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SPECIAL INSTRUCTIONS:
Release Due Date - 9.23.16

Not all beta
is  created equal

Beta measures the volatility of a security or portfolio in comparison with the market as a whole.
Investing involves risks, including the potential loss of principal. There is no guarantee that a fund’s investment strategies will be successful. Large company 
stocks could fall out of favor. The stock prices of midsize and small companies can change more frequently and dramatically than those of large 
companies, and value stocks may decline in price. A portfolio concentrated in one industry or sector or that holds a limited number of securities may 
� uctuate more than a diversi� ed portfolio. Shares may trade at a premium or discount to their NAV in the secondary market, and a fund’s holdings and 
returns may deviate from those of its index. These variations may be greater when markets are volatile or subject to unusual conditions. Errors in the 
construction or calculation of a fund’s index may occur from time to time. Please see the funds’ prospectuses for additional risks.
John Hancock ETF shares are bought and sold at market price (not NAV), and are not individually redeemed from the fund. Brokerage commissions 
will reduce returns.
A fund’s investment objectives, risks, charges, and expenses should be considered carefully before investing. The prospectus 
contains this and other important information about the fund. To obtain a prospectus, contact your � nancial professional, 
call John Hancock Investments at 800-225-5291, or visit our website at jhinvestments.com/etf. Please read the prospectus 
carefully before investing or sending money.
NOT FDIC INSURED. MAY LOSE VALUE. NO BANK GUARANTEE. NOT INSURED BY ANY GOVERNMENT AGENCY.
Dimensional Fund Advisors LP receives compensation from John Hancock in connection with licensing rights to the John Hancock Dimensional indexes. Dimensional Fund Advisors LP does not sponsor, 
endorse, or sell, and makes no representation as to the advisability of investing in, John Hancock Multifactor ETFs.

John Hancock ETFs are distributed by Foreside Fund Services, LLC, and are subadvised by Dimensional Fund Advisors LP. Foreside is not af� liated with John Hancock Funds, LLC or Dimensional Fund Advisors LP. 
© 2016 John Hancock. All rights reserved.

We believe investors deserve more than the bigger-is-better approach 

behind most capitalization-weighted indexes. That’s why we’ve teamed 

up with Dimensional Fund Advisors, a company regarded as one of the 

pioneers in strategic beta investing. Each John Hancock Multifactor ETF 

seeks to track a custom index built on three decades of academic 

research into the factors that drive higher expected returns: smaller 

capitalizations, lower valuations, and higher pro� tability. It’s just the 

kind of research-driven innovation we look for as a manager of managers. 

We think it’s a better way to invest.

Discover our different approach at jhinvestments.com/etf.
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By Howard Moore

A
ssets continue to pour into 
exchange-traded funds, spurred 
by a combination of increased 
institutional buying, regulatory 
developments and rising inter-
est in fixed-income ETFs. Assets 

invested in ETFs and other exchange-traded 
products listed globally reached a record $3.34 
trillion at the end of July, according to research 
consultancy ETFGI, more than double their level 
just five years earlier (see Figure 1, page 3). U.S.-
listed ETFs and ETPs also reached record levels 
of assets at $2.37 trillion. 

“Investor confidence returned during July 
after the surprising result of June’s Brexit vote,” 
says Deborah Fuhr, ETFGI’s managing partner. 
The Standard & Poor’s 500 rose 3.7 percent, 
developed markets outside the U.S. gained 
5.1 percent and emerging markets were up 4.8 
percent.

Making a steamy July even more impressive, 
the first part of the year had actually seen tepid 
ETF flows, largely attributable to broad risk-
off sentiment across equities. “The equity ETF 
business was basically down for the first several 

months of the year, but fixed-income ETFs have 
seen record flows year-to-date,” says Martin 
Small, head of U.S. iShares at BlackRock. They 
are now close to $57 billion globally, with more 
than $600 billion in fixed-income ETF assets-
under-management globally. “It’s inspiring,” he 
says. “We’ve already surpassed year-to-date 
our full-year 2015 fixed-income ETF inflows by a 
considerable margin.”

New interest from institutional investors is one 
big driver, according to Small. “This year marks 
the acceleration of institutional ETF adoption 
from commercial airspeed to Mach 3,” he says. 
“Institutional investing has been a monster 
propellant of the ETF market this year.” 

