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i Abstract. The application of traditional portfolio theory and classical methods of financial mathematics, which still
represent the optimisation of an investment portfolio, is often unattainable for a wide range of investors. Therefore, the
goal was to investigate the latest tools and fund approaches to investing. A comparison between the selected financial
instruments had been made using systematic analysis. Information platforms (Google finance) have been used to obtain
input data. The article examined the functioning and use of exchange-traded investment funds as an integral part of
any modern economic system, without which an efficient allocation of resources is impossible. The index approach to
investment, its advantages and disadvantages had been proposed and considered. The issues of predicting the movement
of prices of financial instruments in the stock markets and forecasting their profitability had been identified. The article
analysed the main investment directions, which can be used to form an investment portfolio. The financial instrument
proposed and considered is the exchange-traded investment funds, which combine the best features of stocks and mutual
funds, namely, equity funds, as an alternative to the traditional approach to the formation of an investment portfolio, and
the opportunity to participate in the realisation of a complex investment process through a single transaction. The article
considered opportunities for investment in the global financial markets in Ukraine, according to the S&P 500 and Nasdaq
indices. The practical value of this study is to facilitate the search for new ideas for investing, suitable for beginners and

professional investors and traders

i Keywords: investment; stock market; financial instruments; stock indices; types of mutual investment funds

w Introduction
The stock market is not only a place where investors can
provide themselves with a steady passive income and thus
support the economic situation, but also one of the main
branches of trade. The development of the stock market is
directly linked to the overall position of the national econ-
omy, the achievement of economic goals, and the evolution
of the domestic financial market and banking system. A
wide range of financial instruments and opportunities for
earning money in the financial markets does not provide
significant guarantees for the safety of savings for inves-
tors who do not aim to develop in this area or do not have
sufficient knowledge. The stock market offers innovative
instruments that can be used to effectively hedge financial
investments, i.e. reduce the operational risks of financial
assets, namely investing in exchange-traded funds (ETFs).
According to the researchers I. Morhachev et al. (2020),
who compared investment funds with pyramid schemes,

W Suggested Citation:

mutual funds are also a type of pyramid scheme, but they
can be created on the basis of sustainability principles that
are opposite to the rules of fraudulent pyramid schemes.
This contrast allows to develop sustainability principles
for real business projects to create investment funds. The
scholars S. Esh & A. Honcharenko (2020) in their work
came to the conclusion that stock exchange markets play
an important role in the modern economy of the country,
ensuring the mobilisation of investment resources and
their allocation in accordance with the directions of devel-
opment. Business activity generates liquidity for investors,
issuers and financial intermediaries. This helps investors
to build an effective investment portfolio of securities. The
researchers O. Vinichenko & M. Hrybkova (2021) noted
that the impact of hedge funds on the global economic sys-
tem is threefold. This is due to the influence of hedge funds
on the growing global economy, which also effects the
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activities of hedge funds, allowing non-professional trad-
ers to take advantage of the opportunities available in the
world. The authors N. Krasnikova & O. Benenson (2019)
analysed and determined that shares of ETFs have a num-
ber of advantages over ordinary shares of corporations and
over units of ordinary mutual funds.

].C. Bogle (2015), an American investor, stated that the
winning investment strategy is to buy shares of all national
companies listed on the market at the lowest price. In this
way, it is guaranteed to receive almost all the income gen-
erated by issuers: in the form of dividends and through the
growth of the value of shares, and notes that the best way
to implement this strategy is to invest in a fund that has
such a portfolio of shares and encourages never to leave it.
L. Ostapiv (2021) studied the work of the iPlan investment
company and its community. The problems and peculiar-
ities of the use were covered by the investment channel
UkrInvestClub and Ukrainian speaker O. Tyhomyr (2023).
Despite the significant achievements of these scientists,
the nature and timing of the application were not suffi-
ciently clarified. The aim was to define the nature of the
financial instrument described by the combination of the
term ETF and to find out the reasons for its rapid spread in
the post-crisis global financial market.

