Key Drivers in the ETF Market
October 2021
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2021: Crossing $7T

Source: FactSet, as of 10/2/2021
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ETFs Set to Pass Mutual Funds ~ 2026
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The ETF Landscape
2,704 Funds
365 Launches (2021)
$6.9 Trillion in Assets
$694 Billion Net Inflows

Source: FactSet, as of 10/22/2021
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Key Drivers for 2021 (and beyond!)

•

Income and Risk Management

•

Crypto

•

Inflation, Liquid Alts and Commodities

•

Taxes

•

ESG

•

Active vs. Passive
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Income and Risk Management

●
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Advisors remain in equities -- even increasing their allocations -- while
simultaneously expressing their hunt for yield and safety.
Chart represents relative advisor engagement between categories presented
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Bitcoin ETFs?

7
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Inflation?

Source: ETF Database
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Inflation!
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Commodities? Maybe?

Source: Bloomberg, Refinitiv CCI
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Source: Bloomberg, Wolters Kluwer, ETF Trends
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Capital Gains Rates and Annual S&P 500 Return
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Source: Bloomberg, Wolters Kluwer, ETF Trends
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Top Cap Gains Rate
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ESG
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ESG Launches & AUM By Year
ESG Launches by Year
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ESG ETFs and Index Mutual Funds Expected
to Hit $1.3 Trillion by 2030 ESG Indexed
AUM ($ Billions)

Source: Morningstar, State Street Global Advisors, May 31, 2020.
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ESG: Real Money

Source: UNPRI.org
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The Active/Passive Debate
Passive % Of All ETFs & Mutual Funds
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Hot Topic:
The Active/Passive Debate

Source: S&P Dow Jones Indices
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What’s In A Theme?
“A Theme is a sector/industry crossing
economic bucket, containing securities expected
to profit from/drive that theme’s long term
economic importance.”
(Examples: Space, Cannabis, Clean Energy, Autonomous Driving, Crypto –
anything you can’t get out of traditional industry/sector classification
systems,)

AD1893203 -10/21
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Semi-Transparent ETF Models
There are some similarities and differences between these semi-transparent products. The obvious differences are in intraday
pricing and what is disclosed daily to the AP. The charts below identify the key similarities and differences between the various
product structures.

* This is not a requirement of the trust/advisor and is believed that the market participants and arbitrageurs will use the components securities and weightings provided to calculate
intraday values.
AD1893203 -10/21
** Fidelity may disseminate the INAV on Actual Holdings.***ActiveShares® is 100% replication
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Two distinct approaches to sustainable investing
U.S. equity exposure through investment-relevant sustainability analysis
• Context specific: Materiality focus identifies business relevance and leadership potential on a
sector-specific basis
• Forward looking: Thematic focus identifies growth and impact potential
• Inclusionary approach leads to high active positions
• Portfolio construction includes prudent risk management

Putnam Sustainable Leaders ETF

Putnam Sustainable Future ETF

• The portfolio invests in companies that have
demonstrated leadership in the sustainability
issues that are financially material to their
businesses.
• We believe these companies often
demonstrate potential for strong long-term
financial performance.
• The stocks of these companies are typically,
but not always, considered to be growth
stocks, and often are large-cap in size.

• The portfolio invests in companies whose
products and services provide solutions to
essential sustainability challenges.
• We believe these companies demonstrate
potential for strong growth and long-term
financial performance.
• The stocks of these companies are typically,
but not always, considered to be growth
stocks, and are often mid-cap or small-cap in
size.

For investment professional use only. Not for public distribution.
327662 10/21
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Sustainable ETF performance
Sustainable Leaders ETF (inception 5/21/21)
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-4.65
-5.57
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0.58

3 months

Sustainable Future ETF (inception 5/21/21)

