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The Best and Worst New ETFs of 2024

Another year, another record of new ETF launches—

we weigh in on this year’s best and worst.

Dec 10, 2024 | by Bryan Armour

This year’s tally of new exchange-traded funds didn't just
break the previous record of launches —it smashed it.

More than 650 new ETFs have launched as of Dec. 5, 2024,
beating last year’s record by more than 150. Each year has

marked a record of ETF launches since the advent of the US
Securities and Exchange Commission’s “ETF Rule” in 2019.

The rule made it easier to bring new ETFs to market.

Still, a couple of trends contributed to this year's record:

e QOptions-related ETFs (25% of new ETF launches),
leveraged/inverse ETFs (10%), and digital assets ETFs
(5%) led the way.

e Active ETFs represented 78% of new launches. Although
technically not index-tracking, many new active ETFs
don't use traditional discretionary active management
like we've come to expect from mutual funds. Case in
point, most of the ETFs with strategies categorized by the
above bullet are technically active, but their investment
process involves little to no manager discretion.

The influx of ETFs into the market has left it bursting at the
seams, with 3,850 available for investors to choose from.
About 5,800 ETFs have been launched since SPDR S&P 500
ETF SPY debuted in 1993. This means a third of them have
since closed.

More ETFs means more opportunities for closures. So
far, that hasn't been the case in 2024. This year's crop of
shuttered ETFs (160, so far) should end up with less than
last year's record of 202.

Longtime favorites continue to control most of investors’
assets, despite the growing menu of ETFs available. Over
half of ETFs" $10.7 trillion in assets is parked in the top 40
ETFs. That list is littered with decade-plus old ETFs, at least
until newcomer iShares Bitcoin Trust IBIT infiltrated the

group of veterans by posting the fastest start in ETF history
in terms of asset growth.

With all this in mind, our ETF research team has analyzed
the class of 2024 and voted on the best and worst new ETFs
launched this year. Here's what we found:

Best New ETFs of 2024

Most broad indexes and asset-class exposures have been
commoditized by ETFs, leaving little room for innovative
index ETFs. It's no surprise then that this year's crop of
best new ETFs belongs to proven active strategies available
for the first time in the ETF wrapper. Investors should take
notice of these new ETFs:

e Neuberger Berman Small-Mid Cap ETF NBSM
e Jensen Quality Growth ETF JGRW

Active ETFs have been around since 2008, but they're still a
relatively new phenomenon. A few catalysts were responsible
for active ETFs emergence over the past few years:

e The ETF Rule’s passage in 2019 gave active managers
more flexibility when using the ETF wrapper.

e (Costs and tax efficiency have played an increasing role
in investment decisions by investors and advisors.

e Portfolio managers have grown comfortable, or at least
tolerant, of daily portfolio transparency.

A key aspect of evaluating an actively managed fund is
looking at its track record, both in terms of performance,
security selection, and timing. Since the active ETF market
is s0 new, active ETFs often build their asset bases without
historical performance to lean on.

But not all active ETFs are starting from scratch. Traditional
mutual fund managers have found their way to the ETF
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market, often by reproducing well-worn strategies in an
ETF wrapper.

This year's best new ETFs target different markets, but each
leverages a strategy over 30 years in the making. A long track
record should give investors confidence in these new ETFs.

Why We Like Neuberger Berman Small-Mid Cap ETF

This new ETF gives investors access to Neuberger Berman’s
successful separate account strategy with the tax efficiency
of ETFs. Quality plays an important role in the success of
small- and mid-cap strategies over the long run, which this
strategy has in spades. Expect a smoother ride than peers.

My colleague, Chris Tate, shares more below. Read his
full analysis.

Neuberger Berman Small-Mid Cap ETF's proven team
and disciplined approach possess many hallmarks of an
appealing smid-cap strategy.

