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Primary Market Liquidity Vs. Secondary Market Liquidity 

It is important to remember that ETFs have a unique 

structure.  ETFs are wrappers for the underlying investments. 

Investors are not used to having this type of transparency in their 

investments. Because the ETF’s components are transparent, the 

securities that actually define the value of the ETF will help 

investors understand how the ETF may act on the secondary 

market. In most other investment products, investors rarely ever 

see real-time pricing of the investment. They typically see either a 

daily, monthly or quarterly NAV, and they do not have to worry 

about the real-time pricing of the investment on a daily basis. It is 

important to remember that broad capital market weakness is 

broad capital market weakness - ETFs are not somehow immune 

to that. They are a wrapper that is priced via real-time calculations 

(if the basket is open) or via fair value models (expectations). The 

wrapper price is based on the underlying investments, the ability 

to hedge, the cost involved in the hedge, and the costs to 

create/redeem. Broad, systemic weakness affects all products 

and structures. Understanding the primary market function can 

help investors understand how the ETF will behave on the 

secondary market during normal times, and how it may behave 

during times of severe market stress. 

 

Execution Help 

 

If you would like to discuss any aspect of the primary or 

secondary markets for Boost ETPs, please contact the team at 

capital.markets@boostetp.com, or +44 203 824 6020. 

About us 

 

BOOST ETP, a WisdomTree Company, is an award winning 

Exchange Traded Products ETP provider and one of few 

providers of specialised ETPs in the European market, and is the 

first to focus on Short and Leveraged ETPs. BOOST's offering 

targets sophisticated investors including day traders, stock 

brokers, wealth managers, high frequency traders and 

institutional investment managers. 

 

 

When thinking about Exchange Traded Funds 

(ETFs), it is important to remember that there are two different 

types of liquidity that exist in ETFs:  Primary market 

(issuance) and Secondary market (stock exchange).   Having 

a firm understanding of the differences between these two 

sources of liquidity will help investors increase their 

understanding of the mechanics of the ETF structure. 

 When an ETF is first launched, it is unlikely to have 

immediate secondary market liquidity.  There is likely to be a 

lead market maker on screen making markets with decent 

size, but it is unlikely there will be many market participants 

on day one of trading.  As the product begins to trade and as 

client interest increases, more and more market participants 

will get involved in the product and secondary market liquidity 

will grow.  While all ETFs can be held for prolonged periods or 

intraday, some ETFs experience more secondary market 

trading than others. At WisdomTree, we structure all our ETFs 

with liquidity screens to help provide sufficient implied liquidity 

(underlying liquidity), so even if the ETF has a low average 

daily volume in ETF terms, that does not mean the ETF is 

illiquid. 

We have heard it over and over: Exchange-traded 

funds (ETFs) are wrappers, and the true liquidity of an ETF is 

derived from its underlying constituents.
 
While that statement 

is true, it does not completely explain the different types 

of liquidity that can exist in an ETF. ETFs trade on the 

secondary market (stock exchange) but are created and 

redeemed on the primary market (issuance). There is still a bit 

of confusion over the difference between these two markets, 

how they interact with each other and how investors can 

access liquidity via either market. 

Different types of ETFs can serve different purposes 

as exchange-traded vehicles, depending on the exposure 

they provide. Some ETFs are used primarily for hedging and 

intraday portfolio trading. These ETFs typically track major 

world benchmark indexes, and they trade millions of shares 

per day. Other ETFs are structured more as investment 

vehicles and don’t typically have very high average daily 

volumes. Investors come into the products, hold their 

positions and eventually unwind the investment months or 

years down the road.   
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WisdomTree Investments, Inc. is a New York-based 

exchange-traded fund ("ETF") sponsor and asset manager. 

WisdomTree offers ETFs across Equities, Fixed Income, 

Currency Income and Alternatives asset classes, and is 

currently the world’s sixth largest ETF issuer. To learn 

more about parent company WisdomTree Investments, 

Inc., visit the Investor Relations (http://ir.wisdomtree.com/) 

website. 

