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Space, chips
and crypto - the
$13b investor
craze sweeping
the ASX

They promise a slice of the profits generated by

cutting-edge industries, but higher fees and wild
volatility mean these niche ETFs should be handled — ===

with care. Thematic ETF inflows reached $1.6 billion in the first half of 2026 alone - nearly
matching the $1.8 billion collected during all of last year. Simon Letch

Rebecca Pike Wealth reporter
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The top-performing ETF on the ASX in May was a space
industry offering that soared by more than 30 per cent, only to
crash-land a month later as June’s worst performer, dropping

33.5 per cent.

Welcome to the high-octane end of the ETF market, where
investors can jump on just about any theme they like, from
quantum computing to video games, rare earths, clean
energy, uranium and semiconductors.
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These are not the vanilla, low-cost, index-tracking funds
popularised by Vanguard founder John “Jack” Bogle in the
1970s. They are what's known as thematic ETFs, and they have
become increasingly popular over the past decade. This year,

amid the exuberance about Al, the trend is accelerating.

The ETF industry in Australia is worth $364 billion, and the
vast majority of the 458 ETFs on the ASX fall into the classic
category - broad-based, low-cost, passive index tracking.

Thematic ETFs account for a modest $13 billion of the market,

and only 39 (8.5 per cent) are classified as thematic.

But their popularity is growing - the sector experienced net
inflows of $818 million in 2024, rising to $1.8 billion in 2025,
according to Ron Hodge, the chief executive of digital wealth
platform InvestSmart. The tally for the first half of 2026 has

already reached $1.6 billion, he says.

Hodge says that with fierce competition in the broad-market
index-tracking ETF segment having pushed fees towards zero,
providers are serving up thematic ETFs that are “easier to
market and can command higher fees”.

What are investors buying?

Most of the money going into ETFs remains with broad-
market index-tracking funds. The top 10 ETFs by inflows are
made up entirely of those tracking Australian, US or global

stock exchanges.

Thematic ETFs are growing, though. Overall funds invested in
them grew from $7.4 billion to $12.7 billion during the last

financial year.

Of the more narrowly focused ETFs, those in technology and
mining were the most popular among investors, according to a
Betashares analysis. Global X's FANG+, which holds major US
tech stocks, is the most invested in thematic ETF on the

Australian market as of June 30.

Global X's Copper Miners ETF wasn't far behind, receiving the

second-highest value of inflows last financial year, making it the
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sixth-largest thematic ETF.

Australian investors also piled into gold and silver ETFs last year

and early this year, as the prices of precious metals reached
record highs. Crypto ETFs also continue to attract investors,
while those focused on Al and space technology are the latest

big things.

But progress continues apace - Vankck, a specialist in providing
exposure to niche and emerging industries, will next week

launch Australia’s first quantum computing ETF, along with new

offerings focused on rare earths and semiconductors.

Because there are so few pure-play companies making revenue
from quantum computing, investors in the VanEck quantum
ETF will be buying into small-and-mid-caps building quantum
hardware and software, as well as established mega-cap tech

companies with patents in the area.

Hodge says there has been much fanfare about the record
number of ETFs hitting the ASX but warns that more choice can

be confusing and sometimes encourages investors to chase

buzzy themes rather than focusing on a long-term strategy.

“A ‘Drone special’

with ‘Nano Tech’

and ‘Rare Earth .
seasoning’ please.”

The menu of ETFs available on the ASX is rapidly expanding. Simon Letch

And, he notes, thematic ETFs turn the traditional idea of passive

investing using ETFs on its head.
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“Broad-market ETFs were designed to give investors low-cost
diversification without having to predict the next winner,” he
says. “Thematic ETFs do almost the opposite. They narrow the
portfolio, charge higher fees and ask investors to back one

particular industry or trend.”

That's not to say there isn't a place for thematic ETFs - as we will
explain later. They are perfectly suited to the satellite portion of
a core-satellite portfolio. And who knows, buy-and-hold

investors may benefit from the space industry ETFs that are hot

property right now for decades to come.

