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Using Exchange Traded Funds

The unique attributes and benefits of Exchange Traded Funds (ETFs) appeal to both 
institutional and individual investors.  Typically structured like unit trusts, but listed and 
traded on an exchange like stocks, ETFs are flexible trading and investment vehicles 
that can be used to help satisfy a number of critical investment needs.

ASSET ALLOCATION
Savvy investors are discovering what institutional investors have 
known for some time: asset allocation, not security selection, 
helps drive long-term investment results.  However, advanced 
asset allocation strategies have been difficult for many individual 
investors to implement, given the costs and asset size required 
to achieve proper levels of diversification.

The introduction of ETFs now offer investors a sophisticated 
tool to efficiently gain exposure to broad market segments, 
encompassing a wide range of asset classes, equity market 
capitalisations and sectors. This enables investors to build 
customised investment portfolios consistent with their financial 
needs, risk tolerance and investment horizon. It’s important to 
remember that diversification and asset allocation do not ensure 
a profit or guarantee against loss.

SAMPLE USES

STRATEGIC ASSET ALLOCATION
Research shows that a properly allocated portfolio is the most 
critical factor in explaining the difference in returns across 
portfolios.  The value of asset allocation has been witnessed at 
most during and after the global financial crisis.  

After an investor decides what its long term asset allocation will 
be, i.e. equities vs. fixed income vs. commodities, it can then 
utilise passive investment vehicles like ETFs to provide easily 
managed, low cost proxies for the broader asset markets.

CORE-SATELLITE STRATEGY
Investors can also use ETFs to achieve their core-satellite 
strategy by holding relatively stable and diversified investments 
as their “core” holdings to form a shock absorber and add 
“satellite” positions around their core investments in the hopes 
of generating alpha.    

Broad-based ETFs can be used as the core of an investment 
strategy and complemented with other style- and sector-specific 
ETFs or unit trusts funds. 

Sector-, commodity-based or other ETFs that track “satellite” 
asset classes can be used as a cost-effective and efficient 
complement to a “core” investment in a separately managed 
account, unit trusts or broad benchmark ETF.  

TACTICAL ASSET ALLOCATION
In today’s ever changing macro and geo-political environment, 
investors often need to make real-time adjustments to their 
long term asset allocation to reflect changing views on short 
term asset class performance.  ETFs provide a fast and efficient 
vehicle to access markets to help facilitate these tactical 
adjustments.  Investor can also unwind the positions just as 
easily as when they were first implemented, after the effects 
that motivated the tactical adjustment have run their course. 

FIGURE 1: A CORE-SATELLITE STRATEGY
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REBALANCING
As investors near retirement they may choose to position their 
investments more conservatively and opt for a higher yielding 
equity ETF such as the SPDR® MSCI Australia Select High Divi-
dend Yield Fund (ASX: SYI). Or if an investor would like 
additional diversification in high yield property related stocks 
they could employ the SPDR S&P®/ASX 200 Listed Property 
Fund (ASX: SLF). Or investors could simply opt to reduce their 
equity exposure altogether, which ETFs allow at any time. The 
targeted exposure and deep liquidity of ETFs allows for the 
simple implementation of periodic portfolio rebalancing. At its 
most basic level this will involve buying or selling ETFs, individu-
als stocks and bonds in relatively small amounts to re-establish 
the fund’s predetermined asset allocation and core-satellite 
positioning. Rebalancing for ETFs is as easy as buying or selling 
a few shares of stock however individual investors such as 
Self Managed Super Funds (SMSFs) that invest with managed 
investment schemes may find rebalancing more difficult 
because of restrictions and fees on short-term buying and 
selling of units.

As an example, a SMSF investor nearing maturity may want to 
reduce its holdings of large cap stocks opting for stocks of 
companies paying high dividends. If the investor had used a 
large cap equity managed investment scheme, the scheme 

may have a minimum holding period or apply fees for liquidating 
these positions. The SPDR S&P/ASX 50 Fund (ASX: SFY) that 
tracks the S&P/ASX 50 Index on the other hand has no such 
trading impediments making it an optimal vehicle for 
rebalancing large cap equity holdings. The institution could 
freely sell its investment in SFY and use the proceeds to buy 
SYI, for example.

TRANSITION MANAGEMENT
ETFs can provide a ready, liquid and low cost investment to 
help bridge the gap between two other investments. If an 
individual investor redeems from an external manager or some 
other investment, and plans to roll the proceeds into a new 
investment that it has not decided on yet, an ETF could be used 
as a temporary placeholder for those assets. An example of 
this transition management process could involve an institution 
choosing to reduce its large cap equity exposure in order to 
take advantage of opportunities it is seeing in the commercial 
real estate sector. After liquidating the fund’s equity holdings 
the fund then has the choice of immediately investing in an ETF 
such as SPDR S&P/ASX 200 Fund (ASX: STW) or SFY which 
will continue to hold its place in large cap equities, or it could opt 
to invest in SLF to approximate the returns of its new real estate 
investment until it can be finalised.

