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The Great Race:

E'TFEs vs. Funds (e

New Opportunities for Indexing
Complicate Investors’ Choices;
Picking the Right Market ‘Slice’

By Eikasos Lause

NE OF THE SIMPLEST strategics

for socking away savings-—buy-

ing inbocan “imdex” fund

that simply tries 1o mateh

the porformunce of, suy,
L BEF B0 = petting trickicr,

Currently mearly 107 of afl Jong-
term mebwal-Nod ety ae in index
funds. and little wonder: Nof only are
the fees Jow, but the indexes thiey Louck
usually have long, reassuring performn:
ance reconde - something investors  find
COMEOrTIg.

Hard fn the pasl few years a racy newoomer,
axchange-traded fumds, have started opening
up  significant new | Investinenot alzilepies.
While ETEs hetuve mach ke braditional ingox
mutnil fonds, they have key differences. The
mialn-one: Unlike mishieal funds, they trade on
an exchange, just ke & slock,

As i result of the boom, meem=and-pop inves-
BOFS e Fm.mmg B R e B WITay il
diffesent exchangedraded index funds. This
Fear alowe, oamsy Lan 30 mew ETES hione
been lannehed, tricking everyvthing from
clean-energy stocks. 1o the nanosch
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Avtording o Boston-hased Fi .
nancial Research Corp., BTF: now
aceoutl Tor noewrly one-thisd of all as
sets devoled bo so-palled passive investing
(@ term for investments like index funds), up from
¥ In 200, In less tham thees years. the tatal
mimber of ETFS has jumped neardy 709, L 155,
while the mumber of index funds has remained
relatively Ml ETFs have even slared popping op
I AUILR) plins.

A key driver in the populirity of ETFs is the
Cuibure By many mutual-fusd mansgess to et

the: market for extended persods of time, eyven {5
they collect: bip management fees, Instead, rmany
ddvisers have lurned o8 strateey of Kwer-oost
imdex funds, and Inereasingly, KT

ETF's rising attractiveness also stems from
hee mutual-hmd trading scandals of recent vears.

Traditional mutial funds are priced only onee o

day, after the market chees—anwd some sgd-fine

Iraders e strategies designed Lo peofit fram The

facl thal prices could gel outof date.  Hecanse

ETFs wre priced HEe stocks, meaning they trade
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