W Materials and Methods

This study used several approaches to analyse the func-
tioning and performance of ETFs, such as the Vanguard
S&P 500 ETF and the Invesco QQQ Trust, which are fo-
cused on the key stock indices NASDAQ Composite and
S&P 500. The main emphasis was placed on comparing
the long-term dynamics of these ETFs and their compli-
ance with the general trends of market indices. Literature
sources were analysed, namely, a systematic review of
scientific articles, analytical reports and publications on
ETFs was conducted to identify the key factors that affect
their functioning. Using a systematic approach, the article
clarified what an ETF financial instrument is, the history
of its emergence, its spread in the post-crisis period, and
its relevance. Based on this material, the article identified
positive aspects for choosing this instrument and certain
limitations of its use. The article compared different types
of ETFs by the key indicators (high-risk, low-risk, region-
al, global ETFs).

Exchange data on the volume of transactions, pric-
ing and liquidity of ETFs were used to assess their perfor-
mance. The systematic analysis allowed to compare ex-
isting indices that are calculated taking into account the
overall performance of stocks and other assets that make
up their composition and therefore serve as benchmarks
for assessing the state of a particular market or sector. The
NASDAQ Composite and the S&P 500 are the two flagship
indices of the US economy with the highest growth rates.
These two indices are targeted at investors with differ-
ent risk tolerances and long-term financial goals. Quan-
titative analysis: data on ETF prices, historical returns,

volatility, and their correlation with the NASDAQ Compos-
ite and S&P 500 indices were analysed. Using the replica-
tion method, two ETFs were selected that fully duplicate
the selected indices. These are Vanguard Index Funds -
Vanguard S&P 500 ETF and Invesco QQQ Trust on the Nas-
daq index. Correlation analysis: the relationship between
ETF returns and changes in the NASDAQ Composite and
S&P 500 indices was assessed. This allowed to assess how
effectively the funds reflect changes in the major market in-
dices. Portfolio simulation: an online service for analysing
investment portfolios to simulate what a portfolio would
look like in three years based on selected ETFs was used.

The following tools were used for the analysis. Finan-
cial platforms: data on historical prices and yields of ETFs
and indices were obtained from platforms such as Goog-
le finance (2024a; 2024b). Portfolio analysis websites: the
Portfolio Visualizer (Tools for better investors, n.d.) portfo-
lio simulation platform was chosen, by collecting statisti-
cal data and organising it on an analytical website, the au-
thors were able to summarise and compare what a portfolio
would look like if invested in certain assets. The first stage
involved collecting data on historical prices, yields and
other indicators of ETFs, as well as data on the NASDAQ
Composite and S&P 500 indices. At the second stage, the
data was analysed to identify trends, patterns and perfor-
mance of ETFs compared to the indices. At the third stage,
a simulation of the investment portfolio was conducted us-
ing the Vanguard S&P 500 ETF and the Invesco QQQ Trust
to estimate potential returns in three years.

W Results and Discussion

Stock markets are an integral part of any modern economic
system, without which an efficient allocation of resourc-
es is impossible. And the issues of anticipating the price
movements of financial instruments in the stock mar-
kets and forecasting their profitability were of interest
to capital market theorists and practitioners. A universal
type of financial instrument emerges on the market — ex-
change-traded funds (ETFs), which are a type of securities
traded on an exchange and act as a certificate for a portfo-
lio of shares, bonds, and stock exchange tokens. The his-
tory of ETFs dates back to 1989, when the first ETFs began
trading on the US market. Initially, ETFs were available
only to large institutional investors — investment banks,
hedge funds and insurance companies. The ETF boom at
the end of the 20th century allowed non-professional mar-
ket participants to take advantage of them, and the instru-
ment quickly became popular among individual investors.
According to Barclays, the main investment group, (What is
an ETF?..., n.d.) by 2007, about 60% of ETF trading was car-
ried out by individual investors. The main countries where
individual investors include ETFs in their portfolios are
the United States, Germany, the United Kingdom, Switzer-
land and France. In the United States, individual investors
account for 50-60% of total assets under management in
ETFs, while in Europe this figure is much lower, at 10% to
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15%, but institutional and individual investors around the
world still use this mechanism.

