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Outline
• Exchange Traded Products (ETP) – ETFs, ETPs and UITs
• ETF Basics – Structure, Costs, Replication and Features
• Considerations When Selecting an ETP
• ETPs In Multi-Asset Portfolios
• Tactical/Theme ETPs to Enhance Returns
• Simple Option Strategies for Stocks and ETFs
• Current Market Outlook and Positioning  
• Available Research



ETF Growth



U.S. Funds



International Funds



ETP Basics - Structure

• ETF – Exchange Traded Funds

• ETN – Exchange Traded Notes

• UIT – Unit Investment Trusts



ETF - Development

• Follow an Index – Fundamental, Technical, Style, Capitalization, 
Regional, and Country

• ETF Sponsor creates the ETF

• Creation/Redemption of Shares by Authorized Participants (AP)

• Passive, Active, and Pseudo-Active



ETF Replication



ETF Features
• Intraday Trading (Mutual funds at end-of-day)
• Low Costs
• Diversification
• Transparency
• Flexibility – Options
• Access to niche markets/asset classes and high cost stocks
• Tax Efficiency
• Low Investment Threshold
• Limited Management Risk



ETF Costs – Expense Ratio

• Operating Expenses
• Broker Commissions
• Slippage

XLY

AMLP



ETF Costs – Brokerage

• E*trade – 117 commission-free ETFs if held 30 days or longer

• TD Ameritrade – 101 commission-free ETFs if held 30 days or longer

• Charles Schwab - 200 commission-free no early redemption fees

• Fidelity – 100 commission-free ETFs if held 30 days or longer

• Vanguard – 55 of its own ETFs, limited number of trades



ETF Costs – Slippage



Most Important Considerations
• Liquidity

• Weighting Scheme – Cap-, Equal-, Fundamental-weight

• Style, Sector, Regional/Country Allocation

• Rebalancing Frequency

• Diversification/Concentration



Liquidity – Primary/Secondary

• Creation/Redemption Shares – Primary Market

• Brokerage (ex. Fidelity, TD …) – Secondary Market

Size of the Fund, Volume and Bid/Ask are NOT Always Good 
Secondary Market Liquidity Measures

An ETF is as liquid as the underlying components!



ETFs Not Moving Stocks – In Most Cases



Primary Market - Volume



Primary Market Flows 
Creation/Redemption



SPDRs Flows



Secondary Market
ACWV is a $3.5 Billion Fund



Secondary Market
ANGL is a $1.2 Billion Fund



Capitalization, Equal, Fundamental
CAP EQUAL FNDMTL



Fundamental Weighting 
Ex-US Small-Cap



How Are Securities Weighted



International Funds



Cap-Weighting International

Cap-Weighted 
International

ETFs Typically Heavy 
In Financials



Rebalancing



Rebalancing



Diversification/Concentration
Top 10 = 60% Top 10 = 35%Top 10 = 60%



Diversification/Concentration
Top 10 = 60% Top 10 = 35%Top 10 = 60%



Diversification?

Top Holding 22.6%, Top 10 = 55%

Banks 37.5%

Banks 30.5%

Top 10 = 66%



ETFs For Asset Allocation

• Core Asset Allocation – AAII, Schwab, Fidelity, Vanguard …

• Tactical Allocation for Return Enhancement







Efficient Frontier 





Core Portfolio

Gain 2/24/2017 – 2/23/2018 = 11.83%
70/30 (ACWI & Global Agg.) = 8.65%



Core Portfolio with Tactical

Tactical Add:
EEM 5%
ITA 5%
XLB 5%
IBB 5%
FXI 2.5%
EFA 12.5%

Core Reduce:
SPY 10%
MDY 10%
ACWX 15%
Total = 35%

Gain 2/24/2017 – 2/23/2018 = 14.25%
70/30 (ACWI & Global Agg.) = 8.65%



Single Stock Exposure or ETF?



Tactical ETFs To Follow/Add
• Regional Funds – Country Funds, Small-Cap, Fundamental, and 

FOREX

• Domestic Funds – Sectors, Industry Groups, Momentum, Buy-
Backs, Strategy, Low-Volatility and Fundamental

• Commodity Funds – Aggregate (Oil Overweight), Sectors (grains, 
basic materials, gold, lumber), Actively-Managed

• Fixed-Income – Duration, Yield Curve, Actively-Managed



Tactical ETFs – Additional Things To Consider

• How are the underlying securities selected – due diligence. 
HACK – Cyber Security ETF

• How Often Will They Add a New Stock

• Primary Market Liquidity – Want Institutional Interest



Simple Options to Enhance/Protect

Can do in IRA
• Covered (short) Calls 
• Naked Puts – don’t mind owning 
• Long Puts/Calls – protection/leveraged gains

Can Not do in an IRA
• Naked Calls – don’t mind being short (can’t do in IRA)



Options Strategies all Based on Overbought/Oversold and Probability



Options Strategies all Based on Overbought/Oversold and Probability



Overbought/Oversold



Overbought/Oversold



Simple Technical Indicators
Sell Covered Call >



Simple Indicators for Better Entry/Exit
Sell Covered Call >



Research – Top Down

• Trend – Don’t Fight The Tape
• Monetary – Don’t Fight The Fed
• Sentiment – Be Wary of Crowds at 

Extremes
• Valuation – Not a timing indicator



Trend - Aggregate



Trend/Technical Confirmation
Daily Indicators



Don’t Fight The Central Banks



Beware of Crowds





Valuation on a Relative Basis



Current Outlook

Domestic - Neutral

Tape – Positive
Central Bank –
Negative
Sentiment – Positive
Valuation - Negative

Developed Ex. US -
Positive
Tape – Positive
Central Bank – Positive
Sentiment – Positive
Valuation - Neutral

Emerging- Positive

Tape – Positive
Central Bank – Positive
Sentiment – Neutral
Valuation - Positive



Research

Free
• TradingView.com
• Investing.com
• RealInvestmentAdvice.com
• CNN Fear & Greed
• IndexIndicators.com
• ETF Providers (iShares, 

Vanguard…)

Low Fee
• AAII
• Fibonacci Queen
• Bespoke
• Sentiment Trader
• IBD
• Morningstar
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