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This article is relevant to financial professionals who are considering offering Model

Portfolios to their clients. If you are an individual investor interested in WisdomTree

ETF Model Portfolios, please inquire with your financial professional. Not all financial

professionals have access to these Model Portfolios.

Conjunction Junction, what’s your function?

I got “and,” “but,” and “or,”

They’ll get you pretty far…

Conjunction Junction, how’s that function?

I like tying up words and phrases and clauses

(From “Conjunction Junction,” School House Rock, 1973)

Investment Themes for 2021Investment Themes for 2021

As described in a previous blog post, WisdomTree has identified five primary investment 

themes that we believe have a high probability of playing out over the course of 2021

and beyond:

Cyclical rotation back toward small-cap, value and emerging market stocks; 

Emerging markets, both in equity and fixed income; 

A focus on quality and income, both in equity and fixed income; 

Disruptive growth; and 

Reflation (higher-than-expected inflation in the second half of the year) 

In this blog piece, we want to take a deeper look into this last theme—reflationreflation. 

While official inflation indicators, such as the Consumer Price Index and the Personal C

onsumption Expenditures Price Index, are not yet showing any signs of a re-emergence of

inflation, the U.S. bond market is preparing for a potential shift in the pricing

outlook. In our “Inflate-Gate? Don’t Tell That to the Bond Market” blog post a couple of

weeks ago, we highlighted how inflation expectations have been noticeably on the rise th

us far in 2021. 
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In addition, investors have witnessed rising price trends in purchasing managers’

surveys and, perhaps more importantly, in actual commodities. According to data from the

International Monetary Fund, the Global Price Index of All Commodities has experienced a

rather noticeable V-shaped recovery of its own, finishing 2020 at its highest level in

more than two years… And guess what? According to real-time commodity gauges, both futur

es and spot prices have continued this ascending trajectory here into the first two

months of the new year.

Product and Portfolio ImplicationsProduct and Portfolio Implications

As we discussed a few weeks ago, WisdomTree offers a variety of fixed income product

strategies that can help navigate inflation/interest rate risks. Another approach would

be to focus exclusively on the commodity sector. 

WisdomTree recently completed the reorganization of the WisdomTree Continuous Commodity

Index Fund into the WisdomTree Enhanced Commodity Strategy Fund (GCC). The Enhanced

Commodity Strategy Fund is organized under the Investment Company Act of 1940, as

amended, with no Schedule K-1 that provides broad exposure to a diversified basket of

commodities.

GCC emphasizes a diversified nature of commodities compared to the traditional well-

established commodity indexes like the S&P GSCI Index (SPGSCI), which could have as much

as 70%–80% of risk driven by exposure to the energy sector. Our approach maximizes this

diversification with strategic weights roughly balanced between precious metals,

industrial metals, agriculture and energy. In addition, we dynamically manage the

futures contract “rolls” to potentially mitigate the headwinds faced by the more

traditional use of just the front month contract.

Within the WisdomTree Model Portfolios, specifically within the Siegel-WisdomTree Longev

ity Model Portfolio and our Endowment Model Portfolios, we took an explicit gold

position last March, and that trade worked well for us, though gold has stabilized over

the past 2–3 months.
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In addition, the Siegel-WisdomTree Longevity Model Portfolio is, by design, over-weight

in equities versus fixed income. (We try to maximize current income via yield-focused

equities instead of taking on excessive risk in our fixed income allocation.)

Historically, equities have shown to be an effective hedge against modestly rising infla

tion:

In our December Model Portfolio Investment Committee meeting, we made some additional

changes. While maintaining our existing gold position within the Siegel-WisdomTree

Longevity Model Portfolio, we reallocated from our fixed income position into a broader

commodity complex position, specifically GCC. Within our Endowment Model Portfolios, we

reallocated out of gold and into GCC to give us a broader exposure to the global

commodity complex.

ConclusionConclusion
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If we are correct in our views on global economic recovery, a weak dollar and a general

“reflationary” regime in the second half of 2021, we believe WisdomTree has both the

strategies and Model Portfolios to meet your needs and help deliver a differentiated end

client investment experience.

 

Important Risks Related to this ArticleImportant Risks Related to this Article

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

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.

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.

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
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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

Cyclical sectorsCyclical sectors  : Consumer Discretionary, Energy, Industrials, Materials, Financials

and Information Technology sectors.

Small capsSmall caps  : new or relatively young companies that typically have a market

capitalization between $200 million to $2 billion.

ValueValue  : Characterized by lower price levels relative to fundamentals, such as earnings

or dividends. Prices are lower because investors are less certain of the performance of

these fundamentals in the future. This term is also related to the Value Factor, which

associates these stock characteristics with excess returns vs the market over tim.

Emerging marketEmerging market  : Characterized by greater market access and less potential for

operational risks when compared to frontier markets, which leads to a larger base of

potentially eligible investors.

QualityQuality  : Characterized by higher efficiency and profitability. Typical measures include

earnings, return on equity, return on assets, operating profitability as well as others.

This term is also related to the Quality Factor, which associates these stock

characteristics with excess returns vs the market over tim.

ReflationReflation  : The term is used to describe the first phase of economic recovery after a

period of contraction. This period is typically characterized by the act of stimulating

the economy through accommodative central bank policies and reducing taxes, to bring

growth and inflation back up to the long-term trend.

Consumer Price Index (CPI)Consumer Price Index (CPI)  : A measure that examines the weighted average of prices

of a basket of consumer goods and services, such as transportation, food and medical

care. The CPI is calculated by taking price changes for each item in the predetermined

basket of goods and averaging them; the goods are weighted according to their

importance. Changes in CPI are used to assess price changes associated with the cost of

living.

Personal Consumption Expenditure (PCE) Price IndexPersonal Consumption Expenditure (PCE) Price Index  : measure of price changes in

consumer goods and services in the U.S. economy.

Futures priceFutures price  : the price of a futures contract.

Spot priceSpot price  : The current price at which a particular security can be bought or sold at

a specified time and place.

The Investment Company Act of 1940The Investment Company Act of 1940  : An act of Congress which regulates the

organization of investment companies and the activities they engage in, and sets

standards for the investment company industry.

K-1K-1  : A tax document used to report the incomes, losses and dividends of a person’s

interest in an entity.

DiversificationDiversification  : A risk management strategy that mixes a wide variety of investments

within a portfolio.

RollingRolling  : trading out of a security that is close to maturing and into the same or

similar security with a later maturity date.

Front monthFront month  : The nearest expiration date for a futures contract. Contracts that have

later expiration dates than front month contracts are called back month, or 'far month',
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contracts.

YieldYield  : The income return on an investment. Refers to the interest or dividends received

from a security that is typically expressed annually as a percentage of the market or

face value.

HedgeHedge  : Making an investment to reduce the risk of adverse price movements in an asset.

Normally, a hedge consists of taking an offsetting position in a related security, such

as a futures contract.

InflationInflation  : Characterized by rising price levels.
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