Regulatory tightening is also focusing more 
attention on ETFs. Capital requirements and 
other costs of complying with Dodd–Frank and 
Basel III have made banks less willing to maintain 
large bond inventories, making it more difficult 
for investors to create a diversified portfolio of 
individual bonds. Bid–ask spreads have widened 
as well, making trading more expensive. But 
because fixed-income ETF volumes have risen, 
their spreads have narrowed. “The average 
bid-ask spread in the high-yield market is about 
150 basis points, while that of a high-yield 
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Assets invested 
in exchange-
traded funds have 
reached record 
highs—again. 
Investors are 
embracing 
low-cost, 
convenient ETFs 
to implement 
risk-off strategies, 
smart beta, ESG 
and more.
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ETF is about 3,” notes David 
Mazza, managing director and 
head of ETF and mutual fund 
research at State Street Global 
Advisors. That makes ETFs 
more attractive to many fixed-
income investors. “Purely from 
a trading and cost perspective, 
they’re much more efficient,” 
he says. 

Smart-beta ETFs
There was a time when 

ETFs were considered retail 
products; institutions utilized 

them only tactically, holding 
them for a day or two for cash 
equitization. “Now institutions 
are using them more 
strategically, they represent 
larger parts of the portfolio 
and they’re held for longer 
periods,” says Mazza. 

One reason is the rapid 
growth of U.S. equity smart-
beta ETFs, which saw roughly 
$13 billion in 2016 new 
investment through the end 
of August. As a transparent, 
passive investing framework, 
smart beta uses ETFs that 
are weighted in favor of 
investment factors, styles and 
themes rather than traditional 
market capitalization. “Smart 
beta is about tilting the odds 
slightly more in your favor,” 
says Steve Deroian, head of 
ETF strategy at John Hancock 
Investments. 

With equity markets 
experiencing high volatility 
over the past year, low-

volatility and dividend-factor 
ETFs have seen dramatic 
asset gains. “It’s notable 
because defensive smart-beta 
strategies gathered assets in 
U.S. equities while broad U.S. 
equities had outflows for at 
least the first half of the year,” 
says Small. This suggests 
greater adoption of smart 
beta based on track records of 
observed performance. “Smart 
beta is definitely meeting the 
needs of institutional clients.”

Such is the attraction 
that smart beta has lately 
accounted for most new 
ETF product development. 
Over the past year, John 
Hancock has launched a suite 
of multifactor smart-beta 
ETFs that combine value, 
size and profitability. When 
the portfolio is rebalanced 
semiannually, some stocks are 
retained that may not meet 
all the criteria as long as they 
exhibit positive momentum. 
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 Year 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 7/30/16

 Number of ETFs 281 289 335 451 725 1184 1614 1962 2471 3017 3319 3584 3957 4423 4692

 Number of ETFs and ETPs 296 304 365 507 888 1544 2238 2740 3611 4331 4704 5075 5547 6141 6486

 ETF Assets (in US$bn) 142 212 310 417 580 807 716 1041 1313 1355 1754 2254 2643 2870 3169

 ETF and ETP Assets (in US$bn) 146 218 319 426 603 857 774 1158 1478 1526 1949 2398 2784 2993 3343

Source: ETFGI data sourced from ETF/ETP sponsors, exchanges, regulatory filings, Thomson Reuters/Lipper, Bloomberg, publicly available sources and data generated in-house.

  Figure 1. Steady rise in ETF assets

“Smart beta is 
about tilting the 
odds slightly more 
in your favor.”
Steve Deroian, head of  
ETF strategy, John Hancock 
Investments
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“We’re working to build a 
better core product,” says 
Deroian. Each factor, such 
as size, value, quality and 
momentum, has a record 
of outperforming the broad 

markets over the long term, 
but combining them helps 
the fund to diversify, smooth 
returns and thus ride out 
periods of underperformance. 

 “Increasingly, investors 
are using smart beta as core, 
a complement to core and, 
in some cases, as satellite 
alpha strategies,” says 
Deroian. For example, smart 
beta can reproduce active 
managers’ factor strategies 
systematically, with potential 
outperformance over time and 
at lower cost. John Hancock’s 
smart-beta ETFs are based 
on investment principles 
developed by Dimensional 
Fund Advisors, with which the 
firm has worked on actively 
managed mutual funds for 
more than ten years. This 
underscores how smart beta 
can blur the lines between 
active and passive — an 

attractive quality for investors 
who have traditionally used 
active managers but more 
recently have been looking for 
passive solutions and lower 
fees. 

Risk protection and risk play
Smart beta is not the 

only area in which ETFs are 
expanding their repertoire. For 
example, many institutional 
investors now use ETFs as 
hedging vehicles in place 
of derivatives. Regulatory 
constraints on derivatives are 
one reason, but beyond this, 
market dynamics have made 
futures pricing more volatile. 
“There isn’t the surety of cost 
that you have in an ETF,” says 
Mazza. And even if ETFs do 
not provide the opportunity 
to use leverage, the total cost 
of ownership may still be less 
than for other vehicles. “This 
can be really powerful for 
investors.” 

