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Exchange-traded funds (ETFs) have enjoyed spectacular growth since
they were launched almost 30 years ago. As well as being widely used
In the retail sector, ETFs are taking a growing share of investment
portfolios managed by professional investors. Find out the current
needs and future wants of these professional investors.



KEY TAKE OUTS

« J.P. Morgan Asset Management’s global ETF study was commissioned as part of

« The Global ETF Study 2019 reflects the feedback of 240 institutional investors
located around the world with responsibility for more than $14 trillion in assets
under management.

« The respondents represent a broad range of investors, from independent wealth
managers and discretionary fund managers through to private banks, fund of
funds and insurance companies, providing a detailed snapshot of current attitudes
towards ETFs from global professional buyers.

« Three quarters of respondents are already users of ETFs, rising to 85% in the US
and 88% in Europe, the Middle East and Africa (EMEA). ETF market penetration
among the professional investors surveyed is at 55% in both Latin America and
Asia Pacific, suggesting potential for growth in these regions.

our long-term commitment to help our clients build even more robust portfolios.
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ETF ALLOCATIONS OVER TIME

- Allocations to ETFs are set to increase, with respondents expecting to allocate 39%
of their portfolios to ETFs over the next two to three years, compared to 22% three
years ago.

« Equity ETFs will remain the largest allocation in portfolios, with exposure to equity
ETFs set to grow faster than other ETF asset classes over the next two to three years.

- US respondents have the highest allocations to ETFs, while the strongest increase in
allocations over the last three years has been in EMEA.

Q1. Approximately what percentage of your clients’ portfolios is allocated to equity ETFs, fixed
income ETFs, alternative ETFs, multi-asset ETFs or other types of ETF? Has this allocation
changed over the last three years and how will it change over the next two to three years?
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ETF INVESTMENT OBJECTIVES Q2. What are the key investment objectives when using ETFs?
(Multiple answers were allowed)

L . Top 3
« Cost control, liquidity and ease of trading are the top three reasons why respondents A
Cost control Liquidity Ease Diversification Control over Access vehicle Higher risk- Targeting
to the survey use ETFs. purposes of trading portfolio adjusted return Sustainable
exposure (e.g. Investment
. o . . . . sector exposure) (ESG, SRI,*
« Cost control is the main investment objective for US and EMEA investors, while ) ImtpaCtt)
. . e . . . .pe . . investments,
liquidity is most important for Asia Pacific respondents, and ease of trading is the
main objective for Latin American respondents. Global 48 g 7
. D|v.er5|f|ca‘t|on is also a key consideration, partmular!y in thfe us gnd Latin America, asia pacific [P m 300 _ m
while few investors currently use ETFs to meet sustainable investing targets. n=40
n =120

* ESG = Environmental, social and governance.
SRI = Socially Responsible Investing.
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PREFERRED ETF INVESTMENT STRATEGIES Q3. What do you consider to be your preferred investment strategy/approach when using ETFs?
(Scale 1-5, “don’t know” option not shown)

3% 63% 3% 8o

n=40

23%

United States

Active Neutral Passive Short-term Neutral Long-term Hedging Neutral Capital
investment investment investment investment growth
« Passive ETF strategies are most popular with the survey’s respondents, who also Global I I 18% I
overwhelmingly use ETFs to provide capital growth. n=240 oSk S o
- Active ETF strategies are most popular in the Asia Pacific region, while US -
respondents are most likely to use ETFs for hedging.
’ ! o Asia Pancjfjcoz 404 509 384 o 15% 15%
- In contrast to Asia Pacific, Latin America and EMEA, where ETFs are mainly used as
long-term investment strategies, US investors prefer to take a short-term approach. I I
23%
Latin America 3 5 133

=20 0% 0% 33% 8
249% 199
EMEA
N = 120 66% 33% 46%
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MOST IMPORTANT FACTORS WHEN TRADING ETFS Q4. What factors do you consider, or would you consider, when trading ETFs?
(Multiple answers were allowed)

Market volume Spreads Market impact Collateralisation ETF Securities
- Three quarters of respondents consider market volume when trading ETFs, while of ETFs Lending
bid-ask spreads are also an important factor.

_ . . ' Global 75%
« Almost all of US respondents take market volume into consideration when trading n =240

ETFs, while in EMEA, bid-ask spreads, collateralisation of ETFs and securities
lending are more important considerations than in other regions.

60% 35% 27% 25%

Asia Pacific 63%
n=40

60% 509% 20% 10%

 Market impact is a more important consideration for Asia Pacific and US investors
when trading ETFs.

