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No stock has been hotter in this artificial intelligence (AI) cycle than Nvidia, which

recently eclipsed a market capitalization of $2 trillion.

Whether it can continue at this pace is a much more difficult question. We scoured a

universe of thematic equity exchange-traded funds (ETFs) listed in the U.S. market and

found a number with more than 10% exposure to this single name.1

If you’re evaluating these ETFs, which tend to be theme-based, there may be some options

for exposure to those themes with more diversification.

Three Strategies with Weight of 10% or More in Nvidia

We found three strategies with greater than 10% weight to Nvidia as of March 1, 2024:

The VanEck Semiconductor ETF (SMH) is a strategy that seeks to replicate as closely

as possible, before fees and expenses, the price and yield performance of the MVIS

US Listed Semiconductor 25 Index, which is intended to track the overall performance

of companies involved in semiconductor production and equipment.

The iShares Semiconductor ETF (SOXX) seeks to track the investment results of the

NYSE Semiconductor Index, which is composed of U.S.-listed equities in the

semiconductor sector.

The Global X Robotics & Artificial Intelligence ETF (BOTZ) seeks to invest in

companies that potentially stand to benefit from increased adoption and utilization

of robotics and AI, including those involved with industrial robotics and

automation, non-industrial robots and autonomous vehicles. The ETF seeks to provide

investment results that correspond generally to the price and yield performance,

before fees and expenses, of the Indxx Global Robotics & Artificial Intelligence

Thematic Index.

We compare these strategies—associated with AI as a catalyst—to the WisdomTree Artificia

l Intelligence and Innovation Fund (WTAI). 

WTAI is tracking an index designed to consider a more full-ecosystem exposure to AI as

opposed to concentrating on a specific area. Sometimes the market’s performance will

favor concentrating on a particular position, like Nvidia, and sometimes it favors

diversifying more broadly.

Figure 1 provides, by showing the top 10 positions in each fund, a sense of the

concentration in the single Nvidia position as well as within the overall top 10.

A higher figure indicates that more of the overall strategy performance is being driven

by the names seen in this figure as opposed to the rest of the strategy’s holdings.

Figure 1: Comparison of Top 10 Holdings

WisdomTree BLOG ARTICLE

WisdomTree.com   1-866-909-WISE (9473)

https://wisdomtree.com/blog/glossary#artificial-intelligence
https://wisdomtree.com/blog/glossary#market-capitalization
https://wisdomtree.com/#_ftn1
https://www.vaneck.com/us/en/investments/semiconductor-etf-smh/overview/
https://www.ishares.com/us/products/239705/ishares-phlx-semiconductor-etf
https://www.globalxetfs.com/funds/botz/
https://wisdomtree.com/~/link.aspx?_id=DAB6394C30CD4AE689ADB3943042E57E&_z=z
https://wisdomtree.com/~/link.aspx?_id=DAB6394C30CD4AE689ADB3943042E57E&_z=z


For current WTAI Fund holdings, please click here. Holdings are subject to risk

and change.

Quantifying the Performance Wave

Nvidia’s share price after the launch of ChatGPT in November 2022 has been historic.

Investors that we speak to are often nervous because they are simply not sure how long

it can continue, particularly if they are initiating positions at present in 2024. We

all recognize that a stock with a $2 trillion market capitalization can drop by 25% and

still be worth $1.5 trillion—a very big number.

WTAI, SMH, SOXX and BOTZ all had different exposures to Nvidia in figure 1—figures 2a, b

and c showcase differences in performance across these four strategies.

In figure 2a, we see the standardized performance as of year-end 2023, where it is

clear that SMH and SOXX had the stronger returns in 2023, at least relative to

WTAI and BOTZ. Recall that SMH and SOXX can be thought of as “semiconductors,”

whereas WTAI and BOTZ—in their own distinct ways—are seeking to be “broader AI.”

In figure 2b, we see that WTAI and BOTZ had a downdraft from roughly the end of June

2023 through the end of October 2023, and it was this downturn that was the primary

driver of their underperformance relative to SMH and SOXX. All four of the

strategies rallied during November and December 2023.

