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welcome to our ETF Insights blog series. Whether you are a seasoned investor refining
your strategy or a novice seeking foundational knowledge, this series aims to deliver
valuable insights and practical guidance.

In this dnstallment, we examine the «critical 1importance of understanding the
constituents of an ETF-the -dindividual assets that make up the fund. Knowing these
components 1is essential for making informed 1investment decisions, managing risk and
optimizing your investment portfolio.

what Are ETF Constituents?
ETF constituents are the individual securities—-such as stocks, bonds or other assets-—

that the ETF holds. These underlying assets determine the ETF’s performance, risk
profile and overall behavior in different market conditions.

why Is Knowing ETF Constituents Important?

Understanding the constituents of an ETF helps 1investors evaluate the risk profile of
the fund. By examining the underlying assets, one can:

o Identify Sector Concentrations: An ETF heavily weighted in a particular sector
may be more vulnerable to sector-specific risks. Knowing the constituents allows one
to assess this concentration.

e Evaluate Geographical Exposure: For international ETFs, knowing the country
allocation helps 1in understanding the geopolitical and economic risks associated
with different regions.

e Determine Individual Security Risks: Some ETFs may hold a few dominant
securities. Recognizing these can help assess the risk 1if those particular
securities underperform.

Ensuring Alignment with Investment Goals

Different investors have different objectives, such as income generation, growth or
capital preservation. Knowing the constituents allows one to:

e Match Strategy with Goals: For example, if an investor is seeking income, an ETF
with high dividend-paying stocks would be more suitable. Conversely, a growth-
oriented investor might prefer an ETF with a focus on technology stocks.

e Understand Performance Drivers: By knowing the constituents, the investor can
better understand what drives the ETF’s performance and how it aligns with the
investment thesis.

Evaluating Diversification Benefits
ETFs are often praised for their diversification benefits, but this can vary
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significantly based on the constituents:

e Avoid overlap: If the dinvestor owns multiple ETFs, checking the constituents can
help avoid overexposure to the same securities, ensuring true diversification.

e Balance across Asset Classes: Understanding the mix of asset classes within an
ETF can help in constructing a well-balanced portfolio.

Responding to Market Changes

Market conditions can affect different securities in various ways. By understanding the
constituents, the investor can:

e Anticipate volatility: Knowing the individual assets helps in predicting how the
ETF might respond to market volatility.

e Make Informed Adjustments: 1In times of market stress or economic shifts,
understanding the constituents allows you to make timely and informed adjustments to
your holdings.

Practical Steps to Understand ETF Constituents

1. Review the ETF Fact Sheet and Prospectus: These documents provide detailed
information on the ETF’s holdings, 1including the weightings of -dindividual
securities, sector allocations and geographical distribution.

2. Use Financial Analysis Tools: wisdomTree offers a fund comparison tool to anal

yze ETF constituents, providing insights into the underlying assets and comparison
of fund performance.

conclusion

Understanding the constituents of an ETF is a fundamental aspect of informed investing.
It enables investors to assess risks, align investments with goals, evaluate
diversification, analyze costs and respond proactively to market changes. By taking the
time to delve 1into the details of ETF holdings, 1investors can make more strategic
decisions and optimize their investment outcomes.

Stay tuned for our next blog post 1in the ETF 1Insights blog series, where we will
continue to explore key aspects of ETF 1investing to help you achieve your financial
goals.

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.

Related Blogs

+ Navigating Capital Gains: A Tax-Smart Approach with ETFs
+ Unpacking ETFs: Five Fundamental Questions Answered

+ Harvesting Losses into a Field of Opportunity

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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