


EXCHANGE TRADED FUNDS
PRICING, PERFORMANCE & PRICE 

DISCOVERY
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Benefits of ETFsBenefits of ETFs

Diversification

Liquidity Transparency

Trading Cost-
flexibility effective
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AgendaAgenda

Examine the differences between the two ETF pricing methodologiesp g g
Net asset value (NAV)
Daily closing price on exchange

Discuss the appropriate metric to calculate the performance of an ETF

ETF price discoveryETF price discovery
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Market hours of the underlying securities of 
international ETFs (AEST)international ETFs (AEST)

Australia 
(AEST) 4AM 5AM 6AM 7AM12AM 1AM 2AM 3AM8PM 9PM 10PM 11PM4PM 5PM 6PM 7PM12PM 1PM 2PM 3PM8AM 9AM 10AM 11AM

Australian ETFs Trade

Asian Securities Trade

European Securities Trade

Nth American Securities Trade
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Source: BlackRock & Bloomberg



NAV return difference versus index (in AUD) 
for iShares S&P 500 (IVV AU)for iShares S&P 500 (IVV.AU)
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Source BlackRock & Bloomberg
NAV return difference



NAV return difference versus index (in AUD) 
for iShares S&P Global 100 (IOO AU)for iShares S&P Global 100 (IOO.AU)
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Source: BlackRock & Bloomberg
NAV return difference
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The NAV pricing comparisonThe NAV pricing comparison

The daily NAV performance of these ETFs is almost identical to that of theirThe daily NAV performance of these ETFs is almost identical to that of their 
indices

These ETFs have performed in line with expectations replicating the dailyThese ETFs have performed in line with expectations, replicating the daily 
returns of their stated benchmarks through time

This is the best way to compare ETF performance v the indexThis is the best way to compare ETF performance v the index
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Daily closing price return difference versus 
index (in AUD) for iShares S&P 500 (IVV AU)
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index (in AUD) for iShares S&P 500 (IVV.AU)
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Source: BlackRock & Bloomberg
Closing price return difference



Daily closing price return difference versus index 
(in AUD) for iShares S&P Global 100 (IOO AU)(in AUD) for iShares S&P Global 100 (IOO.AU)

15%

9%

12%

3%

6%

-3%

0%

12%

-9%

-6%

-15%

-12%

31-Oct-
07

31-Jan-
08

30-Apr-
08

31-Jul-
08

31-Oct-
08

31-Jan-
09

30-Apr-
09

31-Jul-
09

31-Oct-
09

31-Jan-
10

30-Apr-
10

10
FOR LICENSED PROFESSIONAL USE ONLY – NOT FOR PUBLIC DISTRIBUTION

Source: BlackRock & Bloomberg
Closing price return difference

07 08 08 08 08 09 09 09 09 10 10



Do the short term price differences impact 
long term performance?long term performance?

Differences in value might appear to be a source of tracking errorDifferences in value might appear to be a source of tracking error

These ETFs have historically tracked their benchmarks very closely since 
inceptioninception

This is regardless of the valuation methodology used
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IVV has historically tracked its benchmark 
very closely since inceptionvery closely since inception
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Source: BlackRock & Bloomberg

Index NAV AU Daily Price



IOO has historically tracked its benchmark 
very closely since inception
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Index NAV AU Daily Price

Source: BlackRock & Bloomberg



EXCHANGE TRADED FUNDSEXCHANGE TRADED FUNDS
PRICE DISCOVERY
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Price behaviour of IVV.US - 3rd May 2010 to 
7th May 2010
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Source: BlackRock & Bloomberg



Price behaviour of EEM.US - 3rd May 2010 to 
7th May 20107th May 2010
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Source: BlackRock & Bloomberg
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ETFs allow (almost) continuous market access
iShares S&P 500

ETFs allow (almost) continuous market access

Australia 
(AEST) 8AM 9AM 10AM 11AM 12PM 1PM 2PM 3PM 4PM 5PM 6PM 7PM 8PM 9PM 10PM 12AM 2AM 3AM 4AM 5AM 6AM 7AM1AM11PM

IVV.AU  

IUSA.LN 

IVV.US 

iShares MSCI Emerging Markets
Australia 
(AEST) 8AM 9AM 10AM 11AM 12PM 1PM 2PM 3PM 4PM 5PM 6PM 7PM 8PM 9PM 10PM 12AM 2AM 3AM 4AM 5AM 6AM 7AM

IEM.AU 

11PM 1AM

IEEM.LN 

EEM.US
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Price behaviour of IVV.US, IUSA.LN & IVV.AU 
- 3rd May 2010 to 7th May 2010- 3rd May 2010 to 7th May 2010
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Source: BlackRock & Bloomberg



Price behaviour of EEM.US, IEEM.LN & IEM.AU 
- 3rd May 2010 to 7th May 2010
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ConclusionConclusion

Over the long term, all ASX listed iShares ETFs studied all track index 
performance very closely since inception

Over shorter periods differences between daily ETF price return on 
exchange relative to the underlying index were often exhibited 

These differences derive from price discovery and market access when the 
underlying securities are not tradingy g g
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Phenomenal global growthPhenomenal global growth

Global ETF assets hit US$1,032.3 bn at the end of Q4 2009
Over 1,900 ETFs with over 3,700 listings 109 providers on 40 exchanges 
throughout the world
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throughout the world 

Source: Global ETF Research & Implementation Strategy Team, Blackrock, Bloomberg. Data as at end December 2009.



