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ETFs offer a range of benefits that can make them an attractive investment option. To help ensure investors own the ETF that best fits
their objectives, understanding the benefits of ETFs is key.

DIVERSIFY YOUR PORTFOLIO:

We've all heard the adage, “Don't put all your eggs in one
basket.” In an investment context, this advice speaks to the
importance of being properly diversified. Diversification can
enhance risk-adjusted returns over time, protecting a portfolio
against a sharp drop in one holding or asset class.

Exchange traded funds (ETFs) can offer compelling benefits in
terms of diversification. From an asset allocation standpoint,
owning ETFs can complement and augment the other building
blocks of an investor’s portfolio—whether that's cash or cash
equivalents, individual securities (equities or fixed income), or
alternative investments (e.g. private equity).

Meanwhile, exchange traded funds allow for diversification
because they offer investors access to such a wide range of
stocks and bonds. There are ETFs that seek to track broad
market indices, strategies that complete parts of a portfolio
such as value, growth, or income, as well as funds that focus
on specific countries or sectors. Each investor can buy the mix
of ETFs that helps to meet their unique needs and objectives.

TAX EFFICIENCY:

Returns matter for investors. Fortunately, the way exchange
traded funds are designed can help minimize the taxes paid by
investors holding the ETF. ETFs can engage in ‘in kind’
transactions for their underlying securities, which avoid the
realization of capital gains. This leads to lower capital gains
taxes payable for those who hold an ETF in their portfolio. So,
while investors will still realize capital gains for the increase in
their purchase price vs. their sale price, trading activity within
the ETF likely won't have any tax implications.

INTRADAY TRADING:

Another advantage of ETFs is that you can buy and sell them
throughout the trading day. So, while we don't recommend
attempting to time the market, you do have the ability to
respond to market changes as they happen. You don't have to
wait for the close of trading to know the price you'll receive,
either.

Intra-day trading is available for all ETFs, including those that
trade less frequently. For those ETFs, which can have more
price fluctuations, it is best practice to use a limit order or wait
until after the market has been open for an hour or so.

PRICE EFFICIENCY:

Price matters. Whether you're buying a sweater, a car, or an
ETF, you want to feel confident that you won't pay more than
something is currently worth, or sell for less than you could
get. ETFs have two mechanisms that can contribute to the
price efficiency. First, each ETF has one or more designated
Authorized Participants (AP). These are typically brokerage
firms or other trading companies. Authorized Participants
may deal both in a given ETF, as well as that ETF's underlying
assets—creating and redeeming units of a fund in the process.

If the market price of an ETF is trading at a discount to its Net
Asset Value (NAV)*, an AP can deliver units of the ETF to the
fund’s provider, taking the ETF's basket of securities in return.
On the flip side, if an ETF is trading at a premium to its NAV, an
AP can profit by doing the reverse: Buying securities and
delivering them to the fund provider in exchange for ETF units.

A second layer of price efficiency in ETFs arises due to the
actions of what are known as Market Makers. Market Makers
are trading firms designated to provide liquidity when
required. These firms post bid and ask quotes throughout the
trading day, giving prospective buyers and sellers the ability to
tradeinan ETF.

TRANSPARENCY:

A final key benefit of ETFs is their transparency. In other
words, investors know what they're buying and they know
what they're selling. ETFs differ in the amount of transparency
they provide, but in both cases there is sufficient disclosure
for someone to make an informed decision.

Fully transparent ETFs publish their complete list of holdings
daily. That means the market knows at the end of each trading
day which securities an ETF owns—and exactly how many.
Semi-transparent ETFs, on the other hand, shield some level
of detail to protect their investment process. To facilitate
transparency, these funds publish what is known as an
indicative NAV. An indicative NAV tells the market what a
fund’s underlying holdings are worth.
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DISCLOSURES

Al investments involve risk, including possible loss of principal. Please see each product's web page for specific details regarding investment objective, risks, performance, and other
important information. Review this information carefully before you make any investment decision. Before investing you should carefully consider a Fund’s investment objectives,
risks, charges, and expenses. This and other information is in the summary or statutory prospectus, a copy of which may be obtained by calling 1-877-876-6383. Please read the
prospectus carefully before you invest.

The views expressed are those of Brown Advisory as of the date referenced and are subject to change at any time based on market or other conditions. These views are not intended to be and should
not be relied upon as investment advice and are not intended to be a forecast of future events or a guarantee of future results. Past performance is not a guarantee of future performance and you
may not get back the amount invested.

Brown Advisory does not provide accounting, tax or legal advice. A prospective investor should therefore not construe the contents of this document as investment, legal, tax, regulatory, financial,
accounting or other advice.

An Exchange-Traded Fund (ETF) is a type of investment fund and exchange-traded product, meaning it is traded on stock exchanges. ETFs hold assets such as stocks, commodities, or bonds and
generally operate with an arbitrage mechanism designed to keep trading close to its net asset value, though deviations can occasionally occur. ETFs offer investors a way to buy a broad portfolio of
assets in asingle transaction, providing diversification and typically lower costs compared to other types of investment funds.

ETFs may trade at a discount to their NAV and are subject to the market fluctuations of their underlying investments. ETFs are subject to Brown Advisory management fees and other expenses,
which will reduce performance.

The Brown Advisory Exchange Traded Funds (ETFs) are distributed by SEI Investments Distribution Co. (SIDCO), 1 Freedom Valley Drive, Oaks, PA 19456. Funds are managed by Brown Advisory LLC.
SIDCO is not affiliated with Brown Advisory LLC.


https://www.brownadvisory.com/etf/how-to-invest
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