The other side of the coin 
is the radical resurgence in 
risk appetite post-Brexit; in 
a reversal of the past two 
years’ trend, some of the 
largest investor flows have 
been to emerging-markets 
ETFs. “Through August of this 
year, there has been close to 
$16 billion of net new assets” 
pouring into these funds, 
Small notes. This reflects 
institutional use of ETFs as a 
means to gain rapid exposure 
and seize opportunities in 
attractively valued markets 
that require ease of entry. No 
longer do investors have to 
set up sub-custodial accounts 
in each market. “The ETF has 
truly transformed investors’ 
ability to access the world, 
and we’re seeing it in inflows,” 
Small says. 

Good done well
Another sector of the 

ETF market — small, but 
rapidly growing — is socially 
responsible investing (SRI) 
and the investing framework 

around environmental, 
social and governance 
principles (ESG). At one 
time, SRI strategies simply 
excluded undesirable 
categories of stocks such 
as tobacco or so-called sin 
stocks. Now they tend to be 
based on indexes weighted 
toward companies that 
follow a desired investment 
or operational policy. “Being 
more inclusive means more 
resilient investment results 
over time because you don’t 
end up with big biases in 
the portfolio,” says Mazza. 

SSGA recently launched 
several ESG ETFs with large 
institutional investors as 
seed partners. One, based 
on the S&P 500 Fossil Fuel 
Free Index, was created 
with the support of the 
Natural Resources Defense 
Council. Another, developed 
in conjunction with the 
United Nations Joint Staff 
Pension Fund, is based on 
the MSCI ACWI, reweighted 
toward companies with a 
lower carbon exposure than 
the broad market. A third is 
based on a diversified index 
of companies that promote 
gender diversity. 

“These can be considered 
core exposure because 
they are based on rebuilt 
and reweighted broad 
benchmark indices,” notes 
Mazza. The low-carbon 
fund especially underscores 
ETFs’ evolution into a more 
dynamic ecosystem in 
which an investment thesis 
embraced by a particular 
institution can be adapted 
to appeal to intermediaries 
and the retail market as 
well. Coupled with the rise 
of smart-beta funds and 
the increased use of ETFs 
to implement risk-related 
strategies, this suggests 
that ETFs may come to fulfill 
more and more of investors’ 
strategic needs in the years 
ahead. n
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“The average bid-ask 
spread in the high-yield 
market is about 150 basis 
points, while that of a high-
yield ETF is about 3.” 
David Mazza, managing director 
and head of ETF and mutual  
fund research, State Street 
Global Advisors

“The equity ETF business 
was basically down for the 
first several months of the 
year, but fixed-income ETFs 
have seen record flows year 
to date.” 

Martin Small, head of U.S. 
iShares, BlackRock
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Investing in GLD® allows investors to take advantage of gold’s historically low correlation to stocks and bonds.

Average daily dollar volume for GLD over the past three months was $1.38B as of 06/30/16. The second largest gold ETF had average daily dollar volume of 
$91.1M as of 06/30/16. Source: Bloomberg.

Diversifi cation does not ensure profi t or guarantee against loss.

There can be no assurance that a liquid market will be maintained for ETF shares.

Investing in commodities entails signifi cant risk and is not appropriate for all investors.

Important Information Relating to SPDR Gold Trust (“GLD”): 

The SPDR Gold Trust (“GLD®”) has fi led a registration statement (including a prospectus) with the Securities and Exchange Commission (“SEC”) 
for the offering to which this communication relates. Before you invest, you should read the prospectus in that registration statement and other 
documents GLD has fi led with the SEC for more complete information about GLD and this offering. You may get these documents for free by visiting 
EDGAR on the SEC website at www.sec.gov or by visiting www.spdrgoldshares.com. Alternatively, the Trust or any authorized participant will 
arrange to send you the prospectus if you request it by calling 1-866-320-4053.

SPDR is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”) and has been sublicensed by S&P Dow Jones Indices LLC 
(“SPDJI”and together with its affi liates and SPFS, “S&P”) for use by State Street Global Advisors. No fi nancial product offered by State Street 
Global Advisors, a division of State Street Bank and Trust Company, or its affi liates is sponsored, endorsed, sold or promoted by S&P. S&P makes 
no representation regarding the advisability of investing in such product(s) nor does S&P have any liability in relation thereto.

State Street Global Markets, LLC, Member FINRA, SIPC, One Lincoln Street, Boston, MA 02111

IBG-20148 Not FDIC Insured • No Bank Guarantee • May Lose Value

IN ALL MARKETS, 
DIVERSIFY YOUR PORTFOLIO WITH

Visit spdrs.com/gld

There’s opportunity
in complexity.SM

THE MOST LIQUID GOLD ETF
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