The teams” wealth of research resources inspires
conviction. Strategy stalwart Bob D'Alelio, alongside
two longtime team members Brett Reiner and Greg
Spiegel, share responsibility for this portfolio. Though
the exchange-traded fund is newly launched in March
2024, the trio have long been involved over the separate
account’s history, which dates to January 1994.

The strategy’s disciplined focus on profitable, high-
quality companies with modest valuations sets it

apart from most. Its managers seek to own 4560
stocks whose underlying businesses have low debt,
high returns on assets, and defensible competitive
advantages. Their analysts study at least 10 years of
prospects’ financial statements to find growing free
cash flow and assess how it's used. The managers then
build new positions gradually, making sure their thesis is
correct, and will hold for long periods and exit gradually.

While this ETF is still building its asset base, the teams’
sibling Neuberger Berman Genesis, which adopts

the same philosophy and process, held $15 billion in
assets as of June 2024. This scale makes it one of the
largest in its small-growth Morningstar Category, so
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capacity bears monitoring given the material overlap
in the two strategy’s portfolios. However, they have
prudently managed a hefty asset base for years and
shown no signs it has inhibited their investment style.
The separate account boasts a similar return profile:
absolute returns that often lag in rising markets owing
to the portfolio’s low beta (a measure of volatility
relative to the benchmark) but reliable downside
protection during market declines.

Chris Tate, Morningstar senior analyst



Third-party media content is being redistributed with permission and may not be redistributed without the publisher's consent. This material is presented solely for informational purposes
and nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No recommendation or advice is being given as to whether
any investment or strategy is suitable for a particular investor. Any views or opinions expressed may not reflect those of the firm or the firm as a whole. It is not known whether any
referenced client(s) approve or disapprove of any investment adviser for such mandates or any of the investment advisory products and services provided. Neuberger Berman products
and services may not be available in all jurisdictions or to all client types.

An investor should consider Neuberger Berman Small-Mid Cap ETF’s investment objectives, risks and fees and expenses carefully before investing. This and other
important information can be found in the Fund’s prospectus and summary prospectus, which you can obtain by calling 877.628.2583. Please read the prospectus, and if
available the summary prospectus, carefully before making an investment.

Risks for Neuberger Berman Small-Mid Cap ETF

Al ETF products are subject to risk, including possible loss of principal. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting individual companies, particular
industries or sectors, or general market conditions, including adverse issuer, political, regulatory, market, economic or other developments that may cause broad changes in market value,
public perceptions concerning these developments, and adverse investor sentiment. An individual security may be more volatile, and may perform differently, than the market as a whole.
Unlike mutual funds, ETF shares are purchased and sold in secondary market transactions at negotiated market prices rather than at net asset value (“NAV”) and as such ETFs may
trade at a premium or discount to their NAV. As a result, shareholders of the Fund may pay more than NAV when purchasing shares and receive less than NAV when selling Fund
shares. ETF shares may only be redeemed at NAV by authorized participants in large creation units. There can be no guarantee that an active trading market for shares will develop or
be maintained or that the Fund’s shares will continue to be listed. The trading of shares may incur brokerage commissions. The Fund has a limited number of Authorized Participants. To
the extent they exit the business or are otherwise unable to proceed in creation and redemption transactions with the Fund and no other Authorized Participant is able to step forward to
create or redeem, shares of the Fund may be more likely to trade at a premium or discount to NAV and possibly face trading halts or delisting. Unexpected episodes of illiquidity, including
due to market factors, instrument or issuer-specific factors and/or unanticipated outflows, could have a significant negative impact on the Fund’s NAV, liquidity, and brokerage costs. To
the extent the Fund'’s investments trade in markets that are closed when the Fund is open, premiums or discounts to NAV may develop in share prices.

