
ETF fundamentals

What is an ETF?

An exchange-traded fund (ETF) is a pooled investment vehicle similar to a mutual fund, but is traded on an exchange, like a stock. 
ETFs cover a broad range of asset classes and can give exposure to specific markets, sectors or investment strategies.

ETFs share characteristics of both stocks and mutual funds

STOCK
A security that is listed on a 
major exchange that can 
be bought or sold anytime 
during the trading day.

MUTUAL FUND
A diversified portfolio 
of stocks, bonds or 
other securities.

ETF
A diversified fund that trades 
like a stock and can be bought 
or sold at any time during the 
trading day.

How are ETFs bought and sold?

You can purchase an ETF through a brokerage on a per-share basis. Similar to stocks, ETFs are bought and sold during the day 
when the major exchanges are open and are priced continuously during normal exchange hours.

• An ETF has a ticker symbol, and its intraday price can be easily obtained throughout the trading day. 

• ETFs have no investment minimums.* 

• An ETF’s number of outstanding shares can change daily because of the continuous creation of new shares  
and the redemption of existing shares.

* Account level minimums may apply.
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ETF FUNDAMENTALS

ETF investment strategies 

Passive

• Passive ETFs track a benchmark index 
such as the TSX or S&P 500.

• The performance of the shares and 
the market capitalization of the 
companies in a particular index will 
be replicated closely by the ETF, 
without the involvement of an active 
fund manager, keeping costs low.

Strategic beta (factor, smart beta)

• Usually track an index that has 
been weighted to deliver a 
specific outcome, such as income 
or low volatility.

• Because strategic beta funds track 
indexes that are more complex than 
passive ETFs, the cost tends to be 
a bit higher.

Active

• The portfolio manager can adjust the 
portfolio as needed or desired, while 
not being subject to the set rules of 
an index.

• Active ETFs seek to outperform the 
broad market index and can use 
a variety of investment strategies 
to achieve their objectives. Similar 
to strategic beta funds, active 
ETFs will also have a higher cost 
than passive ETFs.

Why consider investing in ETFs? 

Diversification

ETFs, like mutual funds, are composed of a portfolio of stocks or bonds. Adding a diversified investment such as an ETF to your 
portfolio, versus investing in an individual stock or a bond, may help you to reach long-range financial goals while minimizing risk.

Cost

Since ETFs are available in a variety of investment strategies, the costs can vary. Passive ETFs that track indexes, with no active 
management, often have little turnover, so management and transaction fees tend to be the lowest in the industry. It is also 
important to assess the overall cost of an ETF, such as brokerage commissions and bid-ask spreads, when you are making a trade.

Trading flexibility

ETFs trade like stocks and employ a wide range of trading techniques that may allow you to execute investment strategies in 
response to market movements. These include selling an ETF “short” or purchasing an ETF with limit, market or stop orders.

For more information, contact your advisor or visit fidelity.ca to view the complete lineup 
of Fidelity ETFs.

Commissions, trailing commissions, management fees, brokerage fees and expenses may be associated with investments in mutual funds and ETFs. Please 
read the mutual fund or ETF’s prospectus, which contains detailed investment information, before investing. Mutual funds and ETFs are not guaranteed. Their 
values change frequently, and investors may experience a gain or a loss. Past performance may not be repeated.   
The statements contained herein are based on information believed to be reliable and are provided for information purposes only. Where such information is 
based in whole or in part on information provided by third parties, we cannot guarantee that it is accurate, complete or current at all times. It does not provide 
investment, tax or legal advice, and is not an offer or solicitation to buy. Graphs and charts are used for illustrative purposes only and do not reflect future 
values or returns on investment of any fund or portfolio. Particular investment strategies should be evaluated according to an investor’s investment objectives 
and tolerance for risk. Fidelity Investments Canada ULC and its affiliates and related entities are not liable for any errors or omissions in the information or for 
any loss or damage suffered.
© 2024 Fidelity Investments Canada ULC. All rights reserved.
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