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WisdomTree’s U.S. Growth & Momentum Fund (WGRO) recently completed its sixth rebalance

since launching in June 2021. 

The Fund is currently WisdomTree’s second top-performing strategy quarter-to-date

(+12.7%) and the fifth top-performing strategy since its launch date (+12.9%).1 Notably,

the Fund has outperformed the S&P 500 Index by 1.87% and modestly outperformed the Russe

ll 1000 Growth Index by 0.16% since inception.2 

Performance is historical and does not guarantee future results. Current        

performance may be lower or higher than quoted. Investment returns and principal

value of an investment will fluctuate so that an investor’s shares, when          

redeemed, may be worth more or less than their original cost. Standardized          

performance data for the most recent quarter and month-end are available here. 

For background, WGRO seeks to capture the upside of an aggressive growth portfolio, with

lower drawdowns and volatility that often accompanies growth investing.

WGRO seeks to track the price and yield performance, before fees and expenses, of the O’

Neil Growth Index, which was developed by tenured growth investment manager O’Neil

Global Advisors. 

The strategy uses a combination of four proprietary O’Neil factors that seek to time

entry points into securities during small pullbacks and to avoid holding stocks that are

overextended. Those four factors are: 

Pullback – a technical factor that measures a stock’s long-term momentum and short-

term mean reversion characteristics, targeting stable growth stocks with positive

recent price action

Volatility – aims to lower the long-term volatility of the portfolio 

Datagraph Rating™  – a composite growth characteristic to target companies

exhibiting market leadership and solid fundamentals 

Hotness – a measure of a stock’s recent change in volume compared with historical

averages, which seeks to lower the volatility of the portfolio and to avoid stocks

with high short-term speculative interest 

Different from the many momentum ETF competitors that rebalance semiannually or

quarterly, WGRO rebalances monthly to adapt to changing market signals. 

Sector Exposure
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Over the past six rebalance cycles, WGRO has had notable shifts in sector allocations: 

Since inception, WGRO has maintained an over-weight allocation to the Consumer

Discretionary sector relative to the S&P 500 and Russell 1000 Growth Indexes.

WGRO has incrementally trimmed its exposure at each rebalance from 33% at inception

to 17% in November. Over this same period, Consumer Discretionary was the second and

fourth best-performing sector within the S&P 500 Growth and Russell 1000 Growth

Indexes, respectively.3 

WGRO significantly added to its Health Care exposure at the October rebalance during

a well-timed slump in Health Care stocks, as measured by the S&P 500 Health Care

Index. The Fund added 10 new Health Care names that ranked highly on the Pullback

factor.

  S&P 500 Health Care Index
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WGRO has also made a net addition of 7% to its Financials exposure since inception.

At the most recent rebalance, WGRO added four new Financials stocks that ranked

highly on both the Pullback and Datagraph factors. Over this same period, Financials

stocks within the S&P 500 Index have been the third top-performing sector group

(+11.5%).4 

Attractive Valuation and Fundamentals

Quarter-to-date, WGRO has managed to outperform both the S&P 500 and Russell 1000 Growth

Indexes while maintaining fundamental growth rates and a discounted valuation.

WGRO has consistently generated revenue growth ~4% above the Russell 1000 Growth Index

and 10% above the S&P 500 Index.

Importantly, the strong revenue growth generated by WGRO is also observed in bottom line

earnings growth, which speaks to the operational efficiency of the companies captured in

the basket. There is a significant gap between the earnings growth generated by WGRO and

the benchmark Indexes. On average, earnings growth for WGRO is ~40 percentage points

higher than those companies included in the S&P 500 or Russell 1000 Growth Indexes.

WGRO is currently

attractively valued at 19.2x forward price-to-earnings (P/E) relative to 22.5x and 33.8x

for the S&P 500 and Russell 1000 Growth Indexes, respectively. This valuation discount

is consistent with the historical median discount relative to these benchmarks—WGRO has

been valued roughly 5 and 15 forward P/E turns  below the S&P 500 and Russell 1000

Growth Indexes, respectively.5 

Valuation

The fundamental and valuation differentials are driven in large part by the composition

o f WGRO—its top holdings are less concentrated and quite different from what is

typically captured by large-cap U.S. growth benchmarks.
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Positioning WGRO

Given the strategy’s higher fundamental growth and lower valuation, WGRO may be of

interest to  investors that want to allocate to mid- and large-capitalization U.S.

growth stocks at discounted multiples. The Fund’s monthly rebalance schedule also may

make it attractive to investors seeking to allocate to a momentum strategy that responds

more frequently to changes in the market environment.

 

 

1Source: WisdomTree. Performance at NAV for the periods 9/30/21–11/22/21 and 6/23/21–

11/22/21.

2Sources: WisdomTree, Bloomberg, for the period 6/23/21–11/9/21. WGRO performance at NAV.

3Sources: WisdomTree, Bloomberg, for the period 6/24/21–11/9/21. Consumer Discretionary

stocks within the S&P 500 and Russell 1000 Growth Indexes returned 14.3% and 14.75%,

respectively.  

4Sources: WisdomTree, Bloomberg, for the period 6/23/21–11/9/21.

5Sources: WisdomTree, FactSet, for the period 6/23/21–11/9/21.

 

Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. The

Fund invests in mid- and large-capitalization companies that provide exposure to a

portfolio of high growth and momentum U.S. exchange-listed companies. Securities that

exhibit momentum characteristics may be more volatile than the market as a whole. Growth

stocks, as a group, may be out of favor with the market and underperform value stocks or

the overall equity market. The Fund may experience high portfolio turnover in connection

with the rebalancing or adjustment of its Index. The Fund invests in the securities

included in, or representative of, its Index regardless of their investment merit. The

Fund does not attempt to outperform its Index or take defensive positions in declining

markets, and the Index may not perform as intended. Please read the Fund’s prospectus

for specific details regarding the Fund’s risk profile.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

Related Blogs

+ Introducing the WisdomTree Growth & Momentum Fund
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For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Russell 1000 Growth Index     : A measure of the large-cap growth segment of the U.S.

equity universe, selecting from the Russell 1000 Index.

Growth  : Characterized by higher price levels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more

due to their expectations of future improvements in these fundamentals.

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.

O’Neil Growth Index : An index comprised of mid- and large-cap companies that provide

exposure to high growth and momentum U.S. exchange-listed companies.

S&P 500 Health Care Index : Market capitalization weighted measure of the performance

of companies within the S&P 500 Index that are in the health care sector.

Price-to-earnings (P/E) ratio    : Share price divided by earnings per share. Lower

numbers indicate an ability to access greater amounts of earnings per dollar invested.

Valuation  : Refers to metrics that relate financial statistics for equities to their

price levels to determine if certain attributes, such as earnings or dividends, are

cheap or expensive.

Discount : When the price of an ETF is lower than its NAV.

Forward P/E ratio    : Share price divided by compilation of analyst estimates for

earnings-per-share over the coming 12-month period. These are estimates that may be

subject to revision or prove to be incorrect over time.
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