Sustainable Leaders
ETF
S&P 500 Index

Life cumulative

6.59

7.10

Sustainable Future ETF
Russell Midcap Growth
Index

-1.57
-4.84
-5.20
1 month

-0.76

3 months

Life cumulative

As of 9/30/21.
Current performance may be lower or higher than the quoted past performance, which cannot guarantee future results. Share price, principal value, and return will vary, and
you may have a gain or loss when you sell your shares. Performance assumes reinvestment of distributions and does not account for taxes. Returns for periods of less than
one year are not annualized. Market performance is determined using the bid/ask midpoint at 4:00 p.m. Eastern time. Market performance does not represent the returns you
would receive if you traded shares at other times throughout the day. For the most recent month-end performance, visit the Fund’s website at www.putnam.com.
Shares of any ETF are bought and sold at market price (not NAV), may trade at a discount or premium to NAV, and are not individually redeemed from the fund. Brokerage
commissions will reduce returns.
The funds have limited public trading history and will operate differently from other actively managed ETFs that publish their portfolio holdings on a daily basis.
For investment professional use only. Not for public distribution.
327662 10/21
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Related performance demonstrates investment merit
Putnam Sustainable Leaders Composite
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Putnam Sustainable Future Composite
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Putnam Sustainable Leaders ETF and Putnam Sustainable Future ETF (the “funds”) are newly organized and have limited performance history. The historical performance
information presented is for the Putnam Sustainable Leaders Composite and Putnam Sustainable Future Composite. It is not that of the funds and should not be considered a
substitute for the fund's own performance. Full related performance table and important related performance disclosures can be found on pages 8 and 9.
Past performance is not a guarantee of future results. An investment in these strategies can lose value. Performance is stated in U.S. dollars and include the reinvestment of
dividends and interest. Gross performance includes the deduction of transaction costs but does not include the deduction of management fees and other expenses that may be
incurred in managing an investment account. A portfolio's return will be reduced by advisory and other fees. Net performance reflects the deduction of a model fee, equal to the
actual management fee incurred by a portfolio in the composite or the highest management fee charged to a prospect of the strategy, whichever is higher. Actual advisory fees
may vary among clients with the same investment strategy. The composite includes all actual, fully discretionary accounts with substantially similar investment policies and
objectives managed to the composite's investment strategy. The S&P 500 Index is an unmanaged index of common stock performance. The Russell Midcap Growth Index is
an unmanaged index of those companies in the Russell Midcap Index chosen for their growth orientation. Frank Russell Company is the source and owner of the trademarks,
service marks, and copyrights related to the Russell Indexes. Russell® is a trademark of Frank Russell Company. You cannot invest directly in an index.
For investment professional use only. Not for public distribution.
327662 10/21

23

Sustainability research:
Materiality map identifies business relevance and leadership
potential

Consumer

Health
care

Comm
Tech
and tech
Financials (hardware) (software) Industrials

Materials
and
energy

Utilities

Board structure and composition
GOVERNANCE

Management incentives, ownership, comp alignment
Systemic risk management and leadership
Corporate purpose, culture, and mission alignment
Diversity, equity, and inclusion
Employee well-being and development

SOCIAL

Supplier, distribution, and marketing management
Product impact and customer well-being
Pricing philosophy and access
Privacy, data security, and data use
Climate change risk
Climate change mitigation and adaptation
GHG emissions

ENVIRONMENTAL

Energy intensity and renewable energy use
Water intensity and stress
Materials sourcing, intensity, and life-cycle management
Biodiversity and ecosystems impact

Usually relevant

Often relevant

Sometimes relevant

As of December 31, 2020. Most recent data available.
For illustrative purposes only.
Source: Putnam Investments adapted from SASB Materiality Map.
For investment professional use only. Not for public distribution.
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Leadership reflected in companies
Consumer

SOCIAL

Utilities
Diversity, equity, and inclusion

Climate change risk

Employee well-being and development

Climate change mitigation and adaptation

Supplier, distribution, and marketing management
Product impact and customer well-being

GHG emissions
ENVIRONMENTAL

Energy intensity and renewable energy use

Pricing philosophy and access

Water intensity and stress

Privacy, data security, and data use

Materials sourcing, intensity, and life-cycle management
Biodiversity and ecosystems impact

Chipotle

AES

• Chipotle is a leader in the fast casual industry with strong
sourcing policies and partnerships with sustainable farmers,
leading to fresh food that customers love.

• AES is a power-generation company that is leading the
transition to renewable energy.

• Chipotle has also invested meaningfully in employee wellbeing and development, another material issue for a
people-centric restaurant business. This has allowed them
to maintain growth in the face of a very tight labor market.

• While the company still generates some energy from coal,
they have a clear plan to transition their own energy use to
renewable sources.
• AES’s “green, blend and extend” approach replaces
customers’ coal generation with lower cost renewable
energy, and it has helped drive consistent earnings growth.
• AES’s battery storage JV is also contributing to development
of more reliable and lower-cost energy storage.

