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ABOUT ETF WATCH

ETF Watch was launched in late 2015, when the founders saw

a gap in the market for easy to digest information within the

burgeoning Exchange Traded Fund (ETF) and Listed

Investment Company (LIC) space. With a searchable fund

database and regular, well researched articles, ETF Watch is

now Australia’s leading website for ETFs & LICs, with over

24,000 Australians visiting every month. 

ABOUT THIS REPORT

This is our second annual ETF & LIC report. Prepared with information

available at the end of the 2018 Financial Year (30 June 2018), the report is

a snapshot of the ETF and LIC market at this point in time. 

 

In this report we give readers a 101 on the differences between ETFs &

LICs, take a look at some of the trends in ETFs & LICs and have a look at

some of the different types of ETFs & LICs available in Australia. 

 

We also include detailed tables of all ETFs & LICs we cover, including

management fees, performance and their investment focus. 

We hope you enjoy this report, if you would like to get in contact please

reach out to us at hello@etfwatch.com.au.  
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2018 FINANCIAL YEAR SUMMARY

ETF INFLOWS HIT NEW RECORDS

NEW ETF LISTINGS CONTINUE

ETFs closed the financial year with $38.87 billion under

management, an impressive 30% growth on the previous

year. This was through a combination of positive

investment performance and new inflows of $7.4 billion, up

from $5.2 billion last financial year

LICS REMAIN IN FAVOUR

23 new ETFs were launched in the financial year, bringing

the total number of ETFs available on the ASX to 179. In

the previous financial year, 25 new ETFs were launched.

57% of new ETFs launched this last year had an

international focus.

11 new LICs were launched, raising over $5 billion. LIC

raisings were over 300% higher than last year and included

two $1 billion plus capital raisings. The LIC Market is now

valued at $41 billion, up over $8 billion in the year.
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DEMOGRAPHICS OF ETF WATCH READERS

With over 24,000 monthly visitors, ETF Watch is fast

becoming the resource of choice for ETF and LIC investors.

Our user demographics for FY 2018 are outlined below.

79% 21%

18 - 24 
5%

25 - 34 
36%

35 - 44 
24%

45-54 
14%

55-64 
12%

65+ 
8%

GENDER AGE

LOCATION
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WHAT ARE ETFS & LICS?

Exchange Traded Funds (ETFs) and Listed Investment

Companies (LICs) are both assets that are able to be

bought and sold on the Australian Securites Exchange

(ASX).  Their popularity with investors in recent years

has exploded, resulting in over 250 different funds now

being available on the ASX.

WHAT DO THESE FUNDS DO?

When you invest in an ETF or LIC you are investing in a portfolio of individual

assets. Some funds track an entire share market index, for example an ETF that

tracks the S&P/ASX 200 will hold the top 200 funds listed on the ASX. Other

funds hold smaller porfolios of stocks and allow the fund manager to invest

based on their discretion. ETFs and LICs do not need to invest in shares, there

are now a wide range of ETFs and LICs that invest in cash, bonds, currency,

commodities, etc.

WHAT ARE THE DIFFERENCES IN ETFS AND LICS?

Traditionally the biggest differences between ETFs & LICs is ETFs generally

track an index return and do not try to outperform that index. LICs on the

other hand may use an index as their benchmark but seek to outperform. This

is referred to as passive management and active management.  This difference

is not always the case however, and in recent times there has been more of a

crossover with many new ETFs coming on the market that are fully or partially

actively managed. 

 

The biggest difference between ETFs and LICs is ETFs always track close to

their underlying investment value, however LIC share prices can vary widely

from their underlying investment value. This is generally referred to as trading

at a premium or discount to their Net Asset Value (NAV). 

 

You can find out more about ETFs and LICs at the ETF Watch ETF & LIC Guide. 
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ETF & LIC MANAGEMENT TYPES

At ETF Watch we split the 'management type' of a fund

into one of four types. The different management types

are explained below.

