
ETF Liquidity Sources

Why You Could Benefit from Intraday Liquidity

THREE KEY BENEFITS OF ETFs BEING EXCHANGE-LISTED 

ETFs CAN SHINE IN STRESSFUL MARKETS
The exchange gives the underlying asset class another venue to trade on without having to transact in the underlying 

securities. The exchange listing not only augments the liquidity profile of an ETF, but it also provides a liquidity buffer 

in times of crisis.

ETFs ARE TAX-EFFICIENT
This is due to two factors: the ability to create and redeem through the in-kind mechanism, and the ability to trade on 

exchange. The in-kind mechanism gives portfolio managers more control over their tax lots. The ability to trade on 

exchange allows shares of the ETF to be passed back and forth without necessarily creating turnover in the underlying 

portfolio, which reduces the opportunity to create capital gains.

ETFs TRADE AT LOWER COST
By being exchange-traded, ETFs can trade at a lower cost than the aggregate of the individual underlying holdings if 

each were traded separately. These cost savings are passed to the ETF holder in the form of tighter bid/ask spreads 

and lower overall trading costs.
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Another Dimension:  
Shares traded on exchange don’t 

always translate into trading within 
the fund—saving money, taxes and 

providing a liquidity buffer.
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Liquidity:The degree to which an asset or security can be bought or sold in the market without affecting the asset’s price. Liquidity is characterized 
by a high level of trading activity. Assets that can be easily bought or sold are known as liquid assets.

Average daily volume (ADV): Average dollar amount traded over the course of a single trading day.

In-Kind Mechanism: The process of exchanging a basket of assets for ETF shares.

Turnover: the percentage of a portfolio that is sold in a particular month or year. A quick turnover rate generates more commissions for trades 
placed by a broker.

Bid/Ask Spread: This is essentially the difference in price between the highest price that a buyer is willing to pay for an asset and the lowest price 
for which a seller is willing to sell it.

Investors should carefully consider the investment objectives, risks, charges and expenses of the Funds before investing. 
To obtain a prospectus containing this and other important information, please call 866.909.9473, or visit WisdomTree.com 
to view or download a prospectus. 

Investors should read the prospectus 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 or sector and/or Funds that emphasize investments in smaller companies may experience greater price volatility. 
Emerging market, currency, fixed income and alternative investments include additional risks. Due to the investment strategy of certain Funds, 
they may make higher capital gain distributions than other ETFs. Please see prospectus for discussion of risks

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. 

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