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“Both large and small investors 
should stick with low-cost index 
funds.”

Warren Buffett
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An ideal investment vehicle

At Six Park, we believe that exchange-traded funds (ETFs) are an ideal investment vehicle for our 
clients. With just a few trades on the Australian Securities Exchange (ASX), you can instantly and 
inexpensively create a truly diversified portfolio with exposure to international and local shares, property, 
infrastructure, bonds and cash.

For example, we provide our clients with exposure to international shares via ETFs such as the Vanguard 
MSCI Index International Shares ETF. It invests in household names, such as Apple, Google, Microsoft, 
Facebook, and Nestlé, along with about 1,500 other high-performing global companies, located across 23 
countries – all in a single fund.

We’re not the only ones who believe ETFs are a great investment – they are one of the fastest growing 
investment products in Australia and the world. At the end of May 2021, more than 220 ETFs were listed 
on the ASX, up from just 66 in January 2012, and the industry has surpassed $100 billion funds under 
management (FUM) in Australia. ETFs are an increasingly popular investment tool for many investors.
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Figure 1 - Growth of ETFs on the Australian Stock Exchange (Source: ASX). 
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What is an exchange-traded fund?

Quite simply, an exchange-traded fund (ETF) is a fund that is exchange-traded – in other words, it can be 
bought and sold on the share market in the same way you might buy or sell shares in CBA, Woolworths 
or BHP.

Rather than investing in just one security, ETFs typically invest in a basket of assets. These assets might be 
shares, bonds, property, currencies or commodities, usually with a focus on a specific region, industry or 
market. When you buy an ETF, you buy an interest in that ETF’s basket of assets. With a single share, you 
have exposure to a diversified portfolio.

Most ETFs provide investors with a passive exposure to an underlying index or asset class. Some track a 
niche market, such as gold or a currency, while others track a broad index with hundreds of holdings such 
as the S&P/ASX200 Index or S&P500 index.

ETF exposure is achieved by buying every (or almost every) asset in the target index, usually in the same 
proportion that those assets are represented in that index. By way of example, if an Australian equity ETF 
is tracking the S&P/ASX200 Index, it will own each of the stocks in that index, in the same proportion, or 
weighting, as in the index. As those index weights change with stock or market movement, so too does the 
proportion of each owned by the ETF.

Figure 2 - Comparison between top 10 holdings for SPDR S&P/ASX 200 Fund and S&P/ASX 200 Index 

as at 2nd July 2021 (Source: State Street Global Advisors).

Holding SPDR S&P/ASX 200 Fund S&P/ASX 200 Index Difference

Cmnwlth Bk Of Aust 8.55% 8.61% -0.06%

Bhp Group Ltd 6.94% 6.97% -0.03%

Csl Ltd 6.28% 6.31% -0.03%

Westpac Bkg Corp 4.56% 4.59% -0.03%

Natl Australia Bk 4.18% 4.22% -0.04%

Aust & Nz Bank Grp 3.91% 3.93% -0.02%

Wesfarmers Ltd 3.25% 3.26% -0.01%

Macquarie Gp Ltd 2.63% 2.60% +0.03%

Woolworths Grp Ltd 2.31% 2.32% -0.01%

Rio Tinto Limited 2.27% 2.28% -0.01%
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In mimicking the holdings of an index, so too ETFs mimic the performance of their targeted index, and with 
low costs and high tax efficiency. Using the SPDR S&P/ASX200 Fund as an example – the fund Six Park 
uses to provide investors with Australian equity exposure – a 2% rise or fall in that index would result in 
approximately a 2% rise or fall in the value of the ETF.

When investing with Six Park, your portfolio will be thoughtfully invested in ETFs across a globally 
diversified, low-cost mix of asset classes, tailored for your risk profile and investment horizon.

The illustration below is a simplified way of showing how ETFs can buffer your investment from sharp rises 
and falls that can affect individual holdings. If you invested $100 in a single company and its value dropped 
50%, the value of your investment would consequently drop 50%. If you invested $100 in 100 different 
companies through an ETF, the same drop would have a very different effect. Spreading your investments 
across a variety of companies, asset classes and geographies helps reduce risk.

When the value of the ‘gold’ 
company drops by 50%, the 

portfolio value drops by $0.50.

When the value of the ‘gold’ 
company drops by 50%, the 
portfolio value drops by $50.

versus $100

$99.50$50

$100

Portfolio A
$100 of shares in a single company.  