INDEX TRACKING

Traditionally ETFs are index

tracking, meaning they invest as

per a market capitalisation based

index. Eg a S&P/ASX200 ETF

invests in the 200 largest listed

companies in Australia.

SMART BETA

Recently there's been an

explosion in Smart Beta ETFs.

These funds track an alternative

index to a 'market capitalisation'

index. There are many types of

Smart Beta strategies including

high dividend, equal weight &

factor based strategies.ACTIVELY MANAGED

Actively managed funds are

where a fund manager uses their

own skills to try to outperform.

Traditionally this was the domain

of LICs and unlisted manageed

funds, but recently there have

been more actively managed ETFs

launched.

INVERSE INDEX

These are funds which take an

opposite position to the index, so

investors can expect to receive

the opposite returns to the

underlying index. Also known as

'bear' funds, there are only a few

of these available.
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2018 ETF REVIEW

+30% $38.9 BILLION
ETF FUNDS UNDER MANAGEMENTGROWTH

+23 179
TOTAL ETFS ON ASXNEW ETFS

$663M
VANGUARD AUSTRALIAN 
SHARES INDEX ETF
HIGHEST INFLOW ETFNEW INFLOWS

$3.8B SPDR S&P/ASX 200 FUND
LARGEST ETF BY MARKET CAPITALISATION

TOTAL SIZE

+58.11%
BETASHARES CRUDE OIL INDEX 
ETF - CURRENCY HEDGED  
HIGHEST RETURN ETF

TOTAL RETURN

+11.00% ISHARES GLOBAL 100 AUD HEDGED

HIGHEST YIELD ETF
TOTAL YIELD



2018 ETF REVIEW 

ETFs continued their march into the mainstream in FY 2018, adding $7.4

billion in new inflows, an increase of 42% on the previous year. 23 new funds

were listed, a similar number to the previous year, with a trend of new listings

in thematic and active ETFs. 

 

There were two of the ETF listings that stole the headlines this year. The first

being Vanguard's 4 diversified ETFs, allowing investors to access diversified

portfolios in a single share trade. 

 

The second was Betashares Australia 200 ETF, offering access to the broad

Australian share market for 0.07% per annum, half the cost of similar funds. 

The continued success of ETFs and the threats they present to many

traditional fund managers has seen doubters present arguments that they are

risky tools and will be responsible for the next market crash. We believe these

arguments are unfounded, and in fact ETFs help provide market liquidity and

support efficient asset markets. 

 

 

 

10 of the new ETFs launched were in the

burgeoning Actively Managed ETF sub

segment. We expect to see more of these

as Active Fund Managers see the Exchange

Traded Product structure as a legitimate

method to distribute their products. Whilst

traditional index tracking ETFs continue to

dominate flows, 11% of flows went to

Actively Managed ETFs, materially higher

than last year

YEAR IN REVIEW
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Index Tracking 
72%

Smart Beta 
17%

Actively Managed 
11%

ETF INFLOWS FY 2018
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2018 ETF REVIEW 

There are now 50 ETFs available that focus on Australian shares,

with 5 new ETFs launched in the 2018 Financial Year. The total

size of Australian shares ETFs is $14b, with $2.2b of new inflows

for the year. Australian shares performed reasonably well, with

the average return of 10.87%, and average distribution yield of

4.38%.

AUSTRALIAN SHARES
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2018 ETF REVIEW  AUSTRALIAN SHARES



2018 ETF REVIEW  AUSTRALIAN SHARES
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2018 ETF REVIEW 

There are now 70 ETFs available that focus on global shares, with 8

new ETFs launched in the 2018 Financial Year and 8 ETFs closed.

The total size of International shares ETFs is $16b, with $3.4b of

new inflows for the year. International ETFs had another good year,

with average total return of 11.96% and average distribution yield

of 2.44%.

