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ETF 101: How to choose ETFs 12/07/2023

What should investors pay attention to when choosing a suitable product from the same
type of ETFs?

The first point is to consider the asset manager’ s experience, scale and investment
expertise. A professional and experienced investment team will effectively manage the
ETF' s cash flows and respond to the index changes while minimizing costs. As a result,
the ETF performance could be tracked as close as possible to the index.

The second point is the ability to track the performance of the index. The ability to track
the performance of an index can be measured by the tracking difference and tracking
error. Tracking difference represents the gap between the performance of the ETF and
the index. The smaller the difference, the closer to the index's performance and achieving
the relevant investment objectives better. Tracking error measures the volatility of the
return differences between the ETF and the index, reflecting how close the ETF can track
its index consistently. Same for both measurements, the lower the number, the better.

The third point is the Total Expense Ratio (TER). The TER refers to the sum of a ETF's costs,
including management fees, transaction fees, and administrative fees etc. ETFs with lower
TER can provide returns closer to the index and are more suitable as a long-term

investment.

After learning about how to choose an ETF, we will walk through more details about ETFs
next time. Please stay tuned!
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Disclaimer

The content is prepared by Hang Seng Investment Management Limited (“HSVM”) and is for
reference only. At the time of publication of the content, certain information of the content is
obtained and prepared from sources which HSVM believes to be reliable, and HSVM does not
warrant, guarantee or represent the accuracy, validity or completeness of such information. Under
no circumstances shall the content constitute a representation that it is correct as of any time
subsequent to the date of publication. HSVM reserves the right to change the content without
notice. The content is the view of HSVM and does not constitute and should not be regarded as an
offer or solicitation to anyone to invest into any investment product. Investors should read the
relevant investment product’s offering document (including the full text of the risk factors and
charges stated therein) before making any investment decision. Investment involves risks
(including the risk of loss of capital invested), prices of investment product units may go up as
well as down, past performance is not indicative of future performance. If investors have any
doubt about the content or investment product (including its offering document), they should seek
independent professional financial advice. HSVM will not be liable to anyone for any cost, claims,
fees, penalties, loss or liability incurred if the content is improperly used.

The investment products managed by HSVM may invest in or adopt investment strategy similar or
the same to those mentioned in the content.

The content shall not be duplicated or stored or distributed or “Hang Seng Investment
Management Limited, |84 ¥ & & AR /A S, “EAKEEH”  or any marks containing these
names shall not be used without the prior written consent of HSVM.

HSVM and Hang Seng Indexes Company Limited and other index companies (collectively “Index
Companies”) are separate and independent entities, HSVM’s views and opinions do not represent
the views or opinions of the Index Companies and HSVM cannot influence Index Companies on
any matter.

The content is prepared by HSVM and has not been reviewed by the Securities and Futures
Commission.
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