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COVID-19 has sparked a lot of global innovation and market disruption. A variety of

thematic ETFs have been able to capture publicly traded companies leading the charge,

and investor demand for these products has skyrocketed.

It raises the question: Are thematic ETFs just a fad for the “Robinhood” trader crowds,

or should strategic asset allocators take thematic ETFs seriously?

We believe it’s the latter. Thematic ETFs are here to stay, and investors of all

profiles have noticed.

Thematic ETFs seek to capture investment opportunities in companies or sectors created

by long-term structural trends. Examples include demographic and social shifts such as

diversity, inclusion and equality; disruptive technologies such as cloud computing;

geopolitical changes such as globalization; and environmental pressures such as climate

change.

In the last five years, thematic ETF assets under management (AUM) have grown 25%

annually, well above the 17% rate for total equity assets1. This year is no different—in

fact, the category’s growth has accelerated.

The chart below illustrates how these strategies are carving out a growing niche of the

equity ETF market.

Thematic Assets Under Management (AUM)Thematic Assets Under Management (AUM)

Asset flows have followed. Thematic ETF AUM have increased 40% since the end of 2019,

taking in more than $12.5 billion in assets. Year-to-date net inflows have exceeded any

recent year2.

Thematic Net Flows (AUM)Thematic Net Flows (AUM)
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With strong net inflows, it may be no surprise that many of these strategies have

performed well during the pandemic.

Is the performance sustainable? Are valuations too high?

No one has a crystal ball, but the investment rationale for thematic strategies is

anchored in long-term expectations.

We believe the decision to initiate or add to a thematic position should be more

dependent on the level of conviction and less dependent on accurately timing a market

entry point.

Similarly, we expect positive thematic performance to be driven by emerging structural

shifts, and not reliant on shorter-term cyclical changes or technical signals. As a

result, these strategies differ from traditional broad-based exposures in three ways:

Targeted ExposureTargeted Exposure: Thematic strategies offer targeted exposure to a specific

secular or economic trend with the potential for higher risk-adjusted returns verses

broader-based strategies over the long term.

To High-Conviction IdeasTo High-Conviction Ideas: They enable investors to implement high-conviction

ideas in their portfolios, without requiring single-stock decisions or to dilute the

desired exposure with non-theme-related holdings.

Driven byDriven by  Long-Term Structural ChangesLong-Term Structural Changes: They are forward-looking, carry high

expectations for future growth and impact, and are expected to develop over the long

term.

What are some examples of these innovative and market disruptive strategies?

WisdomTree launched the WisdomTree Cloud Computing Fund (WCLD) and the WisdomTree Growth

Leaders Fund (PLAT)—which are some of our top-performing strategies year-to-date3.

WCLD provides targeted exposure to pure-play cloud computing companies. It was launched

on the long-term conviction that cloud-based technology will become the underlying

connectivity source of our global economy.

We anticipate that the adoption of cloud technology will proliferate across sectors and

geographies. Over time, its adoption will extend far beyond the software market with

innovations that transform non-tech sectors. WCLD can replace or complement growth-

oriented and technology-sector investment strategies.

PLAT provides targeted exposure to companies operating platform-based business models.

These businesses create value by connecting interdependent groups (e.g., Uber connects a

rider with a driver). This, in contrast to traditional businesses creating value through

linear production or supply (e.g., Ford or Hertz produce/buy cars for sale/rent).4

Our expectation is for platforms to disrupt competitive landscapes, and to gain market

share at the expense of traditional, linear businesses—while doing so with better

economies of scale and potential for long-term profitability. PLAT can replace or
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complement both active and passive growth-oriented investment strategies.

With so many disruptive industry categories across the globe, we created a holistic

offering for investors that invests in several themes selected by our Model Portfolio

Investment Committee.

Introducing the WisdomTree Disruptive Growth Model Portfolio, available to financial

professionals as part of our Modern Alpha® ETF Model Portfolio offerings.

The Disruptive Growth Model Portfolio targets structural growth themes driving

innovation and future impact across different industries and segments of society. The

themes and constituent ETFs typically have premium growth projection, as well as seek to

avoid holding overlap among one another. The investment objective is to achieve maximum

long-term capital appreciation.