One of the driving factors behind the popularity of
mutual funds is the broadening of the term mutual funds,
which provides investors with a wide range of options. The
first mutual funds focused primarily on the stock market.
Established in 1993, the oldest and largest fund, SPDR S&P
500, is based on an index with assets of, as the name sug-
gests, $127 billion (Kunin, 2014). It is a modified version
of the index contract based on the shares of companies
included in the S&P 500 index of the New York Stock Ex-
change. Between 2000 and 2022, assets under management
increased 24-fold (an average annual growth rate of 33%).
The total number of ETFs traded in the major markets of
the United States, Europe and Asia exceeds 4,700 organi-
sations (Balchunas, 2022). ETFs not only cover almost all
types of assets available on the global stock market and
represent the interests of investment funds, but also pro-
vide individual investors with the opportunity to partici-
pate in the implementation of complex financial strategies
through a single transaction. Some ETFs provide individual
investors with the opportunity to make trades and invest
in falling stock indices, while others offer global exposure
to specific sectors of the global economy, such as the SPDR
Dow Jones Global Real Estate ETF (ETF ticker: RWO).

One of the most important positive aspects of invest-
ing in ETFs is the ability to diversify by any asset class,
industry, region and currency using ETFs, which helps
reduce volatility risk and potentially improve investment
performance. ETFs allow investors to invest in the finan-
cial markets of specific countries (the United States, Eu-
rope, Asia, etc.) or specific market segments (stocks, bonds,
commodities) by purchasing only one financial asset rather
than buying several individual instruments. Another pos-
itive aspect is low management costs. ETFs are based on
the principles of index investing, which offer low manage-
ment fees comparable to those of mutual funds or com-
mon funds: from 3% per annum of the net assets of an ex-
change-traded index fund (ETF). Financial investments are
highly liquid. ETFs can be bought and sold throughout the
day on the exchange on which the ETF is listed and traded,
and ETF quotes may be provided on a regular basis. ETFs
are bought and sold through Standard Bank or online bank-
ing. The availability of managed ETF assets is important.
Unlike mutual funds, the asset structure of ETFs is pub-
lished daily. Transaction opportunities are also an impor-
tant positive aspect of investing, as ETFs can be bought and
sold like ordinary shares, with available stops and limits,
and leveraged buying. Conventional indices and mutual
fund shares do not have this option. It is possible to build
a variety of investment portfolios, regardless of the initial
investment size. Prices for a single ETF share range from
USD 300 to USD 800, allowing even individual investors
with small amount of capital to build a balanced portfolio
without the need to use other complex strategies or instru-
ments (Kunin, 2014).

Some limitations that arise when using ETFs should
be considered. For example, transaction costs. Each trade
with ETFs is subject to mandatory brokerage and exchange
commission. When some ETFs are not liquid, there may be
a large spread between the purchase and sale price. When
choosing an ETF, it is necessary to take into account its
weight. A limitation is the difference in the structure of
the ETF and the market index. Funds often include some
giant stocks, which can eat up a disproportionate share
of the market, and their performance will have a propor-
tionately large impact on the performance of the portfo-
lio. It may also include companies that are not attractive
to investors but meet the fund’s criteria and are included
in the index. As a result, the volatility of the funds re-
mains and diversification is reduced. Before investing in
a fund, it is important to carefully study the composition
of the index and the corresponding ETF. There are taxa-
tion issues, the main reason for which is the payment of
dividends. Most of the presented brokers only care about
taxation on foreign liabilities.

It is impossible to understand the characteristics and
features of an ETF without understanding the character-
istics of the offer and the legal basis on which the issuer
operates the instrument. ETFs that reproduce a certain
index (DAX, S&P 500, MSCI Emerging Markets, DJIA) act
as ETF issuers and are freely traded on the stock market,
just like ordinary shares and other securities. In the Unit-
ed States, the vast majority of assets in ETFs are held by
funds that are regulated by the Securities and Exchange
Commission under the Investment Company Act of 1940.
However, mutual funds lose many of their inherent func-
tions when they are registered. Investment funds can be
organised in the form of an investment trust. In the Eu-
ropean stock markets, ETFs are issued in accordance with
the UCITS (Commitments for Collective Investment in
Transferable Securities) Directive (Chen, 2024). The char-
acteristics of the funds issued under the directive are that
they are open to individual and institutional investors,
have close supervision of assets, strict risk management
rules and standardised behavioural procedures for coop-
erative management. It is suggested to consider the most
popular ETFs on the S&P 500 and Nasdaq indices, name-
ly VOO - Vanguard S&P 500 ETF and QQQ Invesco QQQ
Trust ETF. Figure 1 analysed the performance of the S&P
500 index, a stock index comprising 503 shares of 500 se-
lected public companies traded on US stock exchanges
with the largest capitalisation. The list is owned and com-
piled by Standard & Poor’s.