Jonathan Shead, the retiring head of investments, Australia, at
State Street Investment Management, was involved in launching
the first index-tracking ETFs to trade on the ASX 25 years ago in

August.

“Originally, ETFs were pitched as a passive investment, and that

label has stuck, but it's not always true,” Shead says.

“Really, the only pure passive investments are ones that track

the full market capitalisation of the index.

“If you bought a resources ETF, or you bought a small-cap ETF,
or you bought something that focuses on value, it might be

tracking an index, but that does not mean it's passive. It's active.”

Shead says the other place investors often go wrong is by
considering ETFs an investment strategy rather than a product

structure.

He says no matter what kind of ETF you invest in, understanding
the underlying assets that the ETF owns is essential, and he

warns investors to use ETFs “with care”.

“Always check what the ETF is offering. ‘What’s inside the box?,
as | like to say. Never just buy the box: always open the box and

see what's inside.”

Chief analyst at investor education platform Wealth Within, Dale
Gillham, agrees. “Products don't ever remove risk, whether it's a

stock, or whether it's a property, or whether it's a managed fund,
or superannuation.”
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A look at returns

Given their narrower focus, the returns from thematic
ETFs tend to be more volatile than those that track a

broad-based market index.

This is illustrated by looking at the returns of the best and
worst ASX-listed ETFs for the last financial year. Picking a
winning theme - in this instance semiconductors - produces a

vastly different result to backing a loser - in this case bitcoin.

Global X's semiconductor ETF - which tracks 30 large chip-
making and design companies - earned a return of 167 per cent
over the past financial year. Conversely, bitcoin ETFs took up
four of the five worst-performing positions, bringing losses of up
to 49 per cent.
Best and worst ASX-listed ETFs, FY26* (%)
Global X Semiconductor
iShares MSCI South Korea
Global X Hydrogen

Betashares Asia Technology
Tigers

Betashares Energy Transition
Metals

Global X Ultra Short Nasqag-

Betashares Bitcoin
VanEck Bitcoin
Global X 21Shares Bitcoin

DigitalX Bitcoin

* As of Jun 30

By contrast, while investing in a broad-market index-tracking
ETF may never shoot the lights out to the tune of 167 per cent,
the ETFs with the most funds under management on the ASX
are all broad-market and produced returns which average
between 11 per cent and 25 per cent over the past three
financial

years.



Performance of top ETFs by market cap on the ASX (%)*

Vanguard Australian Shares Index
Vanguard MSCI Index International Shares
iShares S&P 500

iShares Core S&P/ASX 200

Betashares Australia 200

Betashares Nasdaqg 100

Fy24 FY25 FY26

* Net of fees. As at June 30, 2026
Source: Listcorp, Betashares, Bloomberg

Of course, experts advise that you should judge an investment
by its one-year returns at your own peril. Investors may hold
these narrow thematic ETFs for many years and do well from
them.

Plus, the diversity thematic ETFs offer - and perhaps even the

risk — are part of the appeal for some.

“Buying an S&P 500 ETF every time you get your pay cheque for
50 years is like having the same dinner every night for some
people,” says David Tuckwell, the founder and chief investment
officer of ETF Shares. “They want to know there's more to

investing, more to finance than just that.”

Here are five tips for using ETFs in a portfolio.

1. Build a stable core

The core of your investment portfolio should consist of low-cost
and diversified investments, says Betashares investment
strategist Hugh Lam.

“This may include broad-market capitalisation-weighted
Australian and international equities, as well as fixed income

exposures,” he says.

“For the core of an ETF portfolio, | usually recommend broad
diversification with passive index [tracking] ETFs to keep
returns in line with overall market trends,” says executive

adviser at Viridian Advisory, Pradan Yeluri.



“For example, there are many ASX 200 or ASX 300 options that
offer good value while passing on dividend income and franking

credits.