The Fund is new with limited operating history to evaluate. New funds may not attract sufficient assets to achieve investment, trading or other efficiencies and, if the Fund does not grow
in size, it will be at greater risk than larger funds of wider bid-ask spreads for its shares, trading at a greater premium or discount to NAV and/or a stop to trading. Most of the Fund’s
performance depends on what happens in the stock market, the Portfolio Managers’ evaluation of those developments, and the success of the Portfolio Managers in implementing the
Fund's investment strategies. The market's behavior can be difficult to predict, particularly in the short term. There can be no guarantee that the Fund will achieve its goal. The actual risk
exposure taken by the Fund in its investment program will vary over time, depending on various factors including the Portfolio Managers’ evaluation of issuer, political, regulatory, market,
or economic developments. There can be no guarantee that the Portfolio Managers will be successful in their attempts to manage the risk exposure of the Fund or will appropriately
evaluate or weigh the multiple factors involved in investment decisions, including issuer, market and/or instrument-specific analysis, valuation and ESG factors. Foreign securities involve
risks in addition to those associated with comparable U.S. securities.

Both U.S. and international markets have experienced significant volatility in recent months and years. As a result of such volatility, investment returns may fluctuate significantly. National
economies are substantially interconnected, as are global financial markets, which creates the possibility that conditions in one country or region might adversely impact issuers in a
different country or region. However, the interconnectedness of economies and/or markets may be diminishing, which may impact such economies and markets in ways that cannot be
foreseen at this time. From time to time, based on market or economic conditions, the Fund may have significant positions in one or more sectors of the market. To the extent the Fund
invests more heavily in particular sectors, its performance will be especially sensitive to developments that significantly affect those sectors.

At times, small- and mid-cap companies may be out of favor with investors. Compared to larger companies, small- and mid-cap companies may depend on a more limited management
group, may have a shorter history of operations, less publicly available information, less stable earnings, and limited product lines, markets or financial resources. The securities of small-
and mid-cap companies are often more volatile, which at times can be rapid and unpredictable, and less liquid than the securities of larger companies and may be more affected than
other types of securities by the underperformance of a sector, during market downturns, or by adverse publicity and investor perceptions. To the extent the Fund holds securities of mid-
cap companies, the Fund will be subject to their risks. Value stocks may remain undervalued for extended periods of time, may decrease in value during a given period, may not ever
realize what the portfolio management team believes to be their full value, or the portfolio management team’s assumptions about intrinsic value or potential for appreciation may be
incorrect. This may happen, among other reasons, because of a failure to anticipate which stocks or industries would benefit from changing market or economic conditions or investor
preferences.

Risk is an essential part of investing. These and other risks are discussed in more detail in the Fund’s prospectus. Please refer to the Fund’s prospectus for a complete discussion of the
Fund’s principal risks.

This material is provided for informational purposes only and nothing herein constitutes investment, legal, accounting or tax advice. This material is general in nature and is not directed to
any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion to engage in or refrain from any investment-related course
of action. Any views or opinions expressed may not reflect those of the firm as a whole. This material may include estimates, outlooks, projections and other “forward-looking statements.”
Due to a variety of factors, actual events may differ significantly from those presented. Neuberger Berman products and services may not be available in all jurisdictions or to all client
types. Diversification does not guarantee profit or protect against loss in declining markets. Investing entails risks, including possible loss of principal. Past performance is no guarantee of
future results.

This material is general in nature and is not directed to any category of investors and should not be regarded as individualized, a recommendation, investment advice or a suggestion to
engage in or refrain from any investment-related course of action. Neuberger Berman is not providing this material in a fiduciary capacity and has a financial interest in the sale of its
products and services. Investment decisions and the appropriateness of this material should be made based on an investor’s individual objectives and circumstances and in consultation
with his or her advisors.

The “Neuberger Berman” name and logo and “Neuberger Berman Investment Advisers LLC” name are registered service marks of Neuberger Berman Group LLC. The individual fund
names in this piece are either service marks or registered service marks of Neuberger Berman Investment Advisers LLC, an affiliate of Neuberger Berman BD LLC, distributor, member
FINRA.
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