocks ■ ■ — Market Price No minimum required

Unlike a stock, Index ETFs and mutual funds are managed funds that follow a passive investment strategy, attempting to track the performance of an unmanaged index of securities. 
As a result, the Funds may hold constituent securities of the Index regardless of the current or projected performance of a specific security.
ETFs trade like a stock and will fluctuate in market value over the course of the trading day, unlike an index mutual fund. ETFs may trade at prices below or above the ETF net asset 
value. Buying shares of an Index ETF, similar to buying a stock, will typically involve brokerage commissions to which index mutual funds may not be subject. Frequent trading of ETFs 
could significantly increase commissions and other costs.

than hundreds of domestic and international indexes, including 
the the Straits Times index  and S&P 500®, as well as specific 
sectors or industries (e.g, utilities, technology, healthcare or 
gold). 

–– Like individual stocks, ETFs give investors the flexibility to buy 
and sell on the major stock exchanges throughout the day, at 
the market price. Like stocks, investors can place stop loss 
and limit orders on ETFs. They can even be bought on margin 
and sold short, subject to your broker’s terms and conditions.
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Talk To Your Financial Advisor

If exchange traded funds interest you, speak to your advisor 
to determine if you could benefit from incorporating ETFs in 
your investment plans.

Your advisor can help you analyze your current investments, 
risk tolerance, tax situation and time horizon, and then 
recommend strategies to help you achieve your goals.

THE POTENTIAL BENEFITS OF EXCHANGE TRADED FUNDS
DIVERSIFICATION. ETFs offer one of the easiest ways to diversify 
a portfolio, especially for investors who want to focus on a 
specific sector or industry. By virtue of being index investments, 
ETFs offer exposure to a particular market segment, helping to 
protect against the risk of a select number of individual stocks 
hurting an investor’s overall portfolio performance. It’s important 
to remember that diversification does not ensure a profit or 
guarantee against loss.

LOWER FEES AND EXPENSES. Because ETFs are passively managed, 
they typically have low management fees and operating 
expenses.

TRADING FLEXIBILITY. ETFs trade all day long, so investors can lock 
in the market value of the ETF anytime during the trading day. 
Because ETFs trade like stocks on an exchange, a wider range 
of techniques (short selling, stop loss and limit orders) can be 
used to take advantage of anticipated market movements. It’s 
important to keep in mind that frequent ETF trading, which 
typically occurs through a broker, can significantly increase 
brokerage commissions potentially washing away any savings 
from low fees or costs.

TRANSPARENCY. Investors have all the information they need to 
make informed investments—no strategy drift or black boxes to 
decipher. With ETFs, you know precisely which securities the 
ETF holds and what you’re invested in—there is no need to wait 
for the end of the quarter to review the fund’s holdings.

DEFINITIONS

FLEXIBLE TRADING OPTIONS
Ease and efficiency with which one can purchase a security. 
ETFs, like stocks, trade on an exchange and can be bought and 
sold at any point during trading hours at their current market 
value. Buy and sell orders for mutual fund shares are placed and 
transacted after the market close at the mutual fund’s closing 
market value, where the closing value is calculated at the end of 
the trading day.
Source: State Street Global Advisors ETFs: A Brief Introduction

INDEX DEFINITIONS

Straits time INDEX
The Straits Times Index (STI) is a capitalization-weighted stock 
market index that is regarded as the benchmark index for the 
Singapore stock market. It tracks the performance of the top 
30 companies listed on the Singapore Exchange. It is jointly 
calculated by Singapore Press Holdings (SPH), Singapore 
Exchange (SGX) and FTSE Group (FTSE).
Source: www.straitstimes.com/

S&P 500 INDEX 
The S&P 500 Index is an unmanaged index of 500 common 
stocks that is generally considered representative of the US 
stock market. The index is heavily weighted towards stocks with 
large market capitalizations and represents approximately two-
thirds of the total market value of all domestic common stocks. 
The S&P 500 Index figures do not reflect any fees, expenses or 
taxes. 
Source: www.standardandpoors.com
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STATE STREET GLOBAL ADVISORS SINGAPORE LIMITED

COMPANY REGISTRATION: 200002719D 
168 Robinson Road 
#33-01 Capital Tower 
Singapore 068912 
+65 6826 7500 
globalspdrs.com

1 	  Bloomberg, as of 30 September 2011.
2 	As of 30 September 2011. This AUM includes the assets of the SPDR Gold Trust (approx. US$64 billion as of September 30, 2011), for which State Street Global Markets, LLC, an 

affiliate of State Street Global Advisors serves as the marketing agent.

