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What Are Exchange Traded 
Products (ETPs)?

� They are securities listed and traded on the 
JSE just like any other listed product. 

� They offer access to a basket or portfolio of 
listed companies and not just a single listed companies and not just a single 
company.  

� The portfolios either:

� Track an index of shares or bonds, or

� They offer the return of an asset class or bundle of 
shares. 

Continued/…



What Are Exchange Traded 
Products (ETPs)? (continued)

Continued/…



What Are Exchange Traded 
Products (ETPs)? (continued)

� They are passive investments – they merely 
replicate the performance of an index or 
basket of shares. 

� Unlike active investments – where the asset � Unlike active investments – where the asset 
manager attempts to outperform the index or 
market benchmark performance.    

Continued/…



Why You Should Be Using 
ETFs/ETNs
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Source: "The Quest for Alpha" - D Wessels - DRW Investment Research (June 2012)



What is An Index?

Index Weights – Basket of Constituents (as at October 2012)
FTSE/JSE Top 40 Index

Market Cap

Weighted (%)

Equally 

Weighted 

(%)

Market Cap

Weighted 

(%)

Equally 

Weighted 

(%)

Absa Group Limited 1,16 2,5 Capital Shop Centres Grp 0,68 2,5

African Rainbow Minerals 0,31 2,5 Compagnie Fin Richemont 6,34 2,5

Anglo Platinum Ltd 0,74 2,5 Exxaro Resources Ltd 0,52 2,5

Anglo American Plc 8,06 2,5 Firstrand Ltd 2,77 2,5

Anglo Gold Ashanti Ltd 2,52 2,5 Gold Fields Ltd 1,79 2,5

Aspen Pharmacare Hldgs 1,15 2,5 Growthpoint Properties Ltd 1,01 2,5

Assore Ltd 0,32 2,5 Harmony Gold Mining Co 0,67 2,5

BHP Billiton Plc 13,04 2,5 Impala Platinum Holdings 2,02 2,5

Bidvest Group Ltd 1,57 2,5 Imperial 0,90 2,5

British American Tobacco 2,3 2,5 Investec Ltd 0,34 2,5



What is An Index? (continued)

Index Weights – Basket of Constituents (as at October 2012)
FTSE/JSE Top 40 Index

Market Cap

Weighted 

(%)

Equally 

Weighted 

(%)

Market Cap

Weighted 

(%)

Equally 

Weighted 

(%)

Investec Plc 0,75 2,5 RMB Holdings Ltd 0,92 2,5

Kumba Iron Ore Ltd 1,07 2,5 SABMiller Plc 10,82 2,5

Massmart 0,42 2,5 Sanlam Ltd 1,65 2,5

Mondi Ltd 0,23 2,5 Sasol Ltd 5,50 2,5

Mondi Plc 0,72 2,5 Shoprite Holdings Ltd 2,30 2,5

Mr Price Group Ltd 0,78 2,5 Standard Bank Group Ltd 3,85 2,5

MTN Group 6,77 2,5 Steinhoff International Hldg 1,09 2,5

Naspers Ltd -N- 5,07 2,5 Tiger  Brands Ltd 0,91 2,5

Nedbank Group Ltd 1,08 2,5 Truworths 1,04 2,5

Old Mutual Plc 2,70 2,5 Vodacom Group 1,07 2,5

Remgro Ltd 1,52 2,5 Woolworths Holdings Ltd 1,23 2,5



Why Buy An Index Tracker?

� You buy one ETF and own a whole portfolio of 
index shares:

� Reduce your risk by diversifying your portfolio

� Enhance performance potential� Enhance performance potential

� Lower your costs – you only pay brokerage and JSE 
costs once, not for every share in the portfolio. 

� So you own say 40 shares but you only pay 
to buy one share. 



Types of Exchange Traded Products: 
1) Exchange Traded Funds (ETFs)

� Track an index

� The Stock Exchange selects the index shares.

� The ETF replicates the index portfolio by owning 
the index constituents in exactly the weighting 
stipulated by the Stock Exchange.stipulated by the Stock Exchange.

� Are Collective Investment Schemes

� Physically hold all index constituent shares in a 
Trust, which is insolvency remote and managed 
by an independent Trustee. 

� Effectively are unit trusts listed on the JSE.  



Types of Exchange Traded Products: 
2) Exchange Traded Notes (ETNs)

� Typically provide the total returns of an asset or asset class 
that can be accessed more efficiently through a futures or 
forward contract. 