 

BOOST ETP's key features include: 

 Independence - BOOST is independent from any 

investment bank, swap provider, market maker, 

trustee or custodian  

 Best of breed – BOOST’s founders have over 25 

years of experience in the ETP market.  With this 

experience, plus the wealth of experience 

provided by BOOST’s world class service 

providers, investors are able to enjoy efficient 

products with liquidity, strong counterparty risk 

management and relatively low costs  

 Transparency – BOOST discloses all fees, 

collateral holdings and details on its website each 

day 

 Innovative and nimble - BOOST aims to be a 

leader in innovation, as evidenced by the ETPs 

issued, and the product development and market 

research behind the products 

 
 

 

 

 

Disclaimer  

  

This communication has been provided by WisdomTree Europe Ltd., which is an appointed representative of Mirabella Financial Services LLP which is authorised and 
regulated by the Financial Conduct Authority.   
 
The products discussed in this document are issued by Boost Issuer PLC (the “Issuer”) under a Prospectus approved by the Central Bank of Ireland as having been drawn 
up in accordance with the Directive 2003/71/EC (the “Prospectus”). The Prospectus has been passported from Ireland into the United Kingdom and is available on the 
websites of the Central Bank of Ireland and the Issuer. Please read the Prospectus before you invest in any Exchange Traded Products (“ETPs”). Neither the Issuer nor 
WisdomTree Europe Ltd. is acting for you in any way in relation to the investment to which this communication relates, or providing investment advice to you. The information 
is not an offer to buy or sell or solicitation of an offer to buy or sell any security or investment. You are advised to seek your own independent legal, investment and tax or 
other advice as you see fit. 
 
The value of an investment in ETPs may go down as well as up and past performance is not a reliable indicator of future performance. An investment in ETPs is dependent 
on the performance of the underlying index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks including among others, 
general market risks relating to the relevant underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, 
inflationary risks, liquidity risks and legal and regulatory risks.              
 
ETPs offering daily leveraged or daily short exposures (“Leveraged ETPs”) are products which feature specific risks that prospective investors should understand before 

investing in them. Higher volatility of the underlying indices and holding periods longer than a day may have an adverse impact on the performance of Leveraged ETPs.  As 
such, Leveraged ETPs are suitable for institutional and retail investors who are financially sophisticated, wish to take a short term view on the underlying indices and can 
understand the risks of investing in Leveraged ETPs. Investors should refer to the section entitled "Risk Factors" and “Economic Overview of the ETP Securities” in the 
Prospectus for further details of these and other risks associated with an investment in Leveraged ETPs and consult their financial advisors as needed. Neither WisdomTree 
Europe Ltd. nor the Issuer has assessed the suitability of any Leveraged ETPs for investors other than the relevant Authorised Participants. 
 
This marketing information is intended for professional clients (as defined in the glossary of the FCA Handbook) only and has been derived from information generally 
available to the public from sources believed to be reliable. WisdomTree Europe Ltd. does not warrant the accuracy or completeness of such information. All registered 
trademarks referred to herein have been licensed for use. None of the products discussed above are sponsored, endorsed, sold or promoted by any registered trademark 
owner and such owners make no representation or warranty regarding the advisability on dealing in any of the ETPs. 
 
Copyright © 2013 Boost ETP LLP. All rights reserved 
 
 

 

 

 Focused and specialised - BOOST's strategy 

differs from the existing ETP issuers by not 

focusing on being everything to everyone 

 Educational - BOOST focuses on providing all 

the educational and thought leadership tools 

needed by investors 

 

BOOST ETP is well positioned to bring something new to 

the European market at both the ETP product range and 

investor service levels. The company brings a fresh, 

investor centric approach to all aspects to its operations 

including sales, marketing, research, and product 

development. 
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