2009 US ETF trading highlights *2009 US ETF trading highlights 

7 of the top 10 most actively traded US equities were ETFs

ETFs represented approx 30% of the total US equity dollar volumeETFs represented approx. 30% of the total US equity dollar volume

iShares represented 7% of total US equity market volume

iShares ETF trading volume in 2009 was 98.4 billion shares / $3.7 trillion
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* Source: US iShares Trading Strategy Report as of 31 December, 2009  



SMSFs have clear preferences forSMSFs have clear preferences for…

Listed exposures which are much more easily accessed, bought and soldListed exposures which are much more easily accessed, bought and sold

Inexpensive products in terms of entry, exit and ongoing costs

Transparent products which do what they say on the tin

No or low commissions

Limited scope of disappointment relative to the promisep pp p
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Source: TRIA Investment Partners



Reasons for such phenomenal growthReasons for such phenomenal growth

Diversification

Liquidity Transparency

Trading
flexibility

Cost-
effective
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For more information, visit

www.iShares.com

Education Center Watch, listen, get credit

Product Information Holdings, price and return information

Document Library Client presentations and materials

Tools & Charts Portfolio modeling tools and reports

1-800-iShares
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FOR LICENSED PROFESSIONAL USE ONLY: NOT FOR PUBLIC DISTRIBUTION
Before investing in an iShares fund you should carefully consider the appropriateness of such products to your circumstances readBefore investing in an iShares fund, you should carefully consider the appropriateness of such products to your circumstances, read 
the applicable Australian prospectus available at iShares.com.au and consult an investment adviser.  
This presentation has been issued by BlackRock Asset Management Australia Limited ABN 33 001 804 566, AFSL 225 398 (“BAMAL”), the 
local agent and intermediary for iShares (iShares Inc ARBN 125632 279 formed in Maryland, USA; iShares Trust ARBN 125 632 411 organised 
in Delaware, USA. The liability of shareholders is limited) and is intended for financial advisers/ wholesale clients, not retail clients, as defined by 
the Australian Corporations Act 2001.
It is for educational purposes only, and does not constitute general or personal financial product advice. In preparing this presentation, BAMAL 
has not taken into account the investment objectives financial situation and needs of any particular investor - it is not a recommendation tohas not taken into account the investment objectives, financial situation and needs of any particular investor it is not a recommendation to 
invest in an iShares fund. Certain information included in this presentation may have been taken from trade and other sources BAMAL considers 
reliable but does not guarantee as such. Unless otherwise stated, any opinions expressed, analysis and assumptions made in this presentation 
reflect BAMAL’s judgment as of the date of this presentation and are subject to change.
This presentation relates to iShares funds quoted on ASX but may also refer to iShares funds not currently available within Australia and 
therefore are not regulated by the Corporations Act 2001 (the Act). Trades on ASX in the shares of an iShares fund are settled using CHESS 
Depositary Interests (“CDIs”).
BlackRock Fund Advisors (“BFA”) serves as an advisor to the iShares funds that are registered with the United States Securities and ExchangeBlackRock Fund Advisors ( BFA ) serves as an advisor to the iShares funds that are registered with the United States Securities and Exchange 
Commission under the Investment Company Act of 1940. BFA is a subsidiary of BlackRock Institutional Trust Company, N.A (“BTC”). BAMAL 
and BTC and are wholly-owned subsidiaries of BlackRock, Inc. (“BlackRock”).
An investment in an iShares fund involves investing in international markets. In addition to the normal risks associated with investing, 
international investments involve the risk of losing all or part of any capital from unfavourable fluctuations in currency values, from differences in 
generally accepted accounting principles or from economic or political instability in other nations. An investment in an emerging markets also 
involve heightened other risks such as increased volatility and the possibility of lower trading volume. Payment of dividends is not guaranteed. 
Unfavourable fluctuations in exchange rates may impact the value of any dividends payable.Unfavourable fluctuations in exchange rates may impact the value of any dividends payable. 
Shares of an iShares fund trade on an exchange at market price (not net asset value (“NAV”)). 
Shares may only be redeemed directly from an iShares fund by persons or entities in the US that are “Authorised Participants”, in very large 
creation/redemption units. Transaction costs are incurred when buying or selling shares of an iShares fund on the ASX and brokerage 
commissions if such trades are done through a broker.
The performance of an iShares fund is not guaranteed by any foreign or Australian regulatory or depositary institution, or any BlackRock entity. 
Past performance is not a reliable indicator of future performance.
An iShares fund is not sponsored endorsed issued sold or promoted by the provider of the index which a particular iShares fund seeks toAn iShares fund is not sponsored, endorsed, issued, sold or promoted by the provider of the index which a particular iShares fund seeks to 
track. No index provider makes any representation regarding the advisability of investing in the iShares funds. 
©2010 BlackRock Asset Management Australia Limited. All rights reserved. iShares® is a registered trademark of BlackRock Institutional Trust 
Company, N.A. All other trademarks, servicemarks or registered trademarks are the property of their respective owners. 
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