ABOUT SPDR® ETFS 
Offered by State Street Global Advisors, SPDR ETFs are a family of ETFs that provide investors with the flexibility to select 
investments that are precisely aligned to their investment strategy. Recognised as an industry pioneer, State Street Global 
Advisors created the first ever ETF in 1993—the SPDR S&P 500®, which is currently the world’s largest ETF.1 In 2001, SSgA 
introduced ETFs in Australia when it launched the SPDR S&P/ASX 200 Fund and the SPDR S&P/ASX 50 Fund. Currently, State 
Street Global Advisors manages approximately US$274 billion of ETF assets worldwide.2

For more information about our ETFs or how to invest, please call +612 9240 7600 or email info@spdrs.com.au.
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STATE STREET GLOBAL ADVISORS, AUSTRALIA, LIMITED
Level 17, 420 George Street  
Sydney, NSW 2000 

+612 9240 7600 
www.spdrs.com.au

1 Bloomberg, as of 31 December 2011.
2 As of 31 December 2011. This AUM includes the assets of the SPDR Gold Trust (approx. US$63 billion as of 31 December, 2011), for which State Street Global Markets, LLC, an affiliate of 

State Street Global Advisors serves as the marketing agent.

State Street Global Advisors, Australia, Limited (ABN 42 003 914 225) (“SSgA Australia”) is the holder of an Australian Financial Services Licence (AFSL Number 238276). SSgA Australia’s Responsible 
Entity, State Street Global Advisors, Australia Services Limited (ABN 16 108 671 441) (“SSgA, ASL”) holds an Australian Financial Services Licence (AFSL Number 274900) pursuant to Section 913B of 
the Corporations Act 2001. Registered office: Level 17, 420 George Street, Sydney, NSW 2000, Australia ∙ Telephone: +612 9240-7600 ∙ Facsimile: +612 9240-7611 ∙ Web: www.ssga.com.

The issuer of units in SPDR MSCI Australia Select High Dividend Yield Fund (ARSN 145 353 591), SPDR S&P/ASX 200 Listed Property Fund (ARSN 099 389 821), SPDR S&P/ASX 200 Fund (ARSN    
097 712 377) and SPDR S&P/ASX 50 Fund (ARSN 097 712 420) is SSgA, ASL.  A Product Disclosure Statement (“PDS”) for each of the Funds is available at www.spdrs.com.au. Investors should 
consider the PDS in deciding whether to acquire,  or continue to hold, units in an ETF.  An investment in the Fund does not represent a deposit with or liability of any company in the State Street 
Corporation of companies including State Street Bank and Trust Company (ABN 70 062 819 630, AFSL 239679) and is subject to investment risk including possible delays in repayment and loss of 
income and principal invested. 

No company in the State Street Corporation group of companies, including SSgA Australia, State Street Bank and Trust Company, SSgA, ASL and State Street Australia Ltd (ABN 21 002 965 200) 
guarantees the performance of the Fund or the repayment of capital or any particular rate of return, or makes any representation with respect to income or other taxation consequences of any 
investment in a Fund.

The information in this document is general information only and does not take into account your individual objectives, financial situation or particular needs. You should seek professional advice 
addressing your particular investment needs, objectives and financial circumstances before making an investment decision.

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.

“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 PDS for the applicable product.

Standard & Poor’s S&P Indices are trademarks of Standard & Poor’s Financial Services LLC.

“S&P” and “ASX”, as used in the terms S&P/ASX 50, S&P/ASX 200 and S&P/ASX 200 Listed Property, is a trademark of the Australian Securities Exchange (“ASX”) and Standard & Poor’s Financial 
Services LLC (“S&P”) respectively, and has been licensed for use by SSgA. 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. 

SPDR MSCI Australia Select High Dividend Yield Fund  is not sponsored, endorsed, sold or promoted by S&P Financial Services LLC, MSCI or ASX, and neither MSCI nor ASX assume any liability in 
connection with the administration, marketing or trading of the funds. MSCI and ASX make no representation regarding the advisability of investing in the Fund. 

MSCI Australia Select High Dividend Yield Index is a trademark of MSCI, Inc. (“MSCI”) and has been licensed for use for certain purposes by SSgA. SPDR MSCI Australia Select High Dividend Yield 
Fund is based on a custom MSCI Index and is not sponsored, endorsed, sold or promoted by MSCI, any of its affiliates, any of its information providers or any other third party involved in, or related to, 
compiling, computing or creating any MSCI Index. MSCI makes no warranties and bears no liability with respect to the Fund. MSCI has no responsibility for and does not participate in the management 
of the Fund assets or sale of the Fund shares. The PDS contains a more detailed description of the limited relationship MSCI has with SSgA.

These investments may have difficulty in liquidating an investment position without taking a significant discount from current market value, which can be a significant problem with certain lightly traded 
securities.  

Passive management and the creation/redemption process can help minimise capital gains distributions.  Frequent trading of ETFs could significantly increase commissions and other costs such that 
they may offset any savings from low fees or costs.
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