Holdings as of September 30, 2021: Sustainable Leaders ETF: Chipotle 2.02%, AES 1.30%. Sustainable Future ETF: Chipotle 2.73%.
Company examples are intended to help illustrate investment themes and the investment process and should not be considered a
recommendation to purchase or sell any security. It should not be assumed that any investment in these securities was, or will prove to be,
profitable, or that the investment decisions we make in the future will be profitable or equal to the investment performance of securities referenced
herein. A security may be selected for the portfolio based on factors other than the sustainability metrics and ESG factors highlighted herein, and
the analysis is not intended to be relied upon as a forecast or investment advice, and is not a recommendation, offer or solicitation to buy or sell
any securities or to adopt any investment strategy.
For investment professional use only. Not for public distribution.
327662 10/21
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Sustainability research:
Thematic idea map identifies growth and impact potential

For illustrative purposes only.
For investment professional use only. Not for public distribution.
327662 10/21
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Themes reflected in companies

Treatment &
Intervention

Security
& privacy

THEME: Chronic Disease
•
Nearly 1/2 of Americans suffer from at least one chronic disease
•
Chronic diseases account for almost 90% of healthcare spending
•
Diabetes is particularly costly in the United States. More than 34
million Americans are currently living with diabetes
•
The American Diabetes Association estimates that Americans with
diabetes have 2.3x greater healthcare costs than others

THEME: Data Privacy
•
With increasing global connectivity and more data moving
to the cloud, data privacy and security are vital
•
Individuals and businesses must be able to conveniently
access, utilize, manipulate, store, and share data, all while
keeping information secure

STOCK: Dexcom
• Helps individuals control their diabetes through continuous glucose
monitoring systems (CGMs)
• CGM use leads to better blood sugar control, which in turn leads to
better patient outcomes
• We believe Dexcom offers strong growth potential as adoption of
CGMs increases among both Type I & II diabetics, and the company
continues to innovate

STOCK: CrowdStrike
• A cloud native security software company that protects
endpoints that sit outside of a company’s firewall
• This is increasingly important as more employees move to
remote work settings
• Products detect incoming threats to devices, and help
companies predict and prepare for future threats
• We believe the company’s superior technological offering
and new product innovation has the potential to lead to
strong and durable growth

Holdings as of September 30, 2021: Sustainable Future ETF: Dexcom 1.85%, CrowdStrike 1.90%. Sustainable Leaders ETF, both companies are not held in the portfolio.
ESG – Environmental, Social, Governance: Environmental criteria considers how a company performs as a steward of nature. Social criteria examine how it manages
relationships with employees, suppliers, customers, and the communities where it operates. Governance deals with a company’s leadership, executive pay, audits, internal
controls, and shareholder rights. Company examples are intended to help illustrate investment themes and the investment process and should not be considered a
recommendation to purchase or sell any security. It should not be assumed that any investment in these securities was, or will prove to be, profitable, or that the investment
decisions we make in the future will be profitable or equal to the investment performance of securities referenced herein. A security may be selected for the portfolio based on
factors other than the sustainability metrics and ESG factors highlighted herein, and the analysis is not intended to be relied upon as a forecast or investment advice, and is
not a recommendation, offer, or solicitation to buy or sell any securities or to adopt any investment strategy.
For investment professional use only. Not for public distribution.
327662 10/21
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Putnam Sustainable Leaders

Related composite performance
Annualized performance net of fees as of September 30, 2021

Return (%)

