Investing for Successful Retirement

UD Osher — OLLI
Spring 2024

Rajeev A. Vaidya
Ron Materniak
Jane Roe-Fox

5 March 2024 Rajeev Vaidya



Disclaimer in plain language

Disclaimer - in plain language:

Opinions are like noses, everyone has one !

You are going to see mine in this course !!

( - We are simply sharing our perspective.
This is not investment advice or recommendation.
Ron, Jane and I are not a financial advisors.

This course is for educational purposes only.

Form your own opinion, make your own investment decisions.
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Fifth Class - March 6th

0 US Equities Market Review — 20 minutes

0 ETFs deep dive — Part 1

1 What is an ETF?
1 How does it work?
1 Performance Criteria for an ETF
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Factset(R) - S&P 500 Calendar year earnings forecast
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—2022 Earnings

Factset Earnings Insghts — 2/29

* Factset® S&P 500 EPS for Q423 — 4%

* Factset® increased the 2024 EPS forecast by 51 cents to $243.82

* CFRA increased the 2024 EPS forecast by 18 cents to $240.32

* Factset® increased forecast for 2025 EPS by 90 cents to 276.45

*  Factset® estimate of bottom up 12-month forward SP500 is 5589
that is about a 10% increase from the close yesterday

*  Factset® reports current fwd looking P/E is 20.4
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https://advantage.factset.com/hubfs/Website/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_101323.pdf
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Market Breadth - another way
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This is NOT investment advice

Weekly market direction ....

Prof. Guy Werner

Guy.werner@yverizon.net

COLUMNS CD&E ARE FROM IBD AND ARE PROVIDED BY DAVE (IN THE NORTH) SMITH
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US Dollar - weekly
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Fifth Class - March 6th

0 US Equities Market Review — 20 minutes

0 ETFs deep dive — Part 1

1 What is an ETF?
1 How does it work?
1 Performance Criteria for an ETF
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Funds and ETFs

0 Mutual Funds and ETFs

1 What are they?
1 How do they work?
1 How do you buy them?

0 Pre-reading if you have time

O 0OooOono

1 Investopedia links:

https://www.investopedia.com/terms/m/mutualfund.asp
https://www.investopedia.com/terms/e/etf.asp
https://www.investopedia.com/ask/answers/09/mutual-fund-etf.asp
https://www.investor.gov/sites/investorgov/files/2020-04/mutual-funds-ETFs 2 0.pdf
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https://www.investopedia.com/terms/m/mutualfund.asp
https://www.investopedia.com/terms/e/etf.asp
https://www.investopedia.com/ask/answers/09/mutual-fund-etf.asp
https://www.investor.gov/sites/investorgov/files/2020-04/mutual-funds-ETFs_2_0.pdf

What is a Fund?

0 A pool of money (Company) that is invested in a portfolio of
investments. Run by a bank or a financial company.
0 Portfolio can be equities in
1 A market
1 A sector
1 A strategy
[ Etc.
0 Investors can invest in the Fund and get exposure to the entire
portfolio
[1 Investors own a fraction of the portfolio.
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Funds -

0 Funds are regulated by the govt.
0 SEC
[ Investment Company Act of 1940

0 Who offers them
[ State Street, Blackrock
0 JP Morgan, etc.
[0 Vanguard, Fidelity etc.
1 Many others

0 US registered ETFs $ 7t AUM ... Mutual Funds $27t AUM
[ Less than 5% actively managed

[0 Data from statista.com end of 2021
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https://www.marketwatch.com/tools/mutual-fund/top25largest