In figure 2c, we can see that the reign of Nvidia continued, and it continued to be

better to simply focus on semiconductors as opposed to broader AI, at least if we

are using performance to judge the result. SMH had the biggest exposure to Nvidia

and it did the best. It is notable that BOTZ had the second-biggest exposure to

Nvidia, but due to the broader exposure across robotics it was pulled down below the

return of SOXX over this period, roughly the first two months of 2024. WTAI, with

the broadest focus of the four funds, lagged.

Figure 2a: Standardized Returns
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For the most recent month-end and standardized performance and to download the          

respective Fund prospectuses, click the relevant ticker: WTAI, SMH, SOXX and BOT

Z.

Figure 2b: The 2023 Year (12/31/22–12/31/23)

For the most recent month-end and standardized performance and to download the          

respective Fund prospectuses, click the relevant ticker: WTAI, SMH, SOXX and BOT

Z.

Figure 2c: The First Two Months of 2024 (12/31/23–3/1/24)
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For the most recent month-end and standardized performance and to download the          

respective Fund prospectuses, click the relevant ticker: WTAI, SMH, SOXX and BOT

Z.

Conclusion: $2 Trillion Is a Rather Big Number for a Firm’s Market          

Capitalization

While we can agree there is not necessarily an upper limit that defines how big any firm

can be by way of market capitalization, execution takes time. Even if Nvidia’s revenues

and profits march upwards, the share price incorporates a mix of those fundamentals

alongside the hopes and dreams and aspirations of the broader crowd.

Those aspirations and ultimately expectations can get ahead of reality, and it’s

possible the share price will have to pause and let the execution and fundamentals catch

up. The environment of the continual upward adjustments to the size of the AI

accelerator chip market will eventually change, and the growth will eventually slow.

We remind investors that AI, the theme, has been marching forward for decades, even if

the combination of social media and smartphones put the headlines into the palms of our

hands every minute of every day today, and the advent of processing power and cheap data

storage allow for greater and greater breakthroughs.

If you cannot predict where the hype might go next, we advocate a more holistic, broad

ecosystem approach, like WTAI, such that there is a greater chance of capturing that

next big AI topic.

Figure 3: Important Further Information about the Funds Mentioned
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If you are interested in diving more into the comparison of these Funds, please check

out our Fund Comparison Tool.

 

 

1 Source: WisdomTree’s thematic universe is a monthly report available here that includes

measures of all U.S. listed thematic equity funds.

Important Risks Related to this Article

For current Fund holdings, please click here. Holdings are subject to risk and change.

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

Fund invests in companies primarily involved in the investment theme of artificial

intelligence (AI) and innovation. Companies engaged in AI typically face intense

competition and potentially rapid product obsolescence. These companies are also heavily

dependent on intellectual property rights and may be adversely affected by loss or

impairment of those rights. Additionally, AI companies typically invest significant

amounts of spending on research and development, and there is no guarantee that the

products or services produced by these companies will be successful. Companies that are

capitalizing on innovation and developing technologies to displace older technologies or

create new markets may not be successful. 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 governed by an Index Committee and the Index

may not perform as intended. Please read the Fund’s prospectus for specific details

regarding the Fund’s risk profile.

For the top 10 holdings of WTAI please visit the Fund's fund detail page at https://www.

wisdomtree.com/investments/etfs/megatrends/wtai

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
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this blog.

Related Blogs

+ Riding the AI Revolution—Part 2

+ Nvidia: We Are Watching History

Related Funds

+ WisdomTree Artificial Intelligence and Innovation Fund

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

Artificial intelligence : machine analysis and decision-making.

Market Capitalization   : Market cap = share prices x number of shares outstanding.

Firms with the highest values receive the highest weights in approaches designed to

weight firms by market cap.

Semiconductor  : A semiconductor is a material product usually comprised of silicon,

which conducts electricity more than an insulator, such as glass, but less than a pure

conductor, such as copper or aluminum. Their conductivity and other properties can be

altered with the introduction of impurities, called doping, to meet the specific needs

of the electronic component in which it resides.
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