The chart showed the growth over the past 5 years,
which is 5,477.08 +2,535.32 (86.18%). The NASDAQ Com-
posite is a stock index composed of common stocks and
similar financial instruments of all companies traded on
the NASDAQ Stock Exchange as shown in Figure 2. Often
referred to simply as “NASDAQ” or “NASDAQ index”. It
has been calculated since 1971, with an initial value of
100 points.
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Figure 1. The state of the S&P 500 index

Source: Google finance (2024a)
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Figure 2. The state of the NASDAQ index

Source: Google finance (2024b)

The chart showed the growth over the past 5 years,
which is 17,822.72 + 9,816.48 (122.61%). The ETF called
Vanguard Index Funds, an ETF created and managed by The
Vanguard Group, Inc. The fund invests in the public equity
markets of the United States. The Fund invests in equity se-
curities of companies operating in a variety of sectors. The
Fund invests in equities of large-capitalisation companies.
It seeks to track the performance of the S&P 500 Index us-
ing a full replication technique. Vanguard Index Funds —
Vanguard S&P 500 ETF was established on 31 August 1976
and is based in the United States. This investment aims to
track the performance of the Standard & Poor’s 500 index,

Holdings Breakdown

which measures the return on equity investments (Seeking
Alpha, 2024a). One unit of this ETF costs USD 501.27. Fig-
ure 3 showed how much of the money will be invested and
in which sector. Table 1 showed how much money was in-
vested in individual companies. When an ETF is purchased,
it automatically invests in 6.96% of Microsoft shares, 6.30%
of Apple shares, etc. In total, 34.07% is invested in the top
10 companies. In addition to these companies, there are
407 other companies, but only a very small portion of the
funds is invested in them. Compared to the index itself, the
ETF has returned 85.71% and the index 86.18%, which is
roughly the same as the index itself over 5 years.

B Technology 31.52%

m Consumer Cyclical 10.03%
Health Care 5.99%

| Basic Material 2.09%

m Financials 12.44%

m Real Estate 2.18%

® Communication 9.28%
Consumer Defensive 12.01%

B Industrials 8.00%

m Utilities 2.59%

m Energy 3.86%

m Cash & Equivalents 0.05%

Figure 3. Breakdown of holdings of Vanguard Index Funds ETFs

Source: Seeking Alpha (2024a)
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Table 1. Top 10 holdings of Vanguard Index Funds ETFs

Top 10 holdings
Microsoft Corp 6.96%
Apple Inc 6.30%
NVIDIA Corp 6.11%
Amazon.com Inc 3.64%
Meta Platforms Inc, class A 2.32%
Alphabet Inc, class A 2.29%
Alphabet Inc, class C 1.94%
Berkshire Hathaway Inc, class B 1.70%
Eli Lilly and Co 1.48%
JPMorgan Chase & Co 1.32%
Total of 34.07%
Number of holdings 507 507
Functions as of 31.05.2024

Source: Seeking Alpha (2024a)

This example showed an ETF called Invesco QQQ
Trust, Series 1, which is an ETF established by Invesco Ltd.
The fund is managed by Invesco Capital Management LLC.
The fund invests in public equity markets in the global re-
gion, in shares of companies operating in the energy, real
estate, materials, industrials, consumer staples, healthcare,
information technology, communications, and utilities

sectors. It invests in large-cap equities. It aims to track the

Holdings Breakdown

B Technology 52.01%
Consumer Cyclical 12.28%
Health Care 5.99%

m Basic Material 1.41%

® Financials 0.41%

B Real Estate 0.20%

performance of the NASDAQ-100 index using a full replica-
tion technique. The Invesco QQQ Trust, Series 1 was estab-
lished on 10 March 1999 and is located in the United States.
The investment seeks results that generally correspond to
the price and yield performance of the NASDAQ-100 Index
(Seeking Alpha, 2024b). One unit of this ETF costs USD
481.00. Figure 4 showed how much of the money will be

invested and in which sector.

m Communication 15.6%
Consumer Defensive 6.21%

M Industrials 4.25%

m Utilities 1.18%

mEnergy 0.47%

m Cash & Equivalents 0.17%

Figure 4. Breakdown of holdings of the Invesco QQQ Trust ETF

Source: Seeking Alpha (2024b)

Table 2 showed how much money is invested in in-
dividual companies. One ETF purchase automatical-
ly invests 8.70% in Microsoft shares, 8.46% in Apple
shares, and so on. In total, 50.48% is invested in the 10

largest companies. Compared to the index itself, the ETF’s
return is 157% and the index’s return is 122.61%, which
is better than the return of the index itself over a five-
year period.