Largest Mutual

F u “ d s RANK  SYMBOL FUND NAME

1 VSMPX Vanguard Total Stock Market Index Fund;Institutional Plus

=i} T —
3 VFIAX Vanguard 500 Index Fund;Admiral N
4 VTSAX Vanguard Total Stock Market Index Fund;Admiral NA
5 VMEXX Vanquard Federal Money Market Fund;Investor AUM 4645 B
6 SPAXX Fidelity Government Money Market Fund
7 FDRXX Fidelity Government Cash Reserves
8 FGTXX Goldman Sachs FS Government Fund;Institutional
9 VGTSX Vanguard Total International Stock Index Fund;Investor
10 SWVXX Schwab Value Advantage Money Fund;Investor
11 OGVXX JPMorgan US Government Money Market Fund;Capital
12 VIIIX Vanguard Institutional Index Fund;Inst Plus
13 VEESX Vanguard 500 Index Fund;Institutional Select
14 FRGXX Fidelity Instl Government Portfolio;Institutional
15 VTBNX Vanguard Total Bond Market II Index Fund;Institutional — Higher min 1nvestment
16 VTBIX Vanguard Total Bond Market II Index Fund;Investor LOWCI’ expense ratio
17 GVMXX State Street US Government Money Market Fund;Prem p
18 AGTHX American Funds Growth Fund of America;A
19 TEDXX BlackRock Liguidity FedFund;Institutional
20 VMRXX Vanguard Cash Reserves Federal Money Market Fd;Adm
21 MVRXX Morgan Stanley Inst Lig Government Port;Institutional
22 VINIX Vanguard Institutional Index Fund;Institutional
23 FCNTX Fidelity Contrafund
24 TTTXX BlackRock Liguidity Treasury Trust Fund;Institutional
25 VTILX Vanguard Total International Bond II Index Fund;Institutional
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https://www.marketwatch.com/tools/mutual-fund/top25largest
https://www.marketwatch.com/investing/fund/VSMPX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VSMPX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FXAIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FXAIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VFIAX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VFIAX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTSAX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTSAX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VMFXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VMFXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/SPAXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/SPAXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FDRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FDRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FGTXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FGTXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VGTSX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VGTSX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/SWVXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/SWVXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/OGVXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/OGVXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VIIIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VIIIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VFFSX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VFFSX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FRGXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FRGXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTBNX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTBNX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTBIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTBIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/GVMXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/GVMXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/AGTHX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/AGTHX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/TFDXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/TFDXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VMRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VMRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/MVRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/MVRXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VINIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VINIX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FCNTX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/FCNTX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/TTTXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/TTTXX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTILX?mod=top25mutualfunds_quotes
https://www.marketwatch.com/investing/fund/VTILX?mod=top25mutualfunds_quotes

Largest ETFs
——————

hi

ttps://etfdb.com/compare/market-ca
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/

Avg Daily Share

Symbol  Name AUM Volume (3mo)

