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Last week we had the pleasure of speaking with Timothy Reynolds, Senior Portfolio
Manager at Employees Retirement System (ERS) of Texas, on our “Behind the Markets”
podcast.

Reynolds has a unique worldview, as he 1is responsible for the qinternational public
equities team at ERS Texas, a $30 billion pension fund.

ERS Texas manages about 70% of public equities in-house with a philosophy that provides
“core-Tike” exposure to markets, rooted in bottom-up research for companies that deliver
strong revenue and earnings power.

Reynolds’ team currently believes that -international equities are priced to deliver
better forward-looking returns than the U.S. market. He has been early to this
allocation thus far, but he feels it’s even more true now, while the U.S. large-cap grow
th freight train continues to run.

Picking winners Is as Important as Avoiding Losers
Reynolds believes what you don’t do in investing is just as important as what you do.

After discussing this philosophy with Reynolds over five years ago, WisdomTree was
motivated to research the 1impact of state-owned enterprises (SOEs) on emerging market
strategies. SOEs tend to be slower-growth banks and energy companies with a prevalent
government influence, while non-SOEs tend to be more dindependent technology and
consumer-oriented companies.

There is now approximately $1.2 billion allocated to funds that track dindexes that
exclude SOEs, and WisdomTree has Reynolds to thank for our initial work around this
concept.

Reynolds first became 1interested in SOEs when he read a wall Street 3Journal article
showing how Exxon Mobil had $400 billion in revenue with 75,000 global employees while
Petro China had the same amount of revenue with 544,000 employees. This was a sign to
Reynolds that state-owned companies could pursue -interests beyond just maximizing
returns for shareholders 1ike him in Austin, Texas.

Reynolds believes environmental, social and governance (ESG) investing is a trend that
is here to stay, and removing SOEs is one way to improve the governance component. I
would add that ex-SOE strategies also indirectly reflect the “E” in ESG due to the
removal of many large state-owned energy companies.

Reynolds also Tikes being active in emerging markets, and removing SOEs is a way to get
deliberate (systematic) and active tilts without eliminating stocks individually from a
vast universe.

This was a great conversation with an investor whose direct feedback spawned an
important new generation of strategies more than five years ago.

Please Tisten to our full conversation with Timothy Reynolds below.
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For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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 INFORMATION

U.S. 1dinvestors 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 1investments 1in 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 1its
affiliates, nor Foreside Fund Services, LLC, or 1its affiliates provide tax or Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 dinstruments 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 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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

Large-Capitalization (Large-Cap) : A term used by the investment community to refer
to companies with a market capitalization value of more than $10 billion. Large cap is
an abbreviation of the term “large market capitalization”. Market capitalization is
calculated by multiplying the number of a company’s shares outstanding by its stock

price per share.

Growth : Ccharacterized by higher price Tevels relative to fundamentals, such as

dividends or earnings. Price Tlevels are higher because investors are willing to pay more
due to their expectations of future improvements in these fundamentals.

State-owned enterprise : Companies in which governments have a significant ownership
stake and the potential to influence the firms’ actions over time.

ESG : An acronym for environmental, social and governance, ESG standards quantify the

aegrée to which a company 1is socially responsible. &nbsp.

Active : Funds that attempt to outperform the market by selecting securities a portfolio

manager believe to be the best.
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