Table 2. Top 10 holdings of the Invesco QQQ Trust ETF

Top 10 holdings
Microsoft Corp 8.70%
Apple Inc 8.46%
NVIDIA Corp 8.05%
Amazon.com Inc 5.22%
Broadcom Inc 4.93%
Meta Platforms Inc, class A 4.63%
Alphabet Inc, class A 2.80%
Alphabet Inc, class C 2.70%
Costco Wholesale Corp 2.54%

Management and Business, Vol. 2, No. I
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Table 2. Continued

Top 10 holdings

Tesla Inc 2.45%
Total of 50.48%
Number of holdings 103

Functions as of 26.06.2024

Source: Seeking Alpha (2024b)

Compared to the Vanguard S&P 500 ETF, the QQQ In-

vesco QQQ Trust ETF’s share of giant stocks is larger and
should proportionally have a greater impact on the portfo-
lio’s performance. The results were summed and compared

to find out what a portfolio invested in these assets could

look like over 3 years (2021-2024), assuming that the divi-
dends received are reinvested, the initial investment value
is $600, and $600 is added to the account quarterly (Ta-
ble 3). The first example was VOO - Vanguard S&P 500 ETF,
and the second was QQQ Invesco QQQ Trust ETF.

Table 3. Results of portfolios invested in Vanguard S&P 500 ETF and QQQ Trust ETF

Results of portfolios
Metric Example portfolio Example portfolio 2
Opening balance 600 USD 600 USD
Ending balance 11,976 USD 12,644 USD
Annualised return (CAGR) 140.18% 144.02%
Time-weighted rate of return (TWRR) 12.08% 11.85%
Weighted average rate of return (MWRR) 14.67% 18.01%
Standard deviation 17.02% 21.57%
The best year 28.78% 54.85%
The worst year -18.19% -32.58%
Maximum drawdown -8.78% -14.97%
Max. Drawdown (excluding cash flows) -23.91% -32.58%
Sharpe ratio 0.61 0.51
Sortino coefficient 0.93 0.76

Source: Tools for better investors (n.d.)

VOO - Vanguard S&P 500 ETF $600 invested on 1 Jan-
uary 2021 will be worth $11,976 as of 31 May 2024, repre-
senting a total return of 47.66%. Over this period, the port-
folio has returned 140.18% per annum, with 26 out of 41
months, or 63.41% of months, being positive. The best year
for the portfolio was 2021 with a return of 28.78%, and the
worst year for the period was 2022 with a return of -18.19%.
The maximum drawdown of the portfolio was 8.78% from
1 April 2022 to 30 April 2022 with a recovery time of 2
months. The risk-adjusted portfolio return, as measured by
the Sharpe ratio, was 0.61 (Tools for better investors, n.d.).

Q0QQ Invesco QQQ Trust ETF $600 invested on 1 Jan-
uary 2021 will be worth $12,644 as of 31 May 2024, rep-
resenting a total return of 46.60%. Over this period, the
portfolio has returned 144.02% per annum, with 25 out of
41 months, or 60.98% of months, being positive. The best
year for the portfolio was 2023 with a return of 54.85%,
and the worst year for the period was 2022 with a return
of -32.58%. The maximum drawdown of the portfolio was
14.97% from 1 April 2022 to 31 May 2022 with a recovery
time of 2 months. The portfolio’s risk-adjusted return, as
measured by the Sharpe ratio, was 0.51 (Tools for better in-
vestors, n.d.) All calculations are approximate to illustrate
how ETFs function and are used in the global market.

Market research had shown that Kinto was the first
investment company to include Ukrainian ETFs in the

Ukrainian Stock Exchange Index in 2011, issuing invest-
ment certificates of the fund (Kinto, n.d.). The Ukrainian
Exchange Index Fund (ticker: KUBI) is a unique project of
the Ukrainian stock market. It is the first fund whose secu-
rities are freely traded on the stock market in the form of
ordinary shares. The principle of operation of the Ukraini-
an ETF is similar to that of a classic exchange-traded index
fund. The structure of the fund (Fig. 5) almost exactly cop-
ies the structure of the index basket of the Ukrainian Stock
Exchange, which consists of the following Ukrainian com-
panies. The last corporate reporting activity dated back to
2017, with only one company paying dividends (Corporate
reporting..., 2018).