Let’s call this the ‘gold’ company.

Portfolio B
$100 of an ETF comprised of $1 units in 
100 different companies including 1 unit 
in the ‘gold’ company from Portfolio A.

Figure 3 - Simplified comparison of an individual holding versus an ETF. 

https://www.sixpark.com.au/our-selected-etfs/
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How does an ETF work?

As with shares, investors can buy and sell units in an ETF during the trading day on the Australian Stock 
Exchange (ASX).

Except for voting arrangements, investors generally have the same ownership rights as investors in 
the underlying shares; dividends or interest payments, franking credits, bonus issues and rights issues 
generally flow through to ETF investors.

ETFs operate as ‘open-ended’ funds, which means that the number of units on issue is not fixed. Instead, 
it increases or decreases in response to investor demand and supply. This process helps ensure that ETFs 
trade at or near the net asset value (NAV) of their underlying holdings. This process is facilitated by market 
makers, which operate a creation and redemption facility to equalise any demand and supply imbalances.

Market makers provide liquidity to the ETF market through buying and selling ETF securities during trading 
hours and can create and redeem ETF securities off-market. This way you know you can buy an ETF at 
any time – you don’t need to wait for an investor to be selling. Importantly, the presence of market makers 
ensures there’s always a buyer when you want to sell.

As with shares, an investment in an ETF is settled through CHESS and recorded under each investor’s 
Holder Identification Number (HIN). When you invest with Six Park, your portfolio is held in your own name, 
so you can rest assured your assets are readily accessible.
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The perfect investment ‘container’

The first ETF was traded in January 1993, but their popularity as an investment tool has boomed in the 
past 10 years. In April 2018, there were more than 180 ETFs available on the ASX representing almost $38 
billion of assets under management. 

The benefits of ETFs have been related to the humble shipping container, which revolutionised the way 
goods moved around the world. Shipping containers were invented in 1956 and streamlined the shipping 
process which had previously been slow and inefficient. In the same way a shipping container is a “wrapper” 
for the goods inside, an ETF is a wrapper that holds investments that people have been buying for years 
(such as shares, bonds and cash). ETFs have streamlined the process of investing, improving efficiency and 
reducing cost.



How to use exchange-traded funds for low-cost diversification 9

The benefits of investing in ETFs

Six Park uses ETFs across all of our portfolios because they offer investors a range of benefits:

Immediate diversification
With just a single trade, an ETF can provide you with instant exposure to hundreds (if 
not thousands) of positions within a specific asset class. For example, we use the SPDR 
S&P/ASX200 Fund for Australian equities – just one unit provides exposure to 200 
stocks, rather than needing to buy all those underlying exposures individually.

Cost efficiency
ETFs can be very cost-effective. The management fees charged by ETFs are generally 
much lower than those charged by an equivalent actively managed fund or the 
brokerage costs you would incur to trade those securities individually.

Transparency
ETFs generally publish their underlying holdings each day; this way, investors always 
know what they are buying and where their funds are invested. This provides much 
greater transparency than traditional managed funds, which typically report their 
holdings monthly or quarterly.

Asset allocation simplicity
ETFs offer investors ready access to practically any asset class, geographic region and 
investment strategy. Using Six Park, you’ll get exposure to Australian and international 
assets spanning shares, property, infrastructure, bonds and cash.

Flexibility
ETFs can be bought and sold during market hours just like any other listed security. 
Investors can place limit and stop orders just like they would with any other listed 
instrument. This makes ETFs a flexible, liquid and readily tradeable investment 
proposition.

Lower risk
Passive ETFs will experience a reduced level of tracking error, as they will generally 
match the returns of the benchmark the fund replicates.
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Distributions
Investors receive income distributions from dividends and interest paid by the 
underlying assets. Any franking credits received from domestic ETFs are passed on 
with distributions to the investor; generally, franking credits may be offset against 
Australian income tax payable for the relevant year.

At Six Park, our Investment Advisory Committee and management team spend a lot of time reviewing 
and assessing the ETF marketplace, taking into consideration many factors including fund size, liquidity, 
tracking error and relative costs.

Our ETF selections are regularly reviewed to ensure they represent the best available investment option for 
our clients. Investing in ETFs through Six Park is an efficient, low cost way to access a diversified portfolio 
designed for your risk profile.

It’s tough to ‘pick winners’ or ‘time the market’ in a way that consistently and meaningfully beats the market. 
Instead, we believe the best approach is to focus on passive, broad-based index funds such as ETFs – we 
believe it’s better to buy the market, rather than try to beat it!

