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4 Reasons to Consider ETFs for Your Portfolio 
GSAM is excited to share this insight from our friends at Marcus at Goldman Sachs. 

Exchange-Traded Funds (ETFs) are one of the most popular ways to invest in financial markets today. But what are 
they exactly? Think of ETFs as a basket of securities: they’re essentially a pre-selected collection of securities, 
typically stocks and bonds, all wrapped up in one fund.  

Their name also gives away how they work: “exchange-traded” means these funds are bought and sold on an 
exchange just like stocks, and you can trade them during normal trading hours. If you want to invest in an ETF you 
basically go about it the same way you would with buying a security like a stock, and purchase them through a broker 
or brokerage account. 

Given all these features, ETFs can be a worthwhile addition to a portfolio. They could save you a lot on fees 
(compared to buying all of the securities in an ETF individually) and help you diversify your portfolio. And that’s just 
the beginning. 

Here are four reasons why ETFs may be worth considering for your investment portfolio.  

1. ETFs can be an easy way to diversify your portfolio 

Remember that “basket of securities” concept we mentioned earlier? With ETFs, you don’t have to pick individual 
stocks or bonds — when you own shares of an ETF, you own a stake in a fund that may hold hundreds or even 
thousands of individual stocks or bonds.  

There are many different kinds of ETFs, too: you could invest in an ETF that only includes bonds, one that’s a mix 
of stocks and bonds, one that tracks a particular industry. Many ETFs also aim to track the performance of an 
index like the S&P 500, meaning they try to match the returns of that market or subset of the market. 

ETFs can give investors access to a range of different assets, and you could also mix and match ETFs that 
encompass different types of securities or industries to diversify your portfolio. 

The diverse makeup of ETFs may help to hedge risk – if one or two securities go down in value, you have the 
remaining securities in the ETF to help cushion any losses. Keep in mind that ETFs aren’t risk-proof, but they may 
carry less risk compared to investing in a single company. 

2. Lower costs can leave more money in your pocket 

If you’ve bought or sold stocks before, you know that you often pay fees each time you make a transaction — and 
those fees can add up quickly if you’re purchasing a bunch of securities individually. With ETFs, there’s only one 
transaction you pay fees on and you get access to an entire collection of assets at once. 

You’ll still likely have to pay a management fee, but most ETFs generally have lower annual expenses than 
mutual funds. In fact, the average equity ETF charges just 0.53% in annual expenses, compared to the average 
U.S. equity mutual fund which charges 1.42%. ¹ 

3. ETFs can be traded as easily as stocks  

Like mutual funds, ETFs can give you a diverse basket of assets. But ETFs come with an added bonus: unlike 
mutual funds which only trade at the end of the day, ETFs can be traded the same way as traditional stocks and 
commodities on the stock market. 

Since ETFs are traded during normal hours on the stock market and exchange hands hundreds of times each 
day, investors can jump in and out at will, just like they might with buying and selling stocks. 

  

https://www.marcus.com/us/en1?adobe_mc_sdid=SDID%3D1A4EF79021385BB4-28B88205FC9EE25E%7CMCORGID%3D51857BAF56FBC1EC7F000101%40AdobeOrg%7CTS%3D1605104033&adobe_mc_ref=https%3A%2F%2Fwww.marcus.com%2Fus%2Fen%2Fresources%2Fpersonal-finance%2Fearly-retirement-package
https://www.marcus.com/us/en/resources/build-your-savings/stocks-and-how-to-invest-in-stocks-explained-in-six-questions
https://www.marcus.com/us/en/resources/personal-finance/bonds-and-how-to-invest-in-bonds-explained-in-six-questions
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4. ETFs may be attractive from a tax perspective 

ETFs are sometimes referred to as “tax-friendly” investments. While that’s not to say you won’t pay taxes on your 
ETF capital gains – the profit you make off a sale of a capital asset that’s typically considered taxable income – 
ETFs come with two major tax advantages, at least compared to actively managed mutual funds. 

Because of how they are each set up, ETFs can incur fewer capital gains taxes and lower long-term capital gains 
rates than actively managed mutual funds. With ETFs, you also won’t have to pay taxes on your capital gains until 
you sell the assets. With actively managed mutual funds, investors will pay capital gains taxes while holding the 
securities, because managers will liquidate and purchase investments in an effort to beat the market. 

In a way, ETFs are like a combination of a stock and a mutual fund: they can provide similar diversity of a mutual 
fund but with the same ease of trading as stocks. On top of that, ETFs are often an easy way to diversify your 
portfolio, typically with less work and lower costs than buying stocks or bonds individually. 
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General Disclosures 
[1] Source:  ETF.com  
This article is for informational purposes only and is not a substitute for individualized professional advice. This article was prepared by and approved by Marcus by Goldman Sachs, but 
does not reflect the institutional opinions of Goldman Sachs Bank USA, Goldman Sachs Group, Inc. or any of their affiliates, subsidiaries or division. Goldman Sachs Bank USA is not 
providing any financial, economic, legal, accounting, tax or other recommendation in this article. Information and opinions expressed in this article are as of the date of this material only 
and subject to change without notice.  Information contained in this article does not constitute the provision of investment advice by Goldman Sachs Bank USA or any its affiliates. Neither 
Goldman Sachs Bank USA nor any of its affiliates makes any representations or warranties, express or implied, as to the accuracy or completeness of the statements or any information 
contained in this document and any liability therefore is expressly disclaimed. 
Investing involves risk, including the potential loss of money invested. Past performance does not guarantee future results. Neither asset diversification or investment in a continuous or 
periodic investment plan guarantees a profit or protects against a loss. 
Exchange-Traded Funds are subject to risks similar to those of stocks. Investment returns may fluctuate and are subject to market volatility, so that an investor’s shares, when redeemed, 
or sold, may be worth more or less than their original cost. ETFs may yield investment results that, before expenses, generally correspond to the price and yield of a particular index. 
There is no assurance that the price and yield performance of the index can be fully matched.  
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. Views and opinions are current as 
of the date of this presentation and may be subject to change, they should not be construed as investment advice.  
This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions and should not be construed as research or 
investment advice. This material has been prepared by GSAM and is not financial research nor a product of Goldman Sachs Global Investment Research (GIR). It was not prepared in 
compliance with applicable provisions of law designed to promote the independence of financial analysis and is not subject to a prohibition on trading following the distribution of financial 
research. The views and opinions expressed may differ from those of Goldman Sachs Global Investment Research or other departments or divisions of Goldman Sachs and its affiliates. 
Investors are urged to consult with their financial advisors before buying or selling any securities. This information may not be current and GSAM has no obligation to provide any updates 
or changes.  
Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly agreed between you and Goldman Sachs (generally through certain services offered only to clients of 
Private Wealth Management). Any statement contained in this presentation concerning U.S. tax matters is not intended or written to be used and cannot be used for the purpose of 
avoiding penalties imposed on the relevant taxpayer. Notwithstanding anything in this document to the contrary, and except as required to enable compliance with applicable securities 
law, you may disclose to any person the US federal and state income tax treatment and tax structure of the transaction and all materials of any kind (including tax opinions and other tax 
analyses) that are provided to you relating to such tax treatment and tax structure, without Goldman Sachs imposing any limitation of any kind. Investors should be aware that a 
determination of the tax consequences to them should take into account their specific circumstances and that the tax law is subject to change in the future or retroactively and investors 
are strongly urged to consult with their own tax advisor regarding any potential strategy, investment or transaction. 
© 2021 Goldman Sachs. All rights reserved. Date of first use: 1/22/2021. Compliance code: 222752-OTU-1311192. 