For the further development and emergence of inno-
vative financial instruments that can be used to effectively
hedge investments in Ukraine, it is necessary to create a
favourable investment environment in the country: ac-
ceptable and reliable investment conditions, investor in-
terest, and standardised investment regulation processes.
When most beginners enter financial markets, their eyes
are immediately focused on specific stocks, such as Micro-
soft Corp or Apple Inc. Practice often shows that such at-
tempts to choose specific stocks often fail, as there is no
complete information on the activities of certain compa-
nies. As a result, in the second half of the twentieth cen-
tury, the index approach to investing became very popular.
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The scholars under consideration cover different aspects of
this topic, but they note the advantages that can be agreed
upon. Financial markets are constantly evolving, and ETFs
have become an important tool for investors in the global

Ukrainian stock index structure

context. This article focused on the performance of ETFs, in
particular the Vanguard S&P 500 ETF and the Invesco QQQ
Trust, and their interaction with key indices, the NASDAQ
Composite and the S&P 500.

B BAVL Raiffeisen Bank 19.37%

m UNFA Ukrnafta 20.78%MSICH
Motor Sich 25.0%DOEN
Donbasenergo 9.85%CEEN

B Centrenergo 22.0%

Figure 5. Structure of the Ukrainian equity index

Source: Kinto (n.d.)

As A. Tkachenko et al. (2019) stated, there is no full
range of financial instruments, no mature regulatory and
legal framework, and securities traded on the stock mar-
ket are not backed by appropriate investor risk hedging
mechanisms such as ETFs. The analysis of C. Smith (2023)
emphasised that the S&P 500 represents a wide range of
sectors, from technology to financials to healthcare, pro-
viding better diversification than some highly specialised
indices such as the NASDAQ. The research by M.C. Ferre-
1l et al. (2020) confirmed that ETFs have become one of
the fastest growing segments of the financial market. The
growing popularity of ETFs is explained by their simplici-
ty, liquidity, and reduced management costs compared to
traditional investment funds. Moreover, K. Thune (2024)
provided fundamental information about ETFs and in-
dex funds, exploring their evolution and key characteris-
tics. He drawed attention to how these instruments have
transformed the investment market due to their low costs
and transparency. As R. Wild (2021) noted, ETFs provide
investors with access to a wide range of assets and new
investment ideas. N. Krasnikova & O. Benenson (2019) de-
termined that shares of ETFs have a number of advantages
over ordinary shares of corporations and are quite attrac-
tive for investment purposes. According to S. Nandal &
A. Kumar (2021), this approach to investing is particularly
important in comparison to active funds, which are often
associated with higher costs and unpredictable returns.

In particular, I. Morhachev et al. (2020) highlighted
a contrast that allows developing firmness principles for
real business projects to create investment funds. S. Esh &
A. Honcharenko (2020) noted that stock exchanges play an
important role in the modern economy of the country, pro-
viding investors with the opportunity to build an effective
investment portfolio of securities. One of the key aspects
of using ETFs is their ability to adapt to changing market
conditions. They allow investors to react quickly to market
fluctuations, making them attractive to traders and institu-
tional investors. For example, ]. Bowes & M. Ausloos (2021)

emphasised that ETFs show a variety of risks and returns,
depending on the investment strategy and market condi-
tions. ETFs continue to evolve and adapt to the needs of
investors, offering a wide range of investment opportuni-
ties. Modern ETFs allow not only investing in traditional
assets such as stocks and bonds, but also in more complex
instruments such as commodities and indices based on
new technologies. E. Balchunas (2022) noted that such in-
novations make ETFs more attractive to investors who seek
to diversify their portfolios. A study by J. Ferringer (2021)
showed that the implementation of technologies such as
artificial intelligence into ETF management processes can
significantly improve their efficiency. Investors using these
technologies can not only analyse data but also adapt their
investment strategies in real time, which increases the
possibility of achieving financial goals. O. Vinichenko &
M. Hrybkova (2021) noted that hedge funds allow non-pro-
fessional traders to take the opportunities available in the
world. While ETFs offer numerous opportunities, there are
also risks, in particular market risks, that can significant-
ly affect their performance. Studies by A. Dumitrescu et
al. (2023) highlighted that while ESG ETFs have the po-
tential for high returns, their performance does not often
reach the level of standard indices due to additional ethical
and environmental limitations. K. Saha et al. (2022) noted
that economic conditions, political instability, and regula-
tory changes can affect the ETF market.