“Internationally, you'll find options focused on the world's
largest 100 companies, the Nasdaq, or the S&P 500. These tend

to capture leading businesses and provide cost-effective growth.”

2. Bolt on higher-risk satellites

Once you have your core investments in place, you can begin to
build out what surrounds your core: the satellite portion of your

p ortfolio.
This is where you could consider higher-risk, thematic ETFs.

“Satellite exposures can be used for higher-conviction
investment ideas, such as cybersecurity, artificial intelligence or

other long-term megatrends,” says Lam.

These would typically be smaller financial investments of

perhaps 5 per cent to 10 per cent of your overall portfolio value.

“These positions should generally remain measured and
complement, rather than replace, a diversified portfolio core,”

Lam says.

Tuckwell says that thematic ETFs are “definitely more risky”,

despite his company having launched five of them.

He adds that while much of the marketing around ETFs has
encouraged jumping on trends, as with any investment,

consistency is key.

“The thing for investors to weigh up is what they're trying to
achieve,” Tuckwell says. “The people I've seen succeed the most
are always the same: they've got a very clear strategic plan, and
they stick to it.”

The “boring” part of the portfolio should do the heavy lifting,
Hodge says. “Once investors have a diversified core in place, they
can allocate a smaller amount to themes they understand and
have conviction in. That gives them some exposure to the
excitement without allowing one big idea to determine their

financial future.”



3. Make sure you're truly
diversified

There’'sno magicnumberof ETFsyou should havein your

portfolio, although between five and 10 is an oft-quoted figure.

But “owning more ETFs does not necessarily create better

diversification”, Lam says.

Owning multiple ETFs could, in fact, decrease your

diversification if they have overlapping investments.

“The US market is heavily made up of tech stocks, so if you have
two investments, one is the S&P 500 and one’s tech-heavy, it's
likely there's a lot of overlap within those two ETFs,” CommSec
market analyst Laura Besarati says.

She adds that owning a variety of different thematic ETFs also
doesn't result in diversification.

“If you only hold ETFs within themes or sectors, you're not

diversified,” Besarati says.

“Try to make sure you're spread across here in Australia,
internationally, different sectors, and different themes as well,
so that all of your eggs aren’t in one basket. That's a way to
spread out your risk.”

Hodge says investors need to look beneath the labels. “Many of
the largest companies in a thematic ETF may already be held in
a broad global or US share ETF,” he says. “Adding another fund
can increase concentration rather than diversification, so it's
important to check the underlying holdings before investing.”

4. Invest based on your risk
tolerance and goals

WhileETFs canbesuitable forinvestors at anystageoftheir
investment journey, some products will be more suitable than

others at different times of your life.

“If you're a younger Australian trying to save up a deposit for a
house, typically thinking about growth-oriented investments

might make a little bit more sense,” Lam says.



“For someone looking to save for retirement stability and capital,
thinking about income-oriented strategies, even fixed income as

well, may be a more simple solution.”

It's all about timing, Hodge says.

“If you need the money in two or three years, shares or thematic
ETFs may be entirely inappropriate because the market may be
down precisely when you need to sell,” he says. “But if it's seven

to 10 years away then all good.”

5. Don’t let emotion drive your
decision-making

Buying thematic ETFs, in particular, can be a consequence of
emotional decision-making and investors should avoid jumping

onto trends driven by the fear of missing out.

And once you have invested, riding out the lows, as well as the

highs, remains key.

It's natural to get nervous about market performance, but Lam
says it's important not to “let emotion drive your decision-

making”.

“You might see a market downturn, and that could cause some
investors to panic-sell, but that can be a detrimental outcome if

repeated over the long run,” he says.

Shead says investors shouldn't trade “too much” and agrees that

buying and holding is a good strategy.

“Buying based on a long-term strategy, and buying and holding
for long periods of time, is generally the best way to operate,” he

says.

“If you're trading a lot, you're generating tax outcomes, you're
incurring costs associated with trading. And the odds that your
trading will be smarter than anyone else in the market are not
that great.”
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