GLOBAL SHARES
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2018 ETF REVIEW  GLOBAL SHARES
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2018 ETF REVIEW  GLOBAL SHARES



2018 ETF REVIEW  GLOBAL SHARES

*Represents funds that commenced trading in the 2018 Financial Year
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2018 ETF REVIEW 

There are 10 ETFs available that focus on property and

infrastructure, with two new ETF launched in the 2018 Financial

Year. The total size of property & infrastructure ETFs is $2.2b,

with $359m of new inflows for the year. It was an OK year for

Property & Infrastructure, with an average total return of 8.70%

and average distribution yield of 4.67%. All property focused

ETFs outperformed infrastructure ETFs.

PROPERTY & INFRASTRUCTRE

*Represents funds that commenced trading in the 2018 Financial Year
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2018 ETF REVIEW 

There are now 16 ETFs available that focus on commodities and

currency, with no new ETFs launched in the 2018 Financial Year.

The total size of commodities and currency is $1.4b, with $52m in

net outflows for the year. Performance was mixed, with Crude

Oil the top performing ETF and most currencies performing

reasonably well against the falling Australian dollar

COMMODITIES & CURRENCY
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2018 ETF REVIEW 

There are now 21 ETFs available that focus on Fixed Income, with

three new ETFs launched in the 2018 Financial Year. The total

size of fixed income is $3.0b, with $986m of new inflows for the

year. The average total return for fixed income ETFs was 2.26%,

with average distribution yield of 3.29%, meaning most funds on

average experienced a slight capital loss.

FIXED INCOME
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2018 ETF REVIEW  FIXED INCOME

*Represents funds that commenced trading in the 2018 Financial Year
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2018 ETF REVIEW 

There remain four ETFs available that focus on cash, with three

new ETFs launched in the 2018 Financial year, all towards the

end of the year. The total size of the market is $1.5b, with cash

returns this year remaining poor at 1.79 - 2.10%.

CASH
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2018 ETF REVIEW 

A new category for 2018, Diversified ETFs are those that invest

across a broad range of sectors, either through tactical

allocations or strategic allocations based on modern portfolio

theory. We've added Diversified ETFs since Vanguard launched 4

investment risk profile based ETFs this year.

DIVERSIFIED

*Represents funds that commenced trading in the 2018 Financial Year
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2018 LIC REVIEW

+24% $41.1 BILLION
LIC FUNDS UNDER MANAGEMENTGROWTH

+11 110
TOTAL LICS ON ASXNEW LICS

$1.55B MAGELLAN GLOBAL 
TRUST
LARGEST LIC IPO

IPO RAISING

$7.3B AUSTRALIAN FOUNDATION 
INVESTMENT COMPANY
LARGEST LIC BY MARKET CAPITALISATION

TOTAL SIZE

+48.89% NGE CAPITAL LIMITED
HIGHEST RETURN LICTOTAL RETURN

+12.12% BENJAMIN HORNIGOLD LIMITED
HIGHEST YIELD LICTOTAL YIELD



2018 LIC REVIEW 

The 2018 Financial Year was another big one for Listed Investment Companies.

Whilst the number of new IPOs was steady on last year, the capital raised was

significantly higher, and included two billion dollar plus IPOs, in Magellan Global

Trust and L1 Long Short Fund. IPOs alone raised over $5 billion. 

 

The last year saw a couple of changes in how LICs are issued. The first being the move

to LIC issuers funding the costs of IPOs themselves, rather than passing the cost onto

investors and offering 'bonus options' as sweeteners to the deal. This provides a much

better outcome to investors and we have no doubt there is a correlation between this

and the amount of capital raised in the IPOs where this approach was taken. 

 

The second is the emergence of Listed Investment Trusts (LIT) as an alternative to

Listed Investment Companies. LITs offer many similar attributes to LICs, but must

pass on all earnings to investors. This means less stability of income compared to a

LIC, but more favourable tax outcomes to some investors. 

 

Many of the LICs launched in FY 2018 used the LIT structure, and with the Labor

Party promising changes to the franking credit regime if they win the next election,

we expect to see LIT become the tax structure of choice if this materialises. 

The year also saw a number of smaller

funds re-position themselves in the

market, with name and ticker changes,

and often a change in investment

manager or investment strategy. One of

the potential pitfalls of LICs, is the

ability for the investment manager to

change their strategy, with retail share

holders able to provide little influence

on the process. These changes can see

significant portfolio turnover, or a

change in strategy which may not be in

the investor's best interests. 

