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WisdomTree launched in 2006 with a novel idea—generate the alpha that investors expect from active mutual funds, but
in a better investment wrapper: ETFs.

Nearly 14 years later, ETFs have seen record inflows, but we believe the shift from mutual funds to ETFs will only accelera
te from here. Why? The ETF wrapper offers many advantages to investors over mutual funds, including:

1. Tax Benefits . When portfolio managers make changes in a mutual fund, those changes create taxable events for
its investors. In some cases, shareholders of a mutual fund can get hit with a capital gain tax even when the mutual
fund has negative performance. This is not the case for ETFs. In most cases, when you buy an ETF the applicable
taxes are based on the price difference between the times exchange-traded fund shares are bought and sold.

2. Simplicity. ETFs have no paperwork. You simply buy or sell the ETF like a stock—one price with one easy
transaction. Mutual funds require paperwork and typically have a short waiting period before your money is
invested.

3. Cost Effectiveness. On average, ETFs have lower expense ratios than mutual funds. In fact, according to ICI, in
2018 the average active mutual fund still charged around 2.5 times more than the average ETF.¹

4. Transparency. ETFs show their underlying holdings every day, while mutual funds only show their holdings at the
end of the quarter. During market volatility, it is important to know what you own.

5. Liquidity. ETFs can be bought and sold throughout the day like a stock. Mutual funds, on the other hand, can only
be bought and sold at the end of the day. In volatile markets, ETFs can be a great tool to establish positions
quickly. Also, there is no barrier to exit ETFs. In contrast, certain class shares of mutual funds may have redemption
fees.

With all the benefits of the ETF structure, it’s no wonder investors put more money into ETFs than mutual funds in 2019.²

The great news is that when you marry the advantages of the ETF structure with WisdomTree’s Modern Alpha®

approach, you have the potential to outperform.

With the recent volatility in the markets, now is a great time to consider switching from mutual funds to ETFs.

 

 

¹Source: “Trends in the Expenses and Fees of Funds,” ICI Research Perspective, 2018. Ordinary brokerage commissions
apply.
²Source: “Breaking down a record year for ETFs,” Investment Executive, 2020.

Important Risks Re lated to th is Art ic le   

Neither WisdomTree Investments, Inc., nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax
advice. All references to tax matters or information provided in this material are for illustrative purposes only and should
not be considered tax advice and cannot be used for the purpose of avoiding tax penalties. Investors seeking tax advice
should consult an independent tax advisor.

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
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performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.

WisdomTree BLOG ARTICLE

WisdomTree.com  1-866-909-WISE (9473)

https://wisdomtree.com/-/media/7ae44b76bd3149b4a55e58a7694530b1.ashx
https://www.wisdomtree.com/investments/blog/2020/05/01/5-reasons-to-consider-switching-from-mutual-funds-to-etfs


IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Alpha  : Can be discussed as both risk-adjusted excess return relative to a specific benchmark, or absolute excess return
relative to a benchmark. It is sometimes more generally referred to as excess returns in general.

Actively managed mutual funds  : Investment strategies that are not designed to track the performance of an underlying
index.

Capital gains  : Positive difference between the sale price of an asset and the original purchase price.

Volatility  : A measure of the dispersion of actual returns around a particular average level.&nbsp.
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