ETF Charts and Tables

Exchange-traded Fund Assets

Exchange-traded Fund Assets
$75.6 billion in June 2001
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Comparison of Mutual Fundsand ETFs

Traditional Mutual Funds

Exchange-traded Funds

Approximate number 8,000 Morethan 100
of fundsin 2001
Assetsin 2001 $6.8 trillion $80 hillion
Types of funds Actively managed and indexed | Now primarily indexed domestic
available equity, bond, hybrid, money and global equity ETFs
market, etc.
Intraday trading Purchase at net asset value Intraday trading and monitoring
(NAV), calculated at end of day of prices
Use of margin Margining is difficult or not Can buy ETFson margin
allowed
Short selling Cannot short Usually can sell short, even on

downtick

Fees — expense fees
and loads

Usually charge an expense fee.
A low expense ratio for mutual
fundsis 18 basis points for the
Vanguard Index 500. Some

mutual funds charge more than
150 basis points. Some actively

managed funds do charge aload,
but most index-based funds do

not charge aload.

Usually have an expense fee and
no load. A low expense ratio for
ETFsis9 bas s points for iShares
S& P 500; some internationa
ETFs have expense ratios higher
than 80 basis points.

Fees - commissions

Can purchase no-load funds
directly from afund company,
with no commission.

Usually pay commissions when
using a broker-dealer

Transaction costs —

Thereis no bid-ask spread,;

Can incur extra transaction costs

bid-ask spread investors purchase at net asset if thereis abid-ask spread
value.
Turnover Index-based funds usually have Most are based on indexes with

low turnover, but actively
managed funds often have higher
turnover

low turnover, often resulting in
lower trading costs and tax
burden
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Comparing Structures of Indexed
Fundsand ETFs

Mutual

Exchange-traded Funds

Traditional Unit Managed Grantor Trust
Indexed Investment Investment
Mutual Funds Trust Company
Example of Fund or Vanguard Index SPDR, i Shares, HOLDRs
Trust 500; Fidelity DIA, Sector SPDRs
Spartan US QQQ
Equity Index
Registered Yes Yes Yes No
Investment Company
under 1940 Act?
Areinvestors alowed No Yes Yes Yes
to trade intraday?
Isfund allowed to use | Yes, many funds No Yes No
derivatives and stock prospectuses
sampling? mention use of
derivatives
Do investors have No No No Yes
voting rightsin the
underlying common
stocks?
Dividend payment Can provide for Investin short- | iSharesreinvest Distribute cash
and reinvestment automatic term interest- dividendsin the dividends after
policies reinvestment of bearing fund when they payment
dividends securities, are paid
generaly until
the end of
month or
quarter

Are options available No Yes, on QQQ Yes, on certain Yes

on product?

iShares
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QQQ Options Volume

QQQ Options Avg. Daily Volume
June 2000 - May 2001
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Profit-and-loss Diagram for QQQ
Protective Puts

QQQ Protective Put
Use 60 QQQ put options to hedge 6000 QQQs
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Profit-or-loss Diagram for
Long Callson iShares S& P 100

Long Call Options
on iShares S&P 100 (OEF)

Assume investor buys 80 OEF calls priced at 2; the total premium
paid is $16,000
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For more information on the QQQ options, please visit http:/www.cboe.com/gqal

For more information on the OEF options, please visit http://www.cboe.com/bex

For more examples of options strategies, please visit |nttp:/www.cboe.com/strategies/|
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Options involve risk and are not suitable for all investors. Prior to buying or selling an option,
a person must receive a copy of Characteristics and Risks of Standardized Options, which is
available from your broker, by calling 1-800-OPTIONS, or from The Options Clearing
Corporation, 440 S. LaSalle Street, 24th Floor, Chicago, IL 60605. The information in these
materials is provided solely for general education and information purposes and therefore
should not be considered complete, precise, or current. Many of the matters discussed are
subject to detailed rules, regulations, and statutory provisions which should be referred to for
additional detail and are subject to changes that may not be reflected in these materials. No
statement within these materials should be construed as a recommendation to buy or sell a
security or to provide investment advice.

Any strategies discussed, including examples, do not include commissions, dividends,
margin, taxes, and other transaction costs. However, these costs will affect the outcome of
transactions and should be considered. For further information regarding the tax effects of
transactions, consult your tax advisor.

S&P 100® and S&P 500° are registered trademarks of the McGraw-Hill Comganies, Inc.,
and are licensed for use by the Chicago Board Options Exchange, Inc. OEX" is a
registered trademark and SPX™ is a trademark of the Chicago Board Options
Exchange, Inc. LEAPS®, FLEX®, FLexible EXchange® CBOE® Chicago Board Options
Exchange® and OEX® are registered trademarks and Long-term Equity AnticiPation
Securities™, and SPX™ are trademarks of the Chicago Board Options Exchange, Inc.

Copyright © Chicago Board Options Exchange®, Inc. 2001.  All rights reserved. Printed in

USA.
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