� ETNs often provide exposure to assets not otherwise easily 
accessible, i.e. commodities, currencies, asset baskets. 

� The issuer of the ETN has the obligation to provide the total � The issuer of the ETN has the obligation to provide the total 
return of the asset tracked by the ETN. 

� This obligation effectively makes ETNs debt instruments 
and therefore the creditworthiness of the issuer has to be 
taken into account. 

� ETNs are securities traded on the JSE, but are not 
Collective Investment Schemes. 



What Are The Advantages of ETPs?

Complete
Transparency

• Listed on the JSE, pricing is done on the 
market and is know to every investor.

• Underlying portfolio is published daily.

• Settlement, trading, registration, transfer 
done through JSE/STRATE – fully 
centralised electronic, failsafe and cost 
effective. 

Instant Liquidity & 
Tradeability

• ETPs are like normal shares. Can be bought 
or sold at any time through the JSE

• Market makers and open-ended structures 
cater for large trades. 

Passive Investments • An index always contains the premium 
shares/assets in the market. 

• Index measures the average performance 
(BETA) of the market. 

Continued/…



What Are The Advantages of ETFs? 
(Continued)

Diversification Diversified portfolio. 

• Provides full exposure to blue chip 
shares/ assets. 

• Reduces risk/volatility.

• Ensures benchmark performance. • Ensures benchmark performance. 

• Can be easily hedged. 

Very Cost Efficient • Average costs one-third of unit trusts. 



Total Expense Ratios (TERs)

ETFs Basis Points

BIPS Top 40 0,21 (0,21%)

Stanlib Top 40 0,19 (0,19%)

BettaBeta EWT 40 0,39 (0,39%)

Satrix 40 0,45 (0,45%)

Average of all local ETFs 0,55 (0,55%)

Unit Trusts

Average General Equity Funds 1,62 (1,62%)

Average Value Funds 1,75 (1,75%)

Average Growth Funds 1,54 (1,54%)

�Total Expense Ratios (TERs) measures the cost (annualised) of providing the product.
�TER is included in the price of the product. 
Source: ASISA – Quarterly Unit Trust Survey (June 2012).



Do Costs Matter?

Effect of Annual Management Fees
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Fund A charges annual expenses of 0.46% and compounds at 10% per annum

Fund B charges annual expenses of 3.67% and compounds at 10% per annum

Source: Unit Trust and Collective Investment Schemes Handbook (September 2008).

Calculation assumes R1 000 a month invested for 30 years.  Illustration assumes current value 
and zero inflation.  Excess of Fund A over Fund B is R37 000 after 10 years. R245 000 after 20 
years and R966 000 after 30 years. 



For More Information on ETFs/ETNs

Click on the “LEARN MORE” button

ETF 
Education 
page:page:

Continued/…



For More Information on ETFs/ETNs 
(continued)
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For More Information on ETFs/ETNs

Click on the “LEARN MORE” button for different types of ETFs

Products 

Continued/…

Products 
available:
38 ETFs
20 ETNS



For More Information on ETFs/ETNs

Click on the “ETF or ETN” button
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For More Information on ETFs/ETNs
(continued)



How To Invest In ETFs/ETNs

Through Stockbrokers
Through Investment Plans 
(etfSA.co.za)

• Minimum investment amounts 

often apply.

• R1000 lump sum.

• No debit orders. • R300 debit order.• No debit orders. • R300 debit order.

• Brokerage minimum charge 

R85-R125 per transaction.

• Brokerage 0,1% of investment 

value.

• Annual custodian fees –

R600-R700.

• Included in annual management 

fee (0,45% to 0,8%). 

• Advisory fees 1% per annum. • n/a



How to Invest

Click on the “Learn More button, then “How to Invest” 



The Advantages of Using an 
Investment Platform for ETPs

� Will accept investments from R1000.

� Will process debit orders from R300 per month. 

� Automatically reinvests dividends four times a year. 

� Administration fee (0,4% - 0,8% p.a.) is administered � Administration fee (0,4% - 0,8% p.a.) is administered 
over 12 months and covers all transactions over that 
period. 

� Will facilitate third party investments

� Specialise in ETPs only.

Visit www.etfsa.co.za



Contact details

Website www.etfsa.co.za – fully internet based

etfSA Call Centre

0861 383 721 (0861 ETFSA1)

queries@etfsa.co.zaqueries@etfsa.co.za

etfSA Management

Tel: 011 561 6653

Fax: 011 388 4674

info@etfsa.co.za
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