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Agenda

Building portfolios with ETFs

• Are enough ETFs available to build portfolios?
• How can new technology/services help? 

Liquidity

• Is there a liquidity issue in Indian ETFs?
• What are the causes and can we do about it?
• Does it matter for retail investors?



ETF evolution in India

Source: CFA Society India’s A report on Indian ETFs



ETF basics - global

Source: BlackRock
https://blogs.cfainstitute.org/investor/2020/03/30/dispelling-the-misperceptions-three-ways-etfs-benefit-financial-
markets/



ETF basics - India



ETF basics - India

Live quotes on NSE Real-time NAV on AMC site



What is the liquidity problem?

What are we calling lack of liquidity?

• Low average daily turnover volumes for ETFs?
• High bid-ask spreads? 
• High impact costs?
• High tracking error?



ETF liquidity - TE/impact?



ETF liquidity - TE/impact?



ETF liquidity - causes?

Market structure

• Average daily trading volumes of ETFs vs stocks
• Role of Authorised Participants (AP) and Market 

Makers (MM)
• Trading & settlement?
• Securities lending & borrowing
• Futures & options

Market practice

• Product design issues
• Disclosure of iNAV and eNAV
• ?



Causes - direct redemption?

Source: CFA Society India’s A report on Indian ETFs



Causes - market making?

Source: CFA Society India’s A report on Indian ETFs



Causes - basket creation process?

Source: Anubhav Srivastava’s ETF liquidity and index funds



Causes - diversification?

Source: CFA Society India’s A report on Indian ETFs



ETF liquidity - recommendations

Market structure

• Liquidity enhancement schemes
• Role of Authorised Participants (AP) and Market 

Makers (MM)
• Securities lending and borrowing
• Futures & options
• Stamp duty on ETFs

Market practice

• Phase out direct redemptions?
• ?



Building portfolios

Variety of ETFs

• Fixed income ETFs may aid price discovery
• What’s missing?

New technology & services

• Technology such as smallcase, WealthDesk?
• Model portfolio services
• Investor education (do ETFs pay 2bps charge? if so, are 

passive investors paying for ‘education’ of active 
investors?



Building portfolios

https://aver.wealthdesk.in/

www.themoneyhans.com

https://youtube.com/themoneyhans

https://aver.wealthdesk.in/
http://www.themoneyhans.com
http://www.youtube.com/themoneyhans


Conclusion - have we resolved... 

Building portfolios with ETFs

• There are now educational, model portfolio and 
execution services available for investors

Liquidity

• Is there a liquidity issue in Indian ETFs?
• What causes it and can we do about it?
• Does it matter for retail investors?