SPY SPDR S&P 500 ETF Trust 500.6 77,466,578
vV iShares Core S&P 500 ETF 442.5 5,466,391
VOO Vanguard S&P 500 ETF 413.4 5,166,906
VTI Vanguard Total Stock Market ETF 374.2 3,464,181
QQQ Invesco QQQ Trust Series | 252.0 44,423,645
VEA Vanguard FTSE Developed Markets ETF 125.9 11,515,790
VUG Vanguard Growth ETF 115.2 1,002,498
VTV Vanguard Value ETF 110.7 2,517,716
IEFA iShares Core MSCI EAFE ETF 109.3 8,289,556
BND Vanguard Total Bond Market ETF 105.4 7,722,586
AGG iShares Core U.S. Aggregate Bond ETF 102.1 9,360,162
IWF iShares Russell 1000 Growth ETF 87.4 1,481,930
JH iShares Core S&P Mid-Cap ETF 79.9 8,048,811
VIG Vanguard Dividend Appreciation ETF 76.9 1,359,743
R iShares Core S&P Small-Cap ETF 76.9 5,139,094
IEMG iShares Core MSCI| Emerging Markets ETF 74.4 11,684,460
VWO Vanguard FTSE Emerging Markets ETF 74.4 10,925,977
VGT Vanguard Information Technology ETF 69.1 523,548
VXUS Vanguard Total International Stock ETF 65.7 3,106,343
XLK Technology Select Sector SPDR Fund 63.0 6,989,401
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https://etfdb.com/compare/market-cap/
https://etfdb.com/etf/SPY/
https://etfdb.com/etf/SPY/
https://etfdb.com/etf/IVV/
https://etfdb.com/etf/IVV/
https://etfdb.com/etf/VOO/
https://etfdb.com/etf/VOO/
https://etfdb.com/etf/VTI/
https://etfdb.com/etf/VTI/
https://etfdb.com/etf/QQQ/
https://etfdb.com/etf/QQQ/
https://etfdb.com/etf/VEA/
https://etfdb.com/etf/VEA/
https://etfdb.com/etf/VUG/
https://etfdb.com/etf/VUG/
https://etfdb.com/etf/VTV/
https://etfdb.com/etf/VTV/
https://etfdb.com/etf/IEFA/
https://etfdb.com/etf/IEFA/
https://etfdb.com/etf/BND/
https://etfdb.com/etf/BND/
https://etfdb.com/etf/AGG/
https://etfdb.com/etf/AGG/
https://etfdb.com/etf/IWF/
https://etfdb.com/etf/IWF/
https://etfdb.com/etf/IJH/
https://etfdb.com/etf/IJH/
https://etfdb.com/etf/VIG/
https://etfdb.com/etf/VIG/
https://etfdb.com/etf/IJR/
https://etfdb.com/etf/IJR/
https://etfdb.com/etf/IEMG/
https://etfdb.com/etf/IEMG/
https://etfdb.com/etf/VWO/
https://etfdb.com/etf/VWO/
https://etfdb.com/etf/VGT/
https://etfdb.com/etf/VGT/
https://etfdb.com/etf/VXUS/
https://etfdb.com/etf/VXUS/
https://etfdb.com/etf/XLK/
https://etfdb.com/etf/XLK/

How a Mutual Fund works

Institution sponsoring
the Fund bears cost of
distribution

Traded at NAV once a day

5 March 2024
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Broker [—1 Sales Agent

Rajeev Vaidya




ETF?

0 Hybrid — Investment features of Mutual funds married to trading
features of common stocks.
1 Like a mutual fund, an investor owns a proportional interest in pooled assets.
[0 Generally managed by an investment company for a fee.
[0 Regulated by the Investment Company Act of 1940.
[0 Traded in continuous markets on global stock exchanges — continuous pricing
and liquidity throughout the trading day.

0 Over 8000 global ETFs, over 2600 in the US (not updated)

5 March 2024 Rajeev Vaidya 19



How an ETF works

FIGURF 3
Creation of ETF Shares

P Creation haskat
<« Authorized
/m } partlclpam
One crection unit
(2.9., 150,000 sharas af an ETF)

Instituti . Portfolio Composition File
nstitution sponsoring Intraday Indicated Value
the ETF does not

distribute

Mote: [he creation oasket is a spacif ¢ list of secuities, cash, and/or other assets.

/ Sell shares to
[ <<=

¢

Trade shares on
an exchange Traded all

S » _—>| day long like
. a stock

How ETFs work - Investment Company Institute

https://www.ici.org/etf resources/background/explain_18 etfs

https://www.ici.org/etf resources/background/fags_etfs

5 March 2024 Rajeev Vaidya

\

large market maker or institution with a
ETF trading desk. Make profits through
arbitrage of the ETF NAV vs. underlying
assets and through trading commissions
and fees in the secondary market.

20


https://www.ici.org/etf_resources/background/faqs_etfs
https://www.ici.org/etf_resources/background/explain_18_etfs

Arbitrage

The ETF Creation

The AP delivers each of the stocks inthe basketin
their required share amounts to the ETF issuing firm.

Stock Stock Stock Stock Stock
A P A : M c i o :
The AP receives a creation unit of ETF shares—typically ‘ E I F

around 50,000 shares, but sizes canvary.

