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ETF Market Structure Diagram Pack
Four diagrams on how ETFs trade, where ETF liquidity comes from, and how liquidity
stress shows up. Free to use in training decks, internal notes and client materials with
credit.

1. ETFs trade in two connected markets

2. How ETF liquidity flows

3. AUM vs. liquidity: common assumption vs. reality

4. Same stress, different visibility: ETFs vs. mutual funds

Source: howETFsTrade.com. Free to use with credit. Educational only. Not investment advice.



1 of 4 · ETF market structure: ETFs trade in two connected markets. Investors trade ETF shares on an exchange; market makers and

APs connect that secondary market to creation and redemption in the primary market. Liquidity ultimately comes from the underlying
securities.

Source: howETFsTrade.com. Free to use with credit. Educational only. Not investment advice.



2 of 4 · Why ETF Liquidity ≠ AUM: How ETF liquidity flows. ETF liquidity is not stored inside the ETF. It is accessed through a market
structure that links ETF shares to their underlying assets.
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3 of 4 · Why ETF Liquidity ≠ AUM: Common assumption vs. reality. AUM measures scale, not capacity. Volume describes how often an
ETF trades, not how much it can trade.
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4 of 4 · Why ETFs Surface Liquidity Constraints Faster Than Mutual Funds: Same stress, different visibility. Mutual funds do not avoid
liquidity stress. ETFs show it in real time; mutual funds defer and smooth it.
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