In addition to cloud-computing and growth leaders using platform-business models, the

WisdomTree Disruptive Growth Model Portfolio provides exposure to four additional

themes:

Online Gaming & EsportsOnline Gaming & Esports. Our exposure targets companies that develop or publish

video games, facilitate the streaming and distribution of video gaming or esports

content, own and operate in competitive esports leagues, or produce hardware used in

video games and esports, including augmented and virtual reality.

CybersecurityCybersecurity. Our exposure targets companies whose principal business is in the

development and management of security protocols preventing intrusion and attacks to

systems, networks, applications, computers and mobile devices.

FintechFintech. Our exposure targets companies leading the innovation in mobile payments,

digital wallets, peer-to-peer lending, blockchain technology and risk

transformation.

GenomicsGenomics. Our exposure targets companies that are expected to substantially benefit

from extending and enhancing the quality of human and other life by incorporating

technological and scientific developments and advancements in genomics into their

business.

Overall, investors have many thematic strategies at their disposal. WisdomTree can help

financial advisors navigate this landscape and access the disruptive themes we believe

deliver premium growth potential. These strategies are commonly used as a complement to

core equity portfolios, often providing exposures with low overlap to other growth- or

technology-focused strategies, or as replacement of individual stock strategies seeking

long-term growth.

We believe thematic ETFs serve a purpose outside the confines of traditional asset

allocation. They identify disruptive trends that manifest over a medium- to long-term

time horizon, and they could potentially help investors, ranging from Robinhood traders

to strategic asset allocators, hedge against transformative forces and position for

long-term growth.

 

 

1Sources: WisdomTree, Bloomberg, as of 9/9/20

2Sources: WisdomTree, Bloomberg, as of 9/9/20

3Source: WisdomTree, for the period 12/31/2019–9/9/2020. The WisdomTree Cloud Computing

Fund and the WisdomTree Growth Leaders Fund returned 61.0% and 33.1%, respectively, at

NAV.

4As of 9/9/20, PLAT held 1.3% of its weight in Uber; PLAT did not hold Ford or Hertz.

Important Risks Related to this ArticleImportant Risks Related to this Article

Past performance is not indicative of future results.

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

The Fund invests in cloud computing companies, which are heavily dependent on the
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Internet and utilizing a distributed network of servers over the Internet. Cloud

computing companies may have limited product lines, markets, financial resources or

personnel and are subject to the risks of changes in business cycles, world economic

growth, technological progress, and government regulation. These companies typically

face intense competition and potentially rapid product obsolescence. Additionally, many

cloud computing companies store sensitive consumer information and could be the target

of cybersecurity attacks and other types of theft, which could have a negative impact on

these companies and the Fund. Securities of cloud computing companies tend to be more

volatile than securities of companies that rely less heavily on technology and,

specifically, on the Internet. Cloud computing companies can typically engage in

significant amounts of spending on research and development, and rapid changes to the

field could have a material adverse effect on a company’s operating results.  The

composition of the Index is heavily dependent on quantitative and qualitative

information and data from one or more third parties and the Index may not perform as

intended.  Please read the Fund's prospectus for specific details regarding the Fund's

risk profile.

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

Foreign investing involves special risks, such as risk of loss from currency fluctuation

or political or economic uncertainty; these risks may be enhanced in emerging, offshore

or frontier markets.  Technology platform companies have significant exposure to

consumers and businesses and a failure to attract and retain a substantial number of

such users to a company’s products, services, content or technology could adversely

affect operating results. Technological changes could require substantial expenditures

by a technology platform company to modify or adapt its products, services, content or

infrastructure. Technology platform companies typically face intense competition and the

development of new products is a complex and uncertain process. Concerns regarding a

company’s products or services that may compromise the privacy of users, or other

cybersecurity concerns, even if unfounded, could damage a company’s reputation and

adversely affect operating results. Many technology platform companies currently operate

under less regulatory scrutiny but there is significant risk that costs associated with

regulatory oversight could increase in the future.  The Fund invests in the securities

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

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

declining markets. The composition of the Index is heavily dependent on quantitative and

qualitative information and data from one or more third parties and the Index may not

perform as intended.  Please read the Fund's prospectus for specific details regarding

the Fund's risk profile.