 

 There's plenty more LIC IPOs in the pipeline, and we don't expect to see demand drop

any time soon. Like Active ETFs, an increasing number of fund managers are seeing

LICs as a legitimate method to distribute their products and are tapping into the

billions of dollars of capital available from those who prefer the simplicity that these

bring investors. 

 

YEAR IN REVIEW
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2018 LIC REVIEW 

There are 56 LICs that we follow that focus on Australian shares, with

3 new LICs launched in the 2018 Financial Year. These funds now

account for $30.3b in funds under management. The average total

return (by share price growth & dividends) for the year was 8.07%, with

dividend yield of 4.95%. Average management fess for Australian LICs

were 0.96%pa, with 61% of LICs having performance fees. The average

pre tax discount to Net Asset Value (NAV) at 30 June was 7.17%, and

average post tax discount 3.56%.

AUSTRALIAN SHARES



2018 LIC REVIEW  AUSTRALIAN SHARES
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2018 LIC REVIEW  AUSTRALIAN SHARES

*Represents funds that commenced trading in the 2018 Financial Year
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2018 LIC REVIEW 

There are 28 ETFs that we follow that focus on global shares, with 5

new LICs launched in the 2018 Financial Year. These funds now

account for $8.7b in funds under management. The average total

return (by share price growth) for the year was 2.07%, with dividend

yield of 3.67%. Average management fees were 1.34%, with 82% of

global LICs having performance fees. The average pre tax discount to

Net Asset Value at 30 June was 6.57%, and average post tax discount

2.71%.

GLOBAL SHARES
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2018 LIC REVIEW  GLOBAL SHARES

*Represents funds that commenced trading in the 2018 Financial Year
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2018 LIC REVIEW 

A handful of property, infrastructure and fixed income LICs exist, with

three new IPOs this year. MCP Master Income Trust, listing this last

year is the largest in this segment, raising over $500m in their IPO, and

later adding another $250m through a capital raising.

INFRASTRUCTURE, FIXED INCOME
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CONCLUSION

We hope you enjoyed our second ETF & LIC review.

There's no doubt the sector continues to explode in

popularity and we expect to see further double digit

growth in the 2019 Financial Year. Below we have listed

some of our readers' favourite posts from the 2018

Financial Year. Thanks for reading!

WHICH SUPER FUNDS ALLOW YOU TO INVEST IN ETFS & 

LICS?

For most investors, super is a significant source of their wealth.

More investors are looking to take more control of their super,

including investing in ETFs and LICs. In this post we have a look at

the funds that allow you to invest in these investments.

HOW WOULD CHANGES TO DIVIDEND IMPUTATION IMPACT LICS?

The Australian Labor Party recently announced changes to the

dividend imputation system if they win the next election. This will

impact many low tax paying investors, particularly LIC investors.

We have a look at how LICs would be affected.

THE THEMATIC ETFS WE'D LIKE TO SEE ON THE ASX

The maturing of the Australian ETF market means ETF issuers need

to get more creative in their listings, finding themes, trends and

strategies that attract investor funds. We take a look at the

thematic ETFs on the ASX and develop our fund wishlist.

DO DIVIDEND HARVESTING STRATEGIES STACK UP?

If there’s one thing we’ve learned running ETF Watch it is that we

Australians love dividends. Dividend Harvesting is a popular

strategy employed by those seeking to maximise their yield. We

take a look at the strategy and the ETFs which employ it.

http://www.etfwatch.com.au/blog/which-super-funds-allow-you-to-invest-in-etfs--lics
http://www.etfwatch.com.au/blog/how-would-changes-to-dividend-imputation-impact-lics
http://www.etfwatch.com.au/blog/the-thematic-etfs-we%E2%80%99d-like-to-see-on-the-asx
http://www.etfwatch.com.au/blog/do-dividend-harvesting-strategies-stack-up
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