THIS MATERIAL IS FOR YOUR PRIVATE INFORMATION.

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSgA’s express written consent. 

This document is prepared by State Street Global Advisors Asia Limited and has not been reviewed by the Securities and Futures Commission. This document and the information contained 
herein may not be distributed and published in jurisdictions in which such distribution and publication is not permitted. Investment involves risk. The value of funds may fall or rise and 
past performances of the funds are not indicative of future performances. Distributions from the funds may be contingent on dividends paid on underlying investments of the funds and are 
not guaranteed. Listing of the funds on relevant stock exchanges does not guarantee a liquid market for the units and the funds may be delisted. Investors should read the relevant funds’ 
prospectuses for further details including the risk factors.

ETFs trade like stocks, are subject to investment risk, fluctuate in market value and may trade at prices above or below the ETFs net asset value. Brokerage commissions and ETF expenses will 
reduce returns. Frequent trading of ETFs could significantly increase commissions and other costs such that they may offset any savings from low fees or costs. Diversification does not ensure a 
profit or guarantee against loss. Asset Allocation may be used in an effort to manage risk and enhance returns. It does not, however, guarantee a profit or protect against loss. 

The SPDR® Straits Times Index ETF (the “Fund”) is not in any way sponsored, endorsed, sold or promoted by SPH Data Services Pte Ltd or Singapore Press Holdings Ltd (collectively “SPH”) or 
FTSE International Limited (“FTSE”). SPH and FTSE bear no liability in connection with the administration, marketing or trading of the Fund. No warranties, representations or guarantees of any 
kind are made in relation to the Straits Times Index (“STI”) or the Fund by FTSE or SPH. All intellectual property rights in the STI vest in SPH. 

“S&P” and “ASX”, as used in the terms S&P/ASX 50, S&P/ASX 200, S&P/ASX 200 Listed Property, S&P/ASX 200 Resources, S&P/ASX 200 Financials ex A-REIT and S&P/ ASX Small 
Ordinaries, are trademarks of the Australian Securities Exchange (“ASX”) and Standard & Poor’s Financial Services LLC (“S&P”) respectively, and has been licensed for use by State Street 
Global Advisors Australia Limited. SPDR products are not sponsored, endorsed, sold or promoted by S&P or ASX, and neither S&P nor ASX make any representation regarding the advisability of 
investing in SPDR products. You should consider the Product Disclosure Statement in deciding whether to acquire, or to continue to hold such products.

In general, ETFs can be expected to move up or down in value with the value of the applicable index. Although ETFs may be bought and sold on the exchange through any brokerage account, 
ETFs are not individually redeemable from the fund. Investors may acquire ETFs and tender them for redemption through the fund in creation unit aggregations only, please see the prospectus 
for more details.

The information provided does not constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an offer to sell a security. It does not 
take into account any investor’s particular investment objectives, strategies, tax status or investment horizon. You should consult your tax and financial advisor. All material has been obtained 
from sources believed to be reliable. There is no representation or warranty as to the accuracy of the information and State Street shall have no liability for decisions based on such information.

“SPDR” is a trademark of Standard & Poor’s Financial Services LLC (“S&P”) and has been licensed for use by State Street Corporation. STANDARD & POOR’S, S&P, SPDR and S&P 500 have 
been registered in many countries as trademarks of Standard & Poor’s Financial Services LLC and have been licensed for use by State Street Corporation. No financial product offered by State 
Street Corporation or its affiliates is sponsored, endorsed, sold or promoted by S&P or its affiliates, and S&P and its affiliates make no representation, warranty or condition regarding the 
advisability of buying, selling or holding units/shares in such products. Further limitations and important information that could affect investors’ rights are described in the prospectus for the 
applicable product. 

The whole or any part of this work may not be reproduced, copied or transmitted or any of its contents disclosed to third parties without SSgA’s express written consent.

© 2011 State Street Corporation. All Rights Reserved.

About SPDR® ETFs 
Offered by State Street Global Advisors, SPDR ETFs are a family of exchange traded funds that provide investors with the 
flexibility to select investments that are precisely aligned to their investment strategy. Recognized as the industry pioneer, 
State Street Global Advisors created the first ETF in 1993 – SPDR S&P 500®. which is currently the world’s largest ETF.1 SSgA 
introduced Singapore’s first local ETF when it launched the SPDR Straits Times Index ETF in 2002. Currently, State Street Global 
Advisors manages approximately US$244 billion of ETF assets worldwide.2 

For comprehensive information on our ETFs, visit us at spdrs.com.sg.