Tax efficiency
ETFs generally have much lower levels of portfolio turnover compared with actively 
managed funds, which tend to buy and sell assets more frequently. Lower portfolio 
turnover can help reduce/defer capital gains tax levels and improve overall post-
tax returns. The unique structure of ETFs (in which units are bought and sold from 
market makers) also means investors are better insulated from paying capital gains tax 
triggered by the redemption actions of other investors (read more here).

https://www.sixpark.com.au/real-people-not-robots/investment-advisory-committee/
https://www.sixpark.com.au/our-selected-etfs/
https://www.sixpark.com.au/investment-philosophy/
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The risks associated with ETFs

No investment is risk-free – even cash with its current low return runs the very real risk of not keeping up 
with inflation.

There are potential risks with all investments, and those pertinent to investing in ETFs include:.

Market risk
The value of an ETF will rise and fall in line with the value of its underlying assets. If these assets decline in 
value, ETF holders may experience a loss of capital and/or income. This risk is inherent in all investments, 
particularly with shares and other growth assets whose prices are influenced by investor sentiment and 
other market factors. 
 
Market risk is one of the largest risks faced by investors and is best mitigated by a well-diversified portfolio 
across different asset classes – this is exactly how Six Park allocates your investment. Learn more about the 
importance of diversification here.

Pricing risk
There may be times or circumstances where the market price of an ETF may not properly reflect its net 
asset value (for example, where the ETF’s underlying assets are illiquid). This may result in investors paying 
too much to buy an ETF or selling at a discount. 
 
Generally, ETF issuers engage market makers to ensure the pricing of ETFs remain close to net asset value; 
as a result, it’s rare that ETFs trade a significant premium or discount to their net asset value (NAV). 
 
Six Park ensures it places orders to buy and sell at those times of day considered optimal to receive a price 
that is close to the NAV of the underlying assets. For Australian assets, that’s generally 30 minutes after the 
market opens, for international assets, when the market for the underlying asset is open.

Tracking error
Fees, taxes and other factors can all influence how closely an ETF is able to track its target index. This 
tracking error differs across ETFs and can influence investor returns. 
 
Six Park has carefully selected low-cost ETFs to mitigate the impact of tracking error as far as possible.

International exposure risks
If an ETF with overseas assets is not hedged against currency risk, fluctuations in exchange rates may 
affect the value of its portfolio; this can work for and against international assets. Other factors, such as 
geopolitical events or country-specific economic conditions may also affect the value of the portfolio. 
Investment in well diversified ETFs with international exposure mitigates this risk as far as possible.
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Fixed income (bond) index risk
Some fixed income indices exclude large parts of the universe that could potentially have performance 
and diversification benefits to a portfolio. In addition, the construction of fixed income indices tends to 
reflect the market capitalisation of fixed rate investment grade sectors – in other words, the issuers with the 
greatest debt have the highest index weights. 
 
Six Park’s portfolios invest in the iShares Core Composite Bond ETF, which focuses on investment grade 
fixed income securities. It’s most heavily weighted to AAA-rated government issued bonds, a debtor that is 
unlikely to default.

While there are risks associated with ETFs, as a Six Park client you will be invested in a portfolio of high-
quality ETFs, carefully selected by our expert investment team, to match your recommended asset 
allocation. 
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Glossary

As with many aspects of finance, there’s jargon you’ll encounter in relation to ETFs. Here are the main 
terms you’re likely to come across:

Active management

Active funds aim to generate outperformance through active asset allocation or stock selection decisions.

Issuer

The company that issues the ETF securities to the market.

Liquidity

The degree to which transactions in an ETF can be undertaken without the action affecting that fund’s unit 
price.

Market maker

Market makers have two roles: (1) to provide liquidity to the market through buying and selling ETFs during 
trading hours (2) to create and redeem ETF securities off-market to ensure that supply and demand for 
individual ETFs is met.

Net Asset Value (NAV)

The NAV is calculated by subtracting the total value of a company’s balance sheet liabilities from its assets. 
The NAV per share, is calculated by dividing the NAV by the total number of shares on issue.

Passive management

Passive funds aim to track the returns from a specific market index.Premium/Discount

When the buy/sell price of an ETF is higher/lower than its NAV. If it is higher, it’s said to be trading at a 
premium, when lower, at a discount.

