
Trading Tactics:  
ETF Order Types Matter
Better control of buy and sell prices is one of their many benefits exchange-
traded funds (ETFs) offer investors.  Understanding trading techniques can 
help you manage your portfolio for better outcomes.

Market versus Limit Orders

Market and limit orders are the two basic order types—understanding the difference 
between the two is important for successful trading.  

A market order is an order to immediately buy or sell an ETF at the best available 
price. There is no price control, and while it typically delivers instant execution, the 
order may be filled at a price that is far from the current bid/offer, particularly during 
times of market volatility.  

A limit order is an order to buy or sell an ETF with a restriction on the maximum or 
minimum price to be paid or received. A buy limit order can only be executed at the 
limit price or lower, and a sell limit order can only be executed at the limit price or 
higher. While limit orders do not guarantee full execution, they offer investors some 
protection against unforeseen market moves or a momentary lack of deep bids and 
offers. Using limit orders in a reasonable range of fair value can help investors trade 
successfully with more control, understanding that the full order may not be executed.

Stop-Loss Orders

A stop-loss order is an order to buy or sell an ETF at the market price once it has 
traded at, or through, a specified or ‘stop’ price, triggering a market order. While this 
can be a good way to passively manage positions, it exposes investors to the risks of 
market orders.  Stop-loss orders may be triggered during times of higher volatility, 
which are usually not good times to use market orders1.

A stop-loss limit order is an order to buy or sell an ETF at the market price once the ETF 
has traded at, or through, a ‘stop’ price, with a limit price attached to it. The objective 
is to activate a limit order at a specified price. Using limits when trading gives investors 
price control of their orders, but stop-loss limit orders do not ensure execution.  

Block Execution

When trading a large block of an ETF or one that has lower average daily volume, it’s 
important to use the trading tools available to you, including your block ETF trading 
desk. Investors often believe that only large institutions have access to liquidity 
providers, who can access the underlying liquidity of an ETF, but that is not the case. 
Most custodians and wirehouse broker-dealers have agency block execution desks 
which can be valuable resources their clients. While each platform has its own system, 
it’s important to remember that investors must select their order as “not held” to allow 
the desk to execute on their behalf. An order marked or defaulted to “held” will be 
sent directly to the market and executed without discretion. 
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1. The New York Stock Exchange no longer accepts or honors stop-loss orders as of February 26, 2016.

Important Information

You should carefully consider the investment objectives, risks, charges and expenses of the Matthews Asia Funds before 
making an investment decision. A prospectus or summary prospectus with this and other information about the Funds 
may be obtained by visiting matthewsasia.com. Please read the prospectus carefully before investing at it explains the 
risks associated with investing in international and emerging markets.

The value of an investment in the Fund can go down as well as up and possible loss of principal is a risk of investing. Investments in international, 
emerging and frontier markets involve risks such as economic, social and political instability, market illiquidity, currency fluctuations, high levels of 
volatility, and limited regulation. Additionally, investing in emerging and frontier securities involves greater risks than investing in securities of developed 
markets, as issuers in these countries generally disclose less financial and other information publicly or restrict access to certain information from review 
by non-domestic authorities. Emerging and frontier markets tend to have less stringent and less uniform accounting, auditing and financial reporting 
standards, limited regulatory or governmental oversight, and limited investor protection or rights to take action against issuers, resulting in potential 
material risks to investors. Investing in small- and mid-size companies is more risky than investing in larger companies as they may be more volatile and 
less liquid than large companies. In addition, single-country and sector funds may be subject to a higher degree of market risk than diversified funds 
because of concentration in a specific industry, sector or geographic location. Pandemics and other public health emergencies can result in market 
volatility and disruption.

The views and information discussed herein are as of the date of publication, are subject to change and may not reflect current views. The views 
expressed represent an assessment of market conditions at a specific point in time, are opinions only and should not be relied upon as investment advice 
regarding a particular investment or markets in general. Such information does not constitute a recommendation to buy or sell specific securities or 
investment vehicles. Investment involves risk. Past performance is no guarantee of future results. The value of an investment in the Fund can go down 
as well as up. The information contained herein has been derived from sources believed to be reliable and accurate at the time of compilation, but no 
representation or warranty (express or implied) is made as to the accuracy or completeness of any of this information. Matthews Asia and its affiliates do 
not accept any liability for losses either direct or consequential caused by the use of this information.

Matthews International Capital Management, LLC is the advisor to the Matthews Asia Funds. 

Matthews Asia is the brand for Matthews International Capital Management, LLC and its direct and indirect subsidiaries.

Matthews Asia Funds are distributed by Foreside Funds Distributors LLC
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