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During meetings with prospective clients, I am often surprised by how many people have 
little or no knowledge about Exchange Traded Funds.  Exchange Traded Funds or (ETFs) 
are one of  the fastest growing asset classes in the securities industry.  Today, in the 
United States there are 845 ETFs with assets of $542 billion. (Source: Investment Company 
Institute)   
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So why are investors flocking to this new investment vehicle?  The reasons are simple; 
lower cost, tax efficiency and excellent liquidity. Expense ratios for ETFs tend to be 
significantly lower than those of traditional mutual funds.  Annual fees can be as low as 
.09% of assets compared to the average mutual fund fees of 1.25%.  High expenses 
adversely affect your investment performance and should be avoided when at all 
possible.  Like higher expenses, taxes can also negatively impact investment 
performance.  Most ETFs are constructed to track Benchmark indexes, like the S&P 500.  
These funds typically buy and sell securities less often than actively managed funds, 
thereby decreasing the amount of capital gain distributions to the owners. With traditional 
mutual funds, shareholders purchase and redeem shares from the fund, which often 
results in capital gains distributions to all shareholders, even to those who continue to 
hold their investments.  Exchange Traded Funds are traded just like stocks on major stock 
exchanges.  They can be bought or sold throughout the trading day providing investors 
with instant liquidity.   



 
So why haven’t you heard more about ETF’s? Likely it is because one of the ways the 
fund companies maintain a lower cost structure is by reducing advertising and marketing 
expenses.  No glossy marketing brochures or catchy Madison Avenue commercials are a 
small price to pay for a better way to invest.  
 
ETFs are a class of mutual fund and as such fall under the same Securities and Exchange 
Commission rules as traditional mutual funds.  Stephens Capital Management offers our 
clients the advantages of ETF investing through our Asset Allocation and Advisory 
program.  If you are not participating in the fastest growing asset class in the world and 
would like more information please contact us at 800-732-6851. 
 
 
William Lee Tedford, Jr., an Executive Vice President of Stephens Inc. and Chairman of the Fixed Income Management Committee 
and Portfolio Manager of SCM, has developed and uses a proprietary model designed to forecast inflation.  The model reflects past 
and historical relationships of inflation to monetary base and oil prices.   The future behavior of inflation is influenced by many factors 
(many of which are themselves unpredictable) and will not necessarily continue to follow historical patterns.  The model, by itself, 
cannot guide an investor as to what securities should be bought or sold nor as to when to buy or sell. 
 
The investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may be worth 
more or less than their original cost.  Additional information is available upon request.  Past performance is no guarantee of future 
results.  You may obtain the most current month end performance data from your Financial Consultant or by calling 800-643-9691.  
The Asset Allocation and Advisory program is a managed program which involves investments in investment company securities 
including exchange traded funds.  You should carefully consider the investment objectives, charges, risks, fees and expenses of 
the investment company before investing.  The prospectus contains this and other information about the investment company.  
You can obtain a current prospectus from your Financial Consultant.  Please read the prospectus carefully before investing as 
it contains information about previously referenced factors and other important information. 
 
The aforementioned does not purport to be a complete description of the securities, markets or developments referred to in the 
material.  Information included in the material was obtained from internal and external sources, which we consider reliable, but we 
have not independently verified such information and do not guarantee that it is accurate or complete.  Such information is believed to 
be accurate on the date of issuance of the material and all expressions of opinion apply on that date of issuance of the material.  No 
subsequent publication or distribution of this material shall mean or imply that any such information or opinion remains current at any 
time after the stated date of the report.  We do not undertake to advise you of any changes in any such information or opinion.  We, 
our employees, officers, directors, and/or affiliates may from time to time have a long or short position in the securities mentioned and 
may sell or buy such securities. Neither Stephens Inc. nor its representatives provide legal or tax advice.  Due to the fact that each 
individual’s tax status may vary, please consult your tax advisor before making any decisions.  
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