Through innovative portfolio analysis platforms, in-
vestors can simulate their investments and assess poten-
tial outcomes. Using portfolio simulation sites allows in-
vestors to understand how ETFs can impact their overall
investment strategy over the long term. In this article, a
more applied analysis was conducted, the results of which
showed that investing in indices allows you to invest in a
fairly wide range of companies. The results of this analysis
suggested that ETFs play an important role in the modern
investment environment. They not only provide access to
a variety of assets, but they can also optimise risks and

Management and Business, Vol. 2, No. I
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portfolio returns by spreading risks and diversifying the
investment portfolio. The selected funds have shown posi-
tive dynamics over a three-year period and capital growth,
which proves the suitability of investing in ETFs.

W Conclusions
Exchange-traded investment funds are a type of securities
that are traded on an exchange and act as a certificate for a
portfolio of shares, bonds, and stock exchange tokens. It is
concluded that portfolio investing is understood as the in-
vestment activity of investors, which involves investing in
several investment objects instead of one, thereby generat-
ing a certain diversified set of them. It is justified that finan-
cial markets, including stock markets, as their segment in
modern conditions are characterised by volatile, stochastic,
crisis downturns of various nature. The application of tra-
ditional portfolio theory and classical financial and mathe-
matical methods, which are portfolio optimisation based on
the criterion of a given ratio of expected return to risk, leads
to a common and typical failure. ETFs can increase portfo-
lio diversification, symplify the search for new investment
ideas, provide easy and inexpensive access to internation-
al markets, and enable innovative strategies and portfolio
management techniques to protectagainst marketvolatility.
Innovative ETF instruments, which marked the begin-
ning of the rapid growth of the ETF industry, gave investors
an impetus to expand the possibilities and the very term of
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mutual funds. By making a visual analysis of popular ETFs
on the S&P 500 and Nasdaq indices, namely VOO - Van-
guard S&P 500 ETF and QQQ Invesco QQQ Trust ETF, one
can clearly see what an investment fund consists of, which
part of the giants’ shares is larger and should proportional-
ly have a greater impact on the portfolio’s performance. It is
made a conclusion that in 2024, ETFs not only cover almost
all types of assets available on the global stock market and
represent the interests of investment funds, but also pro-
vide individual investors with the opportunity to partici-
pate in the implementation of complex financial strategies
through a single transaction. The research of the Ukraini-
an stock market shows that there are certain problems in
its operation. As a result, the Ukrainian securities market
has not fully fulfilled its function of aggregating supply
and demand for securities, attracting investment capital
and directing it to the most efficient sectors and types of
economic activity. The limitations discussed in the article,
namely the process of taxation of the result of investing on
foreign exchanges in investment funds (ETFs) in Ukraine,
are a prospect for further research on the choice of broker.
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DYHKLUiIOHYBaHHSA Ta BUKOPUCTAHHS
6ip)>xoBUx iHBecTULiMHUX PoHAaiB
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il AHoTauif. 3acTocyBaHHSI TpaAuliiiiHoi moprdenbHoi Teopii i KIacMYHUX MeToniB (hiHaHCOBOI MaTeMaTUKH, e
MIPeNCTaB/ISIIOTh COO0I0 ONTMMIi3allil0 iHBeCTUIIITHOTO TTOPTdeis, BUSBISETbCS YACTO HELOCSIKHUM JJIsI IIMPOKOTO KoJia
inBectopiB. ToMmy, MeTOI0 6y/I0 DOCAIAUTM HOBITHI iHCTpyMeHTM Ta HOHAOBI MiAXOAY 4O iHBECTYBaHHS. 3a LOIIOMOTOI0
CUCTEMHOTO aHaJli3y IPOBefeHO MOPiBHSIHHS MiX o6paHMMM (HiHAHCOBMMM iHCTpyMeHTaMu. [IJisl OTpMMAaHHST BXiTHUX
IaHux Oyno BUKoOpuUcTaHo iHdopmauiitHi maatdopmu (Google finance). V crarti mociimskeHo (GYyHKI[IOHYBaHHS Ta
BUKOPUCTAHHS 6ipsKOBUX iHBeCTULITHUX HOH/IB, SIK HEBiL €MHY YaCTUHY OyIb-sKOi CyuacHOI eKOHOMIYHO] cucTemu, 6e3
SIKOT HEMOK/IVBUIT e(eKTUBHUI PO3IOALT pecypciB. 3alIPOIIOHOBAHO Ta PO3IVISTHYTO iHOEeKCHMIT MiAXiA 10 iHBeCTyBaHHS,
710TO TepeBaru Ta HeOMiKM. BU3HAUEHHO NMUTAHHS NepenbdayeHHsl pyxy IiH ¢iHaHCOBUX iHCTPYMeHTiB Ha GOHIOBUX
PMHKAaX i TPOTHO3YBaHHSI iX MPMUOYTKOBOCTI. Y CTATTi IpOaHa/i30BaHO OCHOBHI iHBECTHUIIi/IHI HAITPSIMM, 38 IKMMU MOXKJ/IVBO
3pificHioBaTy (opMyBaHHS iHBeCTUIIifiHOTO MOPTdesio. 3aIpONOHOBAaHO Ta PO3IISIHYTO (GiHAHCOBMIT IHCTPYMEHT — 1ie
6ipskoBi iHBecTUIiifHI OHIM, IO TTOEAHYIOTH B COOi HaKpallli pycK akiiili Ta maioBux iHBeCTUIiiHUX QOH/IB, a caMe
B3aeMHMX QOHJIB, SIK AIbTEPHATUBY TPALUIIIFTHOTO Miaxony 1o GopMyBaHHS iHBECTUIIIITHOTO MOPTQeTio, Ta MOKIUBOCTI
OpaTy yyacTh y peatisarllii CKJIaZHOTO iHBECTUIIIITHOTO TTpoIieca 3a I0MOMOTroI0 OfHiel onepailii. PO3MISIHYTO MOK/IMBOCTI
IU1s1 3[1iiCHEeHHSI iHBeCTuIIilt Ha cBiTOBUX (DiHAHCOBMX pPMHKAX B YKpaiHi, 3a inmekcamu S&P 500 Ta Nasdaq. ITpakTuuHa
LiHHICTh JaHOTO JOC/IiIKeHHS MOJISITa€ B MOJIeTIe i MOIyKY HOBUX ifiet /i iHBeCTyBaHHSI, MiIXOAUTD /ISl TOYaTKiBIIiB
Ta 1715t mpodeciitHux iHBecTopiB i Tpeiigepin