Latin America 709%
n=40

50% 209% 8% 33%

United States 950
n=40

55% 509% 28% 23%

EMEA 749
n =120

65% 29% 36% 29%
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BIGGEST RISKS WHEN INVESTING IN ETFS Q5. What do you see as the biggest threats/risks of investing in ETFs?
(Multiple answers were allowed)

Liquidity issues Market Taxation Regulation Market
- Perhaps because respondents see the enhanced levels of liquidity provided as a key gggf%ﬂ?&g; distortion issues restrictions fragmentation
reason to use ETFs, they are also highly sensitive to any threats to ETF liquidity, with
two thirds of professional buyers citing liquidity issues under a major bear market as

a big risk of investing in ETFs. Glolgi! 67% 39% 23% 17% 15%
ns=
« Some investors may have worries that recent changes to market liquidity, such as
the greater use of automated trading systems and the rise of high-frequency trading, Asia Pacific 580, 400 200 10 134
have increased liquidity risks during periods of market stress. Liquidity concerns may n =40 . ’ ’ ’ ’

also explain why investors are focused on market volume and bid-ask spreads when

trading ETFs (see question 4). Latin America 73
%

n=40

30% 20% 25% O%

- The risk of market distortion is also a concern for four out of ten respondents, and
half of US respondents.

United States 5 it P 5 les
n=40
EMEA 70% 380 240 179% 229
n=120
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ETF ADVANTAGES Q6. What do you see as the biggest advantages of investing in ETFs?
(Multiple answers were allowed)

Fees / Costs Trading Transparency Continual shift Solution-based Constant ETFs Ability to use Superior
. . flexibility of holdings towards passive products product derivatives investment
« Fees/costs, trading flexibility and transparency are the top three advantages of investing innovation returns
investing in ETFs according to respondents to the survey. Glotz)% - 0 -~ 13
n=

« US respondents give increased weight to cost, trading flexibility and solution-based

. Asia Pacific - m m
products compared to respondents from other regions. n-10 M o8k 200 “
- Just under a quarter of respondents feel that ETFs help them make a general shift Lati"Am‘irjig 75% 58% 13% 10% m
to passive investing, while just under a fifth said that the constant innovation in ETF
n =120
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IMPACT OF TECHNOLOGICAL DEVELOPMENTS ON THE ETF INDUSTRY

« Professional buyers generally expect technological change to boost the existing
advantages of ETFs, with two thirds expecting new technology to lead to reduced
management fees and commissions, and nearly half expecting more cost-efficient
management structures and broader product ranges from ETF providers to emerge.

« New technology is also expected to lead to increased market liquidity by a third of
respondents, although only 18% expect technology to drive enhanced investment
performance.

« Respondents that do not currently use ETFs are generally less positive about new
technology than buyers of ETFs, with nearly a quarter of non users expecting
technological change to lead to greater market distortions, compared to 18% of ETF
users, while only 12% of non users expect technology to lead to increased ETF assets,
compared to 34% of ETF users.

Q7. What impact do you think technological development, such as automation, artificial
intelligence, machine learning and data analytics, will have on the ETF industry?
(Multiple answers were allowed)

Top 3
Reduced More cost- Broader Increased Increased Increased Greater market Enhanced
management efficient asset product market asset flows transparency distortion investment
fees / management range / offer liquidity into the performance
commissions structures industry

Global W&,
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THEMATIC ETFS Q8. What characteristics, if any, of thematic ETFs attract you the most?
(Multiple answers were allowed)

Top 3
Niche / subset Simplicity Potential return Flexibility and Impact / Potential Wide offer of
market exposure of concept from long-term customization Sustainable outperformance solutions /
structural investing / higher return strategies
« Thematic ETFs, which aim to benefit from long-term macroeconomic and structural trends
trends, are a potential growth area for the ETF industry.
P & y Glotz)% 43% 350 34 250 23% 23% 21%
n=

- According to the survey, investors are most attracted by the niche market exposure,

simplicity of concept and the potential return from long-term structural trends that ETF-User 484

. . =183
thematic funds provide exposure to. !

32% 32% 25% 26% 25% 23%

« Respondents who don’t currently use ETFs were more attracted by the simplicity Non-lr:szess 30% 445 40% 28% 14% 16% 16%
and potential return of thematic funds, while ETF users prefer the niche market
exposure provided. Asia Pacific 38% 45y 20% 30% 8% 18%
n =40

Latin America 43%
n =40

25% 45 18% 23% 30% 23%

2

United States [:05
n =40

28% 38% 40% 159% 30% 13%

EMEA 41%
n=120

37% 33% 28% 249 23% 25%
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ETF KNOWLEDGE Q9. What level of knowledge do you think your clients have about different types of ETF? (Scale 0-5;
0 =no knowledge and 5 = very knowledgeable; not knowledgeable % is total of 0, 1 and 2 scores)
% displayed is the % of clients who are felt to be not knowledgeable

United States [

53% 50% 55% 43% 48% 30%
n =40

EMEA N30
n =120

57% 529% 459 38% 249 26%

Alternatives Active Fixed Income ESG ETFs Active Fixed Thematic Active
Strategic Beta Alternatives Strategic Beta Income ETFs ETFs Equities ETFs
ETFs ETFs ETFs
« Respondents said that their clients have a relatively high level of knowledge of active Global
equity ETFs (43% of respondents think that their clients are very knowledgeable). n =240
- In contrast, just 8% of respondents think that their clients are very knowledgeable ETF-nu_sgg
about active alternative ETFs.
- Regionally, Asia Pacific respondents appear to have the most knowledgeable Non-lﬂzgjg
clients across most types of ETF, while Latin American respondents have clients
with particularly low levels of knowledge of alternative strategic beta and active Asia Pacific
alternative ETFs. n=40
il Bl NE e
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FUTURE ETF INTEREST

- The highest percentage of respondents (49%) think that their clients will be
interested in investing in active equity ETFs over the next two to three years, which
also corresponds to a relatively high level of perceived client knowledge in active
equity ETFs (see question 9).