Tracking error

A statistical measure of risk that measures the deviation of an ETF’s returns from the returns of the relevant 
index.

Units

Shares in ETFs are referred to as units. 
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About Six Park

In June 2014, former JP Morgan Australia chairman Brian Watson AO and Pat Garrett started building a 
better solution to address a major challenge for Australian investors.

After decades working at the highest levels of Australia’s financial services industry, they had identified that 
it was difficult, confusing, expensive and frustrating for most Australian investors to get professional, low-
cost investment management. 

Six Park launched in 2016 and, since then, it has provided support to Australians on their journey to financial 
wellbeing. In 2019, Six Park launched solutions to help financial professionals serve more clients at every 
stage of their wealth journey.

Every Six Park client has a portfolio of high-quality ASX-listed exchange-traded funds (ETFs) developed to 
match their personal risk profile and investment horizon. Six Park is committed to a platform of continual 
innovation through future product enhancements.

Six Park’s expert team is led by our world-class Investment Advisory Committee, whose respected 
members have vast experience in Australia and overseas. Six Park combines innovative technology with 
sophisticated investment theory, provides total transparency about our offering and fees, and has the 
required legal authorisation to provide these services.
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Investment Advisory Committee (IAC)

Lindsay Tanner

Lindsay Tanner is a former member of the Australian Government as 
Minister for Finance from 2007 to 2010, and a former member of the 
House of Representatives for Melbourne from 1993 to 2010.

• Special Adviser to financial firm Lazard Australia

• Non-executive director of Virgin Australia International

• Vice-Chancellor’s Fellow at Victoria University

• Chairman of the Essendon Football Club.

Brian Watson AO
Six Park Founder and Chairman of the IAC

Prior to founding Six Park, Brian was a founding Member of the Board 
of Guardians of the Australian Government Future Fund, and served on 
that Board from 2006-2012. He also is the former Deputy Chairman of 
the Australian Government’s Innovation Australia Board.

• Former Chairman of JP Morgan Australia

• JP Morgan New York 1987-99 – Global Head of Equity Capital 
Markets and Global Head of Private Equity.

Mark Nicholson

Mark Nicholson is a former Managing Director of global investment firm 
Tudor Investment Corporation who has also worked in senior roles at 
the World Bank.

• Former Co-Chief Investment Officer, Investment Department, 
World Bank

• Finance and Investment Committee member, Berry Street 
Victoria

• Chair, Investment Committee, R G Withers Trustees



Disclaimer
The information, statements, financials, projections and forecasts (together ‘Information’) contained in this Document 
comprise statements of intent, opinions and proposals, many of which are uncertain as to their outcome. Whilst Six Park 
believes the underlying assumptions to be reasonable, neither Six Park nor its agents, directors, officers and employees 
(together “Agents”) make any representations or warranty as to the likelihood of any forecasts being achieved. These 
forecasts are subject to uncertainties and contingencies, many of which are outside the control of Six Park and no 
verification of the Information has been carried out by Six Park or any of its Agents. Six Park and its Agents:

• do not warrant or represent the accuracy, validity, completeness, currency or reliability of, or accept any 
responsibility for, errors or omissions in the Information or any accompanying or other information (whether oral 
or written);

• make no representation or warranty that any projection or forecast contained herein will be achieved;

• disclaim and exclude all liability (to the extent permitted by law) for all losses, claims, damages, demands, 
costs and expenses of whatever nature arising in any way out of or in connection with the Information (or any 
accompanying or other information), its accuracy, completeness, or by reason of reliance by any person on any 
of it; and

• do not have any obligation to advise any person if any of them becomes aware of any inaccuracy in/omission 
from the Information (or any accompanying or other information).

All information contained in this Document is subject to change. The delivery of this Document does not imply that the 
information contained in this Document is correct at any time after the date that this Document has been provided to 
the recipient or that there has been no change in the business, financial conditions, prospects, creditworthiness, status 
or affairs of Six Park since that date.



w: sixpark.com.au | e: contact@sixpark.com.au | t: 1300 851 779

Six Park Asset Management Pty Ltd ACN 610 445 479 is a Corporate Authorised Representative 
(No. 1240305) of Bespoke Portfolio Pty Ltd (AFSL 341991).

© 2021 Six Park Asset Management Pty Ltd | Level 2, 696 Bourke St, Melbourne VIC 3000, Australia

http://sixpark.com.au
http://sixpark.com.au
mailto:contact@sixpark.com.au
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