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The evolution of ETFs
It’s time to redefine exchange-traded funds (ETFs), as they continue to reshape the face 
of investing and asset management. Gone are the days of ETFs only tracking market-
capitalization-weighted equity indexes. They now run the gamut from passive to strategic 
beta to a full range of increasingly specialized active strategies. ETFs have also branched 
out to other asset classes such as fixed income, commodities, and alternatives. 

What is an ETF? An ETF is a basket of securities that trades on an exchange like 
an individual stock. The key benefits of ETFs include tax efficiency, lower fees, 
transparency, and liquidity.
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1 Passive investing

• Typically tracks a market-cap- 
weighted index

•  Market cap weighting may result in 
overconcentration

• Gets exposure to specific segments  
of the market or the entire market

• Little or zero tracking error

2 Strategic beta

•  Tracks a rules-based index that isn’t 
focused on market cap weight

•  May avoid potential concentration  
of market cap weighting

•  Combines elements of passive and  
active management 

• Often based on academic research

• Higher tracking error than  
pure passive

•  May be based on single factors 
(size, relative value, profitability, 
momentum, volatility, etc.) or 
may combine these factors in a 
multifactor strategy

•  May be used for core portfolio  
positions, specific outcomes,  
enhanced passive allocations

3 Active investing

•  Portfolio manager investment 
decisions and security selection, not 
tied to a market-cap-weighted index

•  Greater manager flexibility based  
on an assessment of the current  
market environment

• Potential for outperformance/
underperformance

• Higher tracking error than passive 
and strategic beta

• Typically higher turnover

• May have less portfolio transparency 
(semitransparent active ETFs)
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Some key events in the evolution of U.S. ETFs

2000 2008 2011 2020

First  
semitransparent 

active ETF

First 
multifactor 

ETF

First 
active 

ETF

First 
strategic  
beta ETF

1993

First 
ETF 

listed

2002

First 
bond 
ETF

ETFs are playing a major role in the evolution of investing, so we think 
it’s time to redefine ETFs as more strategies beyond simple indexing—
including multifactor and active strategies—become available in this 
attractive structure. ETFs are also expanding to cover more asset classes.

Source: Investment Company Institute, Morningstar, 2020.
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2022 was the second-best year  
ever for ETF flows, gathering over2

$598B

2022 also saw continued interest in actively  
managed ETFs, with inflows of  
 
 
 $86B
431
Number of ETFs that were launched in 20223

66% 

Percentage of advisors who said performance  
was the most important ETF attribute4

2
$6.4T
Combined assets of all ETFs1

3,086
Total number of ETFs1

1 etf.com, as of 12/31/22. 2 “A Brutal Year in the Markets Doesn’t Rattle ETF Investors,” Morningstar, 1/3/23. 3 “ETF Launches Slowed in 2022 for First Time in 3 Years,” etf.com, 12/30/22. 4 Cerulli, 2022.

All data shown is referring to U.S. ETFs only.
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More financial professionals  
and investors are using ETFs

Beyond passive:  
strategic beta and active ETFs
ETFs have evolved to include a variety of ways for 
investors to gain market exposure, from the pure 
beta of traditional index strategies to fully active 
strategies that don’t adhere to an index at all. 
Strategic beta is thought of as a middle ground 
that combines the rules-based discipline of passive 
investing with the potential outperformance of 
active management. 

Strategic beta

Active investing

Potential 
underperformance

Potential 
outperformance

Passive 
investing

Performance/returns

The spectrum of potential risk/return of passive, strategic beta, 
and active ETF strategies

Market-cap-weighted index performance
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Advisor adoption of ETFs  
is growing
Financial professionals are adding ETFs 
to their tool kits and investor portfolios as 
more strategies and asset classes become 
available. For example, more advisors are 
using ETFs for specific strategies, including 
sectors, fixed-income asset classes, 
alternatives, and thematic investing.

Advisor adoption of ETFs by asset class

Source: “U.S. Exchange-Traded Fund Markets 2022,” Cerulli Associates, 2022. Some values may not total 100% due to rounding.

n	Currently using              	n		Plan to use              n		Don’t plan to use
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Source: “2022 Trends in Investing Survey,” Journal of Financial Planning, 2022.

65%
of advisors recommend and 
use ETFs with their clients.
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1 “The Tax Efficiency of ETFs Alleviated Some Pain for Investors in 2022,” morningstar.com, 12/9/22. 2 “US ETF  
investors mainly motivated by tax loophole, study shows,” Financial Times, 2/15/21.

