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ETF NAV, iNAV & 
PRICE, EXPLAINED

1 INTRODUCTION TO ETF VALUATIONS

WHAT IS THE iNAV?
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ETF PRICE

THE ARBITRAGE MECHANISM

– The value of an ETF is best calculated based on the aggregate values of the underlying securities, which is

known as the Net Asset Value (NAV) of the ETF. Indicative net asset value (iNAV) is an estimate of the NAV

of the ETF at a given point in time.

– ETFs can be created or redeemed in the primary market at NAV plus creation or redemption costs. Al-

ternatively, it can be traded on the exchange at a price with a bid/ask spread, which can be higher and

lower than the NAV.

– If the ETF is traded at premium or discount relative to the NAV, the arbitrage mechanism between pri-

mary and secondary would bring the ETF trading price closer to the NAV.

INTRODUCTION TO ETF VALUATIONS

For informational purposes only.  

WHAT IS THE NAV?

Net Asset Value (NAV) is the market value of the ETF’s component assets after management fees, liabilities, and 

other expenses are deducted, and hence, divided by the number of outstanding shares.

WHAT IS THE iNAV?

Indicative Net Asset Value (iNAV) is an estimate of the value of the fund’s total assets at a given time thereby 

providing an estimated NAV update, usually in real time.
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WHAT IS THE NAV?

Official NAV is calculated once a day 

based on the most recent closing prices 
of the underlying securities

ETF's NAV is made publicly available 
to the APs and market participants on a 

daily frequency

NAV is used in estimating the ETFs 

performance against the index it 
intends to track
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iNAV is calculated throughout

the day based on the last available 
price  of the underlying securities

ETF's iNAV is made publicly available 
on the listings exchange nearly real 

time (approx every 15 seconds)

iNAV serves as a useful indicator of 

whether the ETF's quoted market 

price is over or underpriced
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ETF NAV, INAV & PRICE EXPLAINED

THE ARBITRAGE MECHANISM

If the ETF shares are overpriced (price exceeds the value of underlying securities), Authorised Participants (or APs) 

exploit the arbitrage opportunity by creating the ETF shares in the primary market and subsequently selling ETF 

shares in the secondary market (i.e. on the exchange). This intervention helps drive the ETF share price back to its 

fair value.

If the ETF shares are underpriced (price at discount of the value of underlying securities), APs earn a risk-free 

arbitrage profit by buying the ETF shares in the secondary market at a lower price and redeem the ETF shares at 

NAV in the primary markets. Once again, the supply and demand process helps drive the ETF share price back to 

its fair value.
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ETF PRICE

 – Similar to stocks, the price of an ETF traded in the secondary market is driven by supply and demand with  

a bid/ask spread. 

 – ETF price traded on the exchange fluctuates during the trading, resulting in premium and discount to the NAV.

 – If the ETF price deviates from the NAV, arbitrage opportunities occur which would help bring the ETF price back 

to its fair value.
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The value of an investment in ETFs may go down as well as up and past performance is not a reliable indicator of future performance. Trading in ETFs may not be suitable for all types of investors 
as they carry a high degree of risk. You may lose all of your initial investment. Only speculate with money you can afford to lose. Changes in exchange rates may also cause your investment to go 
up or down in value. Tax treatment depends on the individual circumstances of each client and may be subject to change in the future. Please ensure that you fully understand the risks involved. 
If in any doubt, please seek independent financial advice. Investors should refer to the section entitled “Risk Factors” in the relevant prospectus for further details of these and other risks 
associated with an investment in the securities offered by the Issuer.
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