« Thematic ETFs, and ETFs with an environmental, social and governance (ESG) focus,
are expected by respondents to receive a relatively high level interest from their
clients, in line with growing client knowledge shown in question 9.

« Respondents generally think that their clients will have a relatively low level of future
interest in alternative strategic beta, fixed income strategic beta and active alternative
ETFs—again reflected low levels of client knowledge recorded in question 9.

(scale 0-5; 0 = not interested, 5 = very interested; % interested score is total of 4s and 5s)

Global
n =240

ETF-User
n=183

Non-user
n=57

Asia Pacific
n=40

Latin America
n =40

United States
n=40

EMEA
n=120
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50%

47 %

60%

70%

40%
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38%

43%

23%

23%

30%

33%

48%

ESG ETFs

35%

36%

30%

40%

35%

18%

38%

Acive Fixed
Income ETFs

29%

28%

30%

35%

430

33%

21%
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Alternatives
ETFs

18%

14%

28%

30%

20%

13%

149

Fixed Income
Strategic Beta

15%

15%

12%

30%

8%

18%

11%

Q10. Which of the following types of ETF do you think your clients will be interested in over the next two to three years?

Alternatives
Strategic Beta

15%

13%

21%

30%

18%

12%

2
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METHODOLOGY

The Global ETF Study 2019 took place in late March to early April 2019, with
240 professional buyers in the United States, EMEA, Asia Pacific and Latin For further information please contact
America taking part. The participants were fund selectors at a range of your local J.P. Morgan Asset Management
financial institutions of varying sizes. The research was commissioned by
J.P. Morgan Asset Management and carried out by CoreData Research.

representative or visit jpmam.com/etf.

The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction, nor is it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to
participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or investment techniques and strategies set out are for information purposes only, based on certain assumptions and current
market conditions and are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production. This material does not contain sufficient information to
support an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make an independent assessment of the legal,
regulatory, tax, credit and accounting implications and determine, together with their own professional advisers, if any investment mentioned herein is believed to be suitable to their personal goals. Investors
should ensure that they obtain all available relevant information before making any investment. It should be noted that investment involves risks, the value of investments and the income from them may fluctuate
in accordance with market conditions and taxation agreements and investors may not get back the full amount invested. Both past performance and yield are not a reliable indicator of current and future results.
J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide. To the extent permitted by applicable law, we may record telephone calls and
monitor electronic communications to comply with our legal and regulatory obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance
with our Company’s Privacy Policy (www.jpmorgan.com/global/privacy). For further information regarding our local privacy policies, please follow the respective links: Australia (www.jpmorganam.com.au/wps/
portal/auec/PrivacyPolicy), EMEA (www.jpmorgan.com/emea-privacy-policy), Japan (www.jpmorganasset.co.jp/wps/portal/Policy/Privacy), Hong Kong (https://am.jpmorgan.com/hk/en/asset-management/per/
privacy-statement), Singapore (www.jpmorganam.com.sg/privacy) and Taiwan (www.jpmorgan.com/country/GB/en/privacy/taiwan). This communication is issued by the following entities: in the United Kingdom
by JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions by JPMorgan Asset Management (Europe) S.a r.l.; in Hong Kong
by JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited; in Singapore by JPMorgan Asset Management (Singapore)
Limited (Co. Reg. No. 197601586K), or JPMorgan Asset Management Real Assets (Singapore) Pte Ltd (Co. Reg. No. 201120355E), this advertisement or publication has not been reviewed by the Monetary Authority
of Singapore; in Taiwan by JPMorgan Asset Management (Taiwan) Limited; in Japan by JPMorgan Asset Management (Japan) Limited which is a member of the Investment Trusts Association, Japan, the Japan
Investment Advisers Association, Type Il Financial Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local
Finance Bureau (Financial Instruments Firm) No. 330”); in Australia to wholesale clients only as defined in section 761A and 761G of the Corporations Act 2001 (Cth) by JPMorgan Asset Management (Australia)
Limited (ABN 55143832080) (AFSL 376919); in Brazil by Banco J.P. Morgan S.A.; in Canada for institutional clients’ use only by JPMorgan Asset Management (Canada) Inc., and in the United States by J.P. Morgan
Institutional Investments, Inc. or JPMorgan Distribution Services, Inc., both are members of FINRA; J.P. Morgan Investment Management, Inc. or J.P. Morgan Alternative Asset Management, Inc. In APAC, distribution
is for Hong Kong, Taiwan, Japan and Singapore. For all other countries in APAC, to intended recipients only. Copyright 2019 JPMorgan Chase & Co. All rights reserved.
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