Consider this 

ETF tax efficiency

Of all the ETFs managed by the 15 largest 
U.S. sponsors, only 2.5% of their ETFs were 
expected to distribute capital gains to their 
shareholders for 2022.1 One reason ETFs are 
tax efficient is that they’re bought and sold 
on the exchange, so investors typically don’t 
interact directly with the ETF. In contrast, when 
a mutual fund experiences net redemptions, 
it has to sell securities to raise cash to give 
back to investors. This can result in a capital 
gain for the fund that must be distributed to 
shareholders. In fact, tax efficiency is seen as 
a primary catalyst for the significant inflows to 
ETFs during the past two decades.2

What you need to know 
about buying/selling ETFs

•  Understand why net asset value (NAV) 
premiums/discounts may occur

• Avoid trading at the market open/close

• Use limit orders
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A multimanager approach to ETFs
We believe our multimanager approach to ETFs allows us to deliver some of the world’s 
best managers in a low-cost, transparent structure. Our team of 200+ professionals who 
specialize in manager research and oversight vets more than 200 new strategies and holds 
over 100 in-person oversight meetings with managers annually. 

Our ETF managers at a glance

Manulife Investment Management is an 
established asset manager with global resources 
and expertise extending across equity, fixed-
income, and alternative investments as well as 
asset allocation strategies.

Dimensional Fund Advisors is a pioneer of multifactor investing. The company 
has applied ideas rooted in academia for decades and, today, it’s one of the 
most well-respected managers in the field. Dimensional’s systematic approach 
is backed by insight gained from decades of academic research and experience 
implementing rules-based strategies in competitive markets.

Dimensional is a trademark of Dimensional Fund Advisors LP.
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1 “Net expense ratio (what you pay)” represents the effect of a fee waiver and/or expense reimbursement, and is subject to change. All ETFs are contractual through 8/31/23 with the exception of JHMM , JHDV, and JHID, which are 
contractual through 7/31/24. Gross expense ratios for John Hancock ETFs are as follows: JHCB, 0.94%; JHMB, 0.94%; JHPI, 0.82%; JHML, 0.32%; JHMM, 0.42%; JHSC, 0.45%; JHDV, 1.56%; JHID, 1.32%; JHMD, 0.42%; JHEM, 0.56%.

Ticker
Net expense ratio 
(what you pay)1 (%) Manager Morningstar category

Fixed income

John Hancock Corporate Bond ETF JHCB 0.29 Manulife IM Corporate bond

John Hancock Mortgage-Backed Securities ETF JHMB 0.40 Manulife IM Intermediate core bond

John Hancock Preferred Income ETF JHPI 0.54 Manulife IM Preferred stock

U.S. equity

John Hancock Multifactor Large Cap ETF JHML 0.29 Dimensional Large blend

John Hancock Multifactor Mid Cap ETF JHMM 0.41 Dimensional Mid-cap blend

John Hancock Multifactor Small Cap ETF JHSC 0.42 Dimensional Small blend

John Hancock U.S. High Dividend ETF JHDV 0.34 Manulife IM Large value

International equity

John Hancock International High Dividend ETF JHID 0.46 Manulife IM Foreign large value

John Hancock Multifactor Developed International ETF JHMD 0.39 Dimensional Foreign large blend

John Hancock Multifactor Emerging Markets ETF JHEM 0.49 Dimensional Diversified emerging markets

John Hancock ETFs

https://www.jhinvestments.com/investments?tab=overview&productType=etf&share_class=ETF
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Data is as of 3/31/23. 
© 2023 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. 
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. 
Investing involves risks, including the potential loss of principal. There is no guarantee that a fund’s investment strategy will be successful. Large company stocks could fall out of favor. The stock prices of midsize and small companies 
can change more frequently and dramatically than those of large companies, and value stocks may decline in price. Fixed-income investments are subject to interest-rate and credit risk; their value will normally decline as interest rates 
rise or if an issuer is unable or unwilling to make principal or interest payments. It’s possible that an active trading market for fund shares will not develop, which may hurt your ability to buy or sell fund shares, particularly in times of 
market stress. Trading securities can actively increase transaction costs, therefore lowering performance and taxable distributions. Foreign investing, especially in emerging markets, has additional risks, such as currency and market 
volatility and political and social instability. Liquidity—the extent to which a security may be sold or a derivative position closed without negatively affecting its market value, if at all—may be impaired by reduced trading volume, 
heightened volatility, rising interest rates, and other market conditions. Master limited partnerships (MLPs) holding fixed-income securities such as bonds may be subject to interest-rate and credit risk, potentially causing the partial  
or complete loss of principal. MLPs are typically concentrated in specific industries and may lack the benefit of diversification. The use of hedging and derivatives could produce disproportionate gains or losses and may increase costs. 
Fund distributions generally depend on income from underlying investments and may vary or cease altogether in the future. Investments in higher-yielding, lower-rated securities include a higher risk of default. Foreign investing, 
especially in emerging markets, has additional risks, such as currency and market volatility and political and social instability. The fund may cease or reduce the level of its distribution if income or dividends paid from its investments 
decline. The value of a company’s equity securities is subject to change in the company’s financial condition and overall market and economic conditions. Quantitative models may not accurately predict future market movements or 
characteristics, which may negatively affect performance. Preferred stock dividends are payable only if declared by the issuer’s board and may be subject to redemption provisions. Convertible securities generally offer lower interest or 
dividend yields than nonconvertible fixed-income securities of similar credit quality because of the potential for capital appreciation. The market values of convertible securities tend to decline as interest rates increase and, conversely, 
to increase as interest rates decline. Warrant prices may be more volatile than the price of the underlying securities and may offer greater potential for capital appreciation as well as capital loss. Warrant holders do not have dividends, 
voting rights, or rights to the assets of an issuer, and warrants cease to have value if not exercised prior to the expiration date. REITs may decline in value, just like direct ownership of real estate. A portfolio concentrated in one sector 
that holds a limited number of securities may fluctuate more than a more broadly diversified fund. Shares may trade at a premium or discount to their NAV in the secondary market and a fund’s holdings and returns may deviate from 
those of its index. Errors in the construction or calculation of a fund’s index may occur from time to time. These variations may be greater when markets are volatile or subject to unusual conditions. Please see the fund’s prospectus for 
additional risks.

Ask your financial 
professional how ETFs 
can help you better 
position your portfolio 
for the long term.
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“Our multimanager approach enables us to search the world to find proven 
portfolio teams with the right combination of skills, track records, and 
experience for every fund we offer. By thoroughly vetting those managers, 
and setting a high bar for long-term risk-adjusted performance, we strive 
to be exceptional stewards of capital for our fund shareholders.”

Andrew G. Arnott 
President and CEO, 
John Hancock Investment Management 
Global Head of Retail, Manulife Investment Management
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ETF shares are bought and sold through exchange trading at market price (not NAV), and are not individually redeemed from the fund. Shares may trade at a premium or discount to their NAV in the secondary market. Brokerage commissions will reduce returns.

Dimensional Fund Advisors LP receives compensation from John Hancock in connection with licensing rights to the John Hancock Dimensional indexes. Neither John Hancock Investment Management LLC nor Dimensional Fund Advisors LP guarantees the accuracy and/or completeness of an 
index (each an underlying index) or any data included therein, and neither John Hancock Investment Management LLC nor Dimensional Fund Advisors LP shall have any liability for any errors, omissions, or interruptions therein. Neither John Hancock Investment Management LLC nor 
Dimensional Fund Advisors LP makes any warranty, express or implied, as to results to be obtained by a fund, owners of the shares of a fund, or any other person or entity from the use of an underlying index, trading based on an underlying index, or any data included therein, either in 
connection with a fund or for any other use. Neither John Hancock Investment Management LLC nor Dimensional Fund Advisors LP makes any express or implied warranties, and expressly disclaims all warranties, of merchantability or fitness for a particular purpose or use with respect to an 
underlying index or any data included therein. Without limiting any of the foregoing, in no event shall either John Hancock Investment Management LLC or Dimensional Fund Advisors LP have any liability for any special, punitive, direct, indirect, or consequential damages, including lost profits, 
arising out of matters relating to the use of an underlying index, even if notified of the possibility of such damages. Dimensional Fund Advisors LP does not sponsor, endorse, or sell, and makes no representation as to the advisability of investing in, John Hancock Multifactor ETFs.

Request a prospectus or summary prospectus from your financial professional, by visiting jhinvestments.com/etf, or by calling us at 800-225-5291. The prospectus includes investment objectives, risks, fees, 
expenses, and other information that you should consider carefully before investing.

John Hancock ETFs are distributed by Foreside Fund Services, LLC in the United States and are subadvised by Dimensional Fund Advisors LP or our affiliate Manulife Investment Management (US) LLC. Foreside is not affiliated with John Hancock Investment Management Distributors LLC, Manulife 
Investment Management (US) LLC, or Dimensional Fund Advisors LP.

Manulife, Manulife Investment Management, Stylized M Design, and Manulife Investment Management & Stylized M Design are trademarks of The Manufacturers Life Insurance Company and are used by it, and by its affiliates under license.

NOT FDIC INSURED. MAY LOSE VALUE. NO BANK GUARANTEE. NOT INSURED BY ANY GOVERNMENT AGENCY. 

 JHAN-2023-0110-1727     ETFEDBR11  4/23

https://www.jhinvestments.com/
https://www.manulifeim.com/institutional/uk/en
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