
Exchange Traded Funds }{
An exchange traded fund, or ETF, is a portfolio of securities constructed to track the performance 
of a market index such as the S&P 500 or the Dow Jones Industrial Average, or a particular in- 
dustry or market sector such as health care companies or technology stocks. It is often easiest to 
understand ETFs by way of comparing them to their better-known counterparts, mutual funds. 

Like mutual funds, ETFs allow you to invest in a broad array of companies through a single purchase 
point: the share of the ETF. However, unlike a mutual fund, ETFs are typically not actively managed—
they do not attempt to outperform the index but rather “passively” match its performance. Passive 
management typically makes an ETF less expensive, both to run and to invest in, than mutual funds. 
(Note that in some cases, particularly for investors who might contribute to the fund several times a 
year through dollar-cost-averaging, ETF transaction fees will erode such savings.) 

ETFs are not required to pass on capital gains to shareholders, and can therefore provide a cost-
effective and tax-efficient method of obtaining portfolio diversification. In addition, shares of 
ETFs must be purchased through a broker, but they trade like stocks and can be purchased on 
the stock market rather than through a fund company. Unlike mutual funds, which are priced once 
a day, pricing of ETF shares is determined by the market, and investors can trade shares at any 
time throughout the trading day.

Though mutual funds and ETFs each have their distinct advantages, it is important to note that 
both can be very effective tools in constructing a portfolio to meet your objectives. 

Continued on next page
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Securities and advisory services offered through Cetera Advisors LLC (doing insurance business in CA as CFGA Insurance Agency), mem-
ber FINRA/SIPC. Investments are: • Not FDIC/NCUSIF insured • May lose value • Not financial institution guaranteed • Not a deposit • 
Not insured by any federal government agency. Advisory services may only be offered by investment adviser representatives in conjunction 
with the firm advisory services agreement and disclosure brochure as provided.

Investors should consider the investment objectives, risks, charges and expenses of the funds carefully before investing. 
The prospectus contains this and other information about the funds. Contact Cetera Advisors at 720.509.2400 to obtain 
a prospectus, which should be read carefully before investing or sending money.

Investing in exchange traded funds is subject to risk and potential loss of principal. There is no assurance or certainty that 
any investment or strategy will be successful in meeting its objectives. The fund yield, share price, and investment return 
fluctuate so that you may receive more or less than your original investment upon redemption.



Benefits of Exchange Traded Funds

 ϩ  Diversification—Exchange traded funds provide diversification by investing in a wide range of 
securities, which can limit risk by “not putting all your eggs in one basket.”

 ϩ  Low Cost—With ETFs, you pay lower management fees because index tracking is less costly than 
active management.

 ϩ  Intra-Day Trading—Shares of ETFs trade like stocks and are priced throughout the day, so they can
be bought and sold above or below the net asset value.

 ϩ  Transparency of Portfolios—Mutual funds typically report their holdings quarterly, but most ETF 
portfolios are published daily, giving you greater clarity on the underlying investments held within  
the portfolio. 

 ϩ  Tax Efficiency—When shares of a mutual fund are redeemed, mutual fund managers may be 
forced to liquidate holdings to meet redemptions and distribute any excess capital gains from 
those transactions to shareholders, triggering a taxable event. Since shares of ETFs are traded in  
the market to other investors, an exchange of shares does not require the ETF to liquidate any 
part of the portfolio. Also, as ETFs are designed to track benchmarks, they generally exhibit lower 
turnover than actively managed funds, which can result in greater tax efficiency for you.
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Please see other side for additional information and important disclosures concerning exchange traded funds.
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