WisdomTree Model Portfolio information is designed to be used by financial advisors

solely as an educational resource, along with other potential resources advisors may

consider, in providing services to their end clients. WisdomTree’s Model Portfolios and

related content are for information only and are not intended to provide, and should not

be relied on, for tax, legal, accounting, investment or financial planning advice by

WisdomTree, nor should any WisdomTree Model Portfolio information be considered or

relied upon as investment advice or as a recommendation from WisdomTree, including

regarding the use or suitability of any WisdomTree Model Portfolio, any particular

security or any particular strategy. In providing WisdomTree Model Portfolio

information, WisdomTree is not acting and has not agreed to act in an investment

advisory, fiduciary or quasi-fiduciary capacity to any advisor or end client, and has no

responsibility in connection therewith, and is not providing individualized investment

advice to any advisor or end client, including based on or tailored to the circumstance

of any advisor or end client. The Model Portfolio information is provided “as is,”

without warranty of any kind, express or implied. WisdomTree is not responsible for

determining the securities to be purchased, held and/or sold for any advisor or end

client accounts, nor is WisdomTree responsible for determining the suitability or

appropriateness of a Model Portfolio or any securities included therein for any third

party, including end clients. Advisors are solely responsible for making investment
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recommendations and/or decisions with respect to an end client, and should consider the

end client’s individual financial circumstances, investment time frame, risk tolerance

level and investment goals in determining the appropriateness of a particular investment

or strategy, without input from WisdomTree. WisdomTree does not have investment

discretion and does not place trade orders for any end client accounts. Information and

other marketing materials provided to you by WisdomTree concerning a Model Portfolio -

including allocations, performance and other characteristics - may not be indicative of

an end client’s actual experience from investing in one or more of the funds included in

a Model Portfolio. Using an asset allocation strategy does not ensure a profit or

protect against loss, and diversification does not eliminate the risk of experiencing

investment losses. There is no assurance that investing in accordance with a Model

Portfolio’s allocations will provide positive performance over any period. Any content

or information included in or related to a WisdomTree Model Portfolio, including

descriptions, allocations, data, fund details and disclosures are subject to change and

may not be altered by an advisor or other third party in any way.

Genomics and Healthcare sector risks:Genomics and Healthcare sector risks:  The health care sector may be adversely

affected by government regulations and government health care programs, restrictions on

government reimbursements for medical expenses, increases or decreases in the cost of

medical products and services and product liability claims, among other factors. Many

health care companies are heavily dependent on patent protection and intellectual

property rights and the expiration of a patent may adversely affect their profitability.

WisdomTree primarily uses WisdomTree Funds in the Model Portfolios unless there is no

WisdomTree Fund that is consistent with the desired asset allocation or Model Portfolio

strategy. As a result, WisdomTree Model Portfolios are expected to include a substantial

portion of WisdomTree Funds notwithstanding that there may be a similar fund with a

higher rating, lower fees and expenses, or substantially better performance.

Additionally, WisdomTree and its affiliates will indirectly benefit from investments

made based on the Model Portfolios through fees paid by the WisdomTree Funds to

WisdomTree and its affiliates for advisory, administrative and other services.

The WisdomTree Model Portfolio Investment Committee is also sometimes referred to as the

Asset Allocation Committee.

References to specific securities and their issuers are for illustrative purposes only

and are not intended to be, and should not be interpreted as, recommendations to

purchase or sell such securities.

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.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

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

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

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

ValuationValuation  : 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.

Risk-adjusted returnsRisk-adjusted returns  : Returns measured in relation to their own variability. High

returns with a high level of risk indicate a lower probability that actual returns were

close to average returns. High returns with a low level of risk would be more desirable,

as they indicate a higher probability that actual returns were close to average returns.

GrowthGrowth  : 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.

BlockchainBlockchain  : a distributed ledger system in which a record of transactions made in

cryptocurrencies are maintained across computers linked in a peer-to-peer network
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