New ETF shares are issued to the AP

-\ Basket
~—— of Stocks

The ETF Redemption

ETF

The AP delivers a creation unit of ETF shares—typically
around 50,000 shares, but sizes canvary.

e delivered to the ETF issuer

AP

The AP receives each of the stocks in the basket in their
required share amounts from the ETF issuer.

Stock Stock Stock Stock Stock
A B C D E

Share
of the ETF

https://www.etf.com/etf-education-center/etf-basics/what-is-the-creationredemption-mechanism

5 March 2024
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https://www.etf.com/etf-education-center/etf-basics/what-is-the-creationredemption-mechanism

ETFs - Pros and Cons

Like an individual stock — tradeable An ETF for anything — makes unfamiliar
intraday, go long or short, optionable, markets accessible to novices.
marginable etc.

Lower expenses — no distribution expense, Transaction Costs, Bid/Ask Spreads
passive strategies.

Transparency — portfolio, price discovery

Less taxable distributions, more investor
control on taxes.

Investment or redemption by one investor
does not impact others directly.

No minimum investments.

5 March 2024 Rajeev Vaidya 22



How an investor benefits

0 Dividend payments
[1 Funds pay all dividends minus costs back to investors
[0 Taxable for the investor

0 Capital Gains/Losses

1 When a fund makes a gain or a loss by selling shares, it must pass the
gain/loss minus costs back to the investor.

[1 Happens regularly for a Mutual Fund .. Not for an ETF
[0 Taxable for the Investor
O Gain or loss from buying and selling the fund shares for the investor
[1 Investor makes a gain or loss from buying and selling
00 Taxable for the investor

5 March 2024 Rajeev Vaidya 23



Fees and Expenses

Mutual Funds
0 Management (12-b-1) fees
0 Sales or Redemption Loads

[1 Fees earned by sales agent

Vary by share class (?)
Often based on investment size

O Account Management fees

ETFs
0 Management (12-b-1) fees

0 Trade commissiensby broker

0 Bid — Ask spread

5 March 2024
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Compared Funds

Fund Category
1431124

Morningstar Rating
113124
Morningstar Return
131024

Fund Price
Today's Change

1-Year Return
ve. selected funds

Met Expense Ratio

vs. selected funds

Avg. Market Cap
ve. selected funds

Sales Load

Inceptlion Date

5 March 2024

VEIAX

Wanguard 500 Index Fund Admiral

Shares

Large Blend

i i i o &
High

High
547503
+3.80
+20.77T%

High

0.04%

Above Averags

$251.7B
High

Mo Load
Brokerage
Commissions Apply

11/15/Z000

Rajeev Vaidya

VEINX

Wanguard 500 Index Fund Investor

Shares

Large Blend

d ol ol o

Abowe Average

Above Average

$475.03
+3.80

+20.65%

Bslow Average

0.14%
High

%251.7E
High

Mo Load
Brokerage
Commissions Apply

03/31/1970

Vamguard S&P 500 ETF

t'| Prospectus

Large Blend

d i o o o
High

High

$471.43
+450

+20.78%
Abowe Average

0.03%

Below Averzge

5251.78
High

Mo Load
Brokerage
Commissions Apply

007/ 2010
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Cost Analysis Hypothetical example: Fees were caloulated assuming an initial investment of 3100000 follewed by additional reinvestments of 32,500

every year for four years (with an estimated rate of return of & percent).

$333.02 (1.41%)

Showe table values relative to: | Selected funds |

Compared Funds

Fund Category

1iE1534

Maornimgstar Rating

1iE1534

Expense Ratio

v gabachad funds

12b-1 Fee

v gabachad funds

Redemption Fee

Sales Load

Initial Minimuwm

Additional Minimum
Addmiomnal IRA

Addrranal AP

5 March 2024

SA15.52 (1.75%)

S66.T3 (0.28%)

= "5 Mouseover stars bo see Morningstar Rating detail.

!‘:‘ Mousaover table to see comparative information.