i Knrou4oBi cnoBa: kamitanoBkIaneHHs; GOHO0BMIT pUHOK; hiHaHCOBI iHCTpYMeHTH; 6Gip>KOBi iHAEKCH; TUTTU GiPKOBUX
iHBeCTUIiTHMX QOHIIB

Management and Business, Vol. 2, No. I


https://iplan.ua/navchannya/de-i-yak-vchytysya-investuvaty/
https://iplan.ua/navchannya/de-i-yak-vchytysya-investuvaty/
https://link.springer.com/article/10.1007/s12197-021-09566-4
https://seekingalpha.com/symbol/VOO
https://seekingalpha.com/symbol/QQQ
https://forexbrokerlisting.com/uk/sp500-vs-other-indices-a-comparative-evaluation/
https://forexbrokerlisting.com/uk/sp500-vs-other-indices-a-comparative-evaluation/
https://www.etf.com/sections/etf-basics/etfs-vs-index-funds-comparison-guide
https://www.etf.com/sections/etf-basics/etfs-vs-index-funds-comparison-guide
https://www.ijrte.org/wp-content/uploads/papers/v8i3c/C10071183C19.pdf
https://www.portfoliovisualizer.com/
https://www.youtube.com/watch?v=GiGjtcnmndE
https://www.youtube.com/watch?v=GiGjtcnmndE
https://doi.org/10.32702/2306-6814.2021.7.5
https://www.barclays.co.uk/smart-investor/investments-explained/funds-etfs-and-investment-trusts/what-is-an-etf/
https://www.barclays.co.uk/smart-investor/investments-explained/funds-etfs-and-investment-trusts/what-is-an-etf/
https://www.amazon.com/Exchange-Traded-Dummies-Business-Personal-Finance/dp/111982883X
https://orcid.org/0009-0003-8277-5765