Putnam Sustainable
Leaders
S&P 500 Index

27.68 30.00
20.44

14.84 15.92

15.90

21.02

17.12

0.37 0.58
Q2

YTD

1 year

3 years

Since inception

Putnam Sustainable Leaders ETF (the “fund”) is newly organized and has limited performance history. The historical performance information presented is for the Putnam
Sustainable Leaders Composite (the “Composite”). It is not that of the fund and should not be considered a substitute for the fund’s own performance. Please see the disclosures
located below for important Related Performance information.
Past performance is not a guarantee of future results. An investment in this strategy can lose value. Periods less than one year are not annualized. Returns are presented in U.S.
dollars and include the reinvestment of dividends and interest. Gross performance does not include the deduction of management fees and other expenses that may be incurred
in managing an investment account. A portfolio's return will be reduced by advisory and other fees. Net performance reflects the deduction of a model fee, equal to the actual
management fee incurred by a portfolio in the composite or the highest management fee charged to a prospect of the strategy, whichever is higher. Actual advisory fees may vary
among clients with the same investment strategy. Inception date for the Putnam Sustainable Leaders Composite was March 31, 2018.
Related Performance: Putnam Investments (the “Firm”) is defined as a broad-based investment management organization that provides financial services to institutions and
individuals through segregated accounts and pooled vehicles, such as mutual funds, active exchange-traded funds, collective investment trusts, and private funds. Except for a
minority stake owned by employees, the Firm is a wholly owned subsidiary of Great-West Lifeco Inc. Investment management is provided by four wholly owned subsidiaries of the
Firm: The Putnam Advisory Company, LLC; Putnam Investment Management, LLC; Putnam Fiduciary Trust Company, LLC; and Putnam Investments Limited. Composite
performance information represents actual performance of all accounts that have (i) substantially similar investment policies, objectives, and strategies and (ii) are managed by
the same firm that manages the registered Putnam Sustainable Leaders ETF. Related investment performance of such accounts is presented for the Putnam Sustainable
Leaders Composite. The Composite includes all accounts managed by the firm that have investment objectives, policies, and strategies that are substantially similar to those of
the fund. Composite performance information is intended to illustrate the past performance of Putnam in managing accounts that are substantially similar to the fund. Total fund
expenses may be higher than fees reflected in net performance for the Composite.
For investment professional use only. Not for public distribution.
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Putnam Sustainable Future

Related composite performance
Annualized performance net of fees as of September 30, 2021

Return (%)

Putnam Sustainable
Future
30.29 30.45
23.71

19.14

22.88

18.68

Russell Midcap
Growth Index

11.11 9.60

-1.57 -0.76
Q3

YTD

1 year

3 years

Since inception

Putnam Sustainable Future ETF (the “fund”) is newly organized and has limited performance history. The historical performance information presented is for the Putnam Sustainable
Leaders Composite (the “Composite”). It is not that of the fund and should not be considered a substitute for the fund’s own performance. Please see the disclosures located below for
important Related Performance information.
Past performance is not a guarantee of future results. An investment in this strategy can lose value. Periods less than one year are not annualized. Returns are presented in U.S. dollars and
include the reinvestment of dividends and interest. Gross performance does not include the deduction of management fees and other expenses that may be incurred in managing an
investment account. A portfolio's return will be reduced by advisory and other fees. Net performance reflects the deduction of a model fee, equal to the actual management fee incurred by a
portfolio in the composite or the highest management fee charged to a prospect of the strategy, whichever is higher. Actual advisory fees may vary among clients with the same investment
strategy. Inception date for the Putnam Sustainable Future Composite was November 30, 2017.
Related Performance: Putnam Investments (the “Firm”) is defined as a broad-based investment management organization that provides financial services to institutions and individuals
through segregated accounts and pooled vehicles, such as mutual funds, active exchange-traded funds, collective investment trusts, and private funds. Except for a minority stake owned by
employees, the Firm is a wholly owned subsidiary of Great-West Lifeco Inc. Investment management is provided by four wholly owned subsidiaries of the Firm: The Putnam Advisory
Company, LLC; Putnam Investment Management, LLC; Putnam Fiduciary Trust Company, LLC; and Putnam Investments Limited. Composite performance information represents actual
performance of all accounts that have (i) substantially similar investment policies, objectives, and strategies and (ii) are managed by the same firm that manages the registered Putnam
Sustainable Future ETF. Related investment performance of such accounts is presented for the Putnam Sustainable Future Composite. The Composite includes all accounts managed by
the firm that have investment objectives, policies, and strategies that are substantially similar to those of the fund. Composite performance information is intended to illustrate the past
performance of Putnam in managing accounts that are substantially similar to the fund. Total fund expenses may be higher than fees reflected in net performance for the Composite.
For investment professional use only. Not for public distribution.
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These ETFs are different from traditional ETFs. Traditional ETFs tell the public what assets they hold each day. This ETF will not. This may create
additional risks for your investment. For example:
• You may have to pay more money to trade the ETF’s shares. This ETF will provide less information to traders, who tend to charge more for trades when they
have less information.
• The price you pay to buy ETF shares on an exchange may not match the value of the ETF’s portfolio. The same is true when you sell shares. These price
differences may be greater for this ETF compared with other ETFs because it provides less information to traders.
• These additional risks may be even greater in bad or uncertain market conditions.
• The ETF will publish on its website each day a “Tracking Basket” designed to help trading in shares of the ETF. While the Tracking Basket includes some of
the ETF’s holdings, it is not the ETF’s actual portfolio.
The differences between this ETF and other ETFs may also have advantages. By keeping certain information about the ETF secret, this ETF may face less
risk that other traders can predict or copy its investment strategy. This may improve the ETF’s performance. If other traders are able to copy or predict the
ETF’s investment strategy, however, this may hurt the ETF’s performance.
For additional information regarding the unique attributes and risks of the ETF, see the disclosure below and the Principal Investment Risks section of the
prospectus.
Shares of any ETF are bought and sold at market price (not NAV), may trade at a discount or premium to NAV, and are not individually redeemed from the
fund. Brokerage commissions will reduce returns.
The funds have no public-trading history and will operate differently from other actively managed ETFs that publish their portfolio holdings on a daily basis.
Important Risk Considerations:
Investing involves risks, principal loss is possible. Shares of any ETF are bought and sold at market price (not NAV), may trade at a discount or premium to
NAV and are not individually redeemed from the fund. Brokerage commissions will reduce returns.
The funds have no public-trading history and will operate differently from other actively managed ETFs that publish their portfolio holdings on a daily basis.
Growth stocks may be more susceptible to earnings disappointments, and the market may not favor growth-style investing. Value stocks may fail to rebound,
and the market may not favor value-style investing. The price of stocks of small and mid-size companies may fluctuate more than stocks of larger companies.
Sustainable Leaders ETF and Sustainable Future ETF: Sustainable investing may result in the fund investing in certain types of companies, industries, or
sectors that the market may not favor. Focused Large Cap Growth ETF and Focused Large Cap Value ETF: Each fund is non-diversified and invests in fewer
issuers and is more vulnerable than a more broadly diversified fund to fluctuations in the values of the securities it holds.