VEI O vrnx
Wanguard 5 Index Fund Admiral

Shares Shares
| L |

Large Blend

i & & & & 4

0.04%

Above fverage

Mia

Mo Load
Brokerage
Commissions Apply

5,000
HiA
HiA

£1
HiA
HiA

Rajeev Vaidya

Wanguard S0 Index Fund Inwvestor

Large Blend
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& & & &

Mo Load
Brokerage
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Compared Funds

Fund Category
131524

Morningstar Rating
1/31/24

Y¥TD Return

vz selected funds

1-Month Return
vs. selected funds

I-Month Return

ve. selected funds

5-Year Return
ve. selected funds

10-Year Return
ve. selected funds

Since Inception
Inception Date

5 March 2024

VEIAX [+

Vanguard SO0 Index Fund Admiral
Shares

Large BElend

s o e e ok
High

+1.68%
High

+1.468%

+15.99%

Above Awerage

+14.26%
High

+12.58%
High

+7.67%
11137000

VEINX [+ |

Wanguard 500 Index Fund Imvestor
Shares

Large Elend

i e ok ok

Above fverage

+1.67%

Above fverage

+1.67%

+15.97%

Below Average

+14.14%

Eelow Average

+12.46%

Eelow Average

+11.23%
08/31/197T6
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Voo a
Vanguard S&P 500 ETF
| Prospectus
Large Blend
& & & &
High
+1.61%

Balow Average

+1.61%
s -

+15.01%
Figh

+14.26%
Above Average

+12.57%
Above Average

+13.82%
09072010
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Compared Funds

Fund Category
173124

Morningstar Rating
173124
Morningstar Return
173124

Fund Price
Today's Change

1-Year Return
ve. selected funds

Met Expense Ratlo
ve. selected funds

Avg. Market Cap
vs. selected funds

Sales Load

Inception Date

5 March 2024

voo |

‘anguard S&P SO0 ETF

F Prospectus

Large Blend

i & i ik
High

High
547143
+4.50
+20.76%

High

0.03%

Above Awerags

$751.76
High

Mo Load
Brokerage
Commissions Apply

09/07/2010

vV a

iShares Core SEP SO0 ETF

¥ | Prospectus

Large Blend

- & & & &
High

High
$515.39
+4.94
+20.75%

Abowe Average

0.03%
Abowe Average

£251.5B

Balow Average

Mo Load
Brokerage
Commissions Apply

05,/15,/2000
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SPY [+
SPDR® SEP SO0 ETF Trust

F| Prospectus

Large Blend

o i ik ok
Abowe Average

Above Average

l} $512.85

+477
+20.61%

Selow Average

0.09%
High

5251.68
Abaowe Average

Mo Load
Brokerage
Commissions Apply

01/22/1993
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What do you want in a Fund?

0 Reputable Sponsor

O Liquidity

O Delivers exposure to the asset class / index you want
exposure to

[ Fits your asset allocation plan
[1 Matches performance of the asset class

0 Low Expense Ratio and transaction fees
0 Rated well by rating agencies

5 March 2024 Rajeev Vaidya 29



Sources of information for ETFs

O Morningstar
1 Paid subscription gives access to more content including medalist funds etc.
[0 2 part rating system — Stars for prior performance; Medals for future outlook

O AAII ETF database

0 Annual list of ETFs and performance (requires membership)

O Your Brokers website
00 ETF prospectus
[0 ETF selection tools
[0 ETF comparison tools
[0 CFRA or other analyst reports on ETFs

O https://etfdb.com/
[ ETF database website — a lot of free information
[0 Paid subscription provides more

5 March 2024 Rajeev Vaidya 30


https://etfdb.com/

Sixth Class - Mar. 13th

0 US Equities Market Review — 20 minutes

0 ETFs deep dive — Part 2

1 Performance metrics
1 Risk
1 ETFs for various asset classes

5 March 2024 Rajeev Vaidya
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Thanks !

0 Happy Investing !!

0 My EMail
0 diyinvst@udel.edu

0 Class website
[0 http://udel.edu/~diyinvst

5 March 2024 Rajeev Vaidya
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