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2021: A YEAR FOR CASH FLOWS
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2020 was the year of story stocks.

Recently dissued IPOs and companies with negative earnings heavily outpaced the broader
market.
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As interest rates rose and the economy