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Market Tested, Not Back Tested ™
Few money managers have more experience with mutual funds or exchange-trade funds than
Niemann. In our firm’s early days, we constructed our portfolios with mutual funds since ETF
choices were relatively sparse during the 1990s and early 2000s. In those days mutual funds made the most sense to get the type of
diversification and opportunity we wanted to offer our clients. But a lot of that has changed significantly in the past several years.

There are now more than 1,600 ETFs available that offer exposure to specific sectors, industries, indexes, countries, regions, asset
classes and more. The choices are prolific, and their numbers are growing.
The assets invested in ETFs are surging. As of the end of 2013, there was more than $1.7 trillion invested in exchange-traded funds,
(according to ETFdb.com), offering plenty of liquidity and opportunity. Moreover, ETF assets rose more than 2,000% in the past 13
years vs. 115% for mutual funds, as of the end of 2013, according to ETFdb.com.

5 reasons why ETFs make sense

1

ETFs are less expensive than mutual funds.
Hundreds of ETFs are available to trade commission free and most can be traded for less than $10. According to
Morningstar, the average ETF expense ratio back in 2010 was 0.6%; Compare that to 0.73% for index mutual funds
and 1.45% for actively managed mutual funds in the same year.

2

ETFs are tax efficient.
One of the biggest advantages ETFs have against mutual funds is they can be more tax-efficient. Mutual funds are
required to pay distributions of all their income and realized gains each year. Distributions are taxable. ETFs do not
distribute like mutual funds. Each investor has complete control of when they want to take their gains in an ETF (if
they exist). However, some exchange-traded products do have tax complications. Exchange-traded notes (ETNs) that
trade futures contracts generate a K-1 tax form. Niemann avoids ETNs altogether.

3

ETFs are more transparent than mutual funds.
An investment’s transparency is crucial for many different reasons. One key difference between ETFs and mutual
funds is investors can see the market price of an ETF change live during the trading day, like a stock. But most mutual
funds don’t provide market prices until the end of the trading day. This can be a big disadvantage if prices are moving
aggressively up or down during the trading day. ETF investors can trade anytime during the day to take advantage
of fluctuations while mutual fund investors have to settle for whatever the price is at the end of the day. Additionally,
ETF holdings are updated daily. They can be viewed by visiting the ETF provider’s website. Conversely, mutual fund
holdings are much more difficult to obtain and updated less frequently.

4

Everyone has trading access.
Any broker/dealer or investor can freely trade ETFs. In the mutual fund world, funds are only available to trade at
broker/dealers that sign distribution agreements, which can include a variety of hidden fees and subsidies. With exchange-traded funds, no companies control the creation of these products, the trading or access to them. This greatly
reduces the ability of fund companies and broker/dealers to create unfair advantages in the marketplace.

5

ETFs are not as risky as stocks.
Many portfolio managers invest in individual stocks in an attempt to increase returns. This can result in over exposure
to an individual stock and too much portfolio volatility. In contrast, ETFs offer exposure to more diversified opportunities in specific sectors, industries, countries and so forth. There could potentially be hundreds of individual stocks in
one sector ETF and thousands in an index ETF. Of course, there are exceptions. Some ETFs can be very risky. Investors should always read a fund’s prospectus before investing any money.
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DISCLOSURE

None of the ETF information or data presented herein constitutes a recommendation by Niemann or a solicitation of
any offer to buy or sell any securities. Any specific securities identified and described do not represent all of the securities purchased, sold, or recommended for advisory clients. The reader should not assume that investments in the
securities identified and discussed will be profitable. Information presented is general information that does not take
into account your individual circumstances, financial situation, or needs, nor does it present a personalized recommendation to you. Individual ETFs presented may not be suitable for you. Investment in securities involves significant
risk and has the potential for partial or complete loss of funds invested. Investors should always read a fund’s prospectus before investing any money.
Past performance does not guarantee future results. Please visit us online at www.ncm.net or call 1-800-622-1626
for current performance information or for a complete list and description of Niemann’s composites.
Niemann is an SEC-registered investment advisor that provides tactical third-party management for discretionary
individually managed accounts and provides non-discretionary investment advice to other investment advisers. Niemann offers management in a variety of brokerage strategies, as well as variable annuity and variable universal life
insurance products. Niemann is not affiliated with any broker/dealer, and works with multiple broker/dealer channels
and their associated financial professionals to distribute its products and services. Please check with your financial
advisor for more details about Niemann and Niemann’s product offerings.
To request a copy of Niemann’s current Form ADV Part 2, and/or Niemann’s Annual Full Disclosure Presentation,
please contact Richard West @ 800.622.1626 or email compliance@ncm.net. Please contact your financial advisor to
request a copy of his/her current Form ADV Part 2 and a copy of his/her broker/dealer’s current applicable disclosure
statement.
From time to time, Niemann or its affiliates may make available to associated persons of investment advisors or broker/dealers (each, an “Associate”) certain communication materials, such as these materials, to be used with an Associate’s clients that the Associate may refer to Niemann. No such materials may be modified in any manner without
Niemann’s prior written consent. If such consent is granted, with respect to such modified materials, the Associate is
solely responsible for complying with any filing or approval requirements of FINRA or any other regulatory authority or
self-regulatory authority to which the Associate may be subject.
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