For investment professional use only. Not for public distribution.
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Tracking Basket risk. The fund’s Tracking Basket structure may affect the price at which shares of the fund trade in the secondary market. Although the Tracking
Basket is intended to provide investors with enough information to allow for an effective arbitrage mechanism that will keep the market price of the fund at or close
to the fund’s NAV per share, there is a risk that market prices will vary significantly from NAV. ETF trading based on a published Tracking Basket may trade at wider
bid/ask spread than ETFs that publish their portfolios daily, and therefore, may cost investors more to trade. These risks may be increased during periods of market
disruption or volatility.
Arbitrage risk. The fund will provide certain information intended to allow market participants to estimate the value of positions in fund shares. Although this
information is designed to facilitate arbitrage opportunities in fund shares to reduce bid/ask spread and minimize discounts or premiums between the market price
and NAV of fund shares, there is no guarantee the fund’s arbitrage mechanism will operate as intended and that the fund will not experience wide bid/ask spread
and/or large discount or premium to NAV.
Predator trading risk. Although the fund seeks to benefit from keeping its portfolio information secret, market participants may attempt to use the Tracking Basket,
or reverse engineer the arbitrage mechanism to identify the fund’s trading strategy, which could result in such market participants engaging in certain predatory
trading practices that may harm the fund and its shareholders, such as front-running the fund’s trades of securities.
Authorized participant concentration risk. The fund may have a limited number of financial institutions that act as authorized participants (APs), none of which
are obligated to engage in creation and/or redemption transactions. To the extent that those APs do not engage in creation and redemption orders, there may be a
significantly diminished trading market for fund shares or fund shares may trade at a discount (or premium) to NAV and possibly face trading halts and/or de-listing.
This risk may be heightened due to the fact that the fund does not disclose its portfolio holdings daily, and it could be greater during market disruption or periods of
volatility.
You should consider the fund’s investment objectives, risks, charges, and expenses carefully before you invest. This and other important information is
contained in the fund’s prospectus, available on Putnam.com or by calling (833) 228-5577. Please read carefully before you invest.
Putnam ETFs distributed by Foreside Fund Services, LLC. Foreside is not affiliated with Putnam Investments.

For investment professional use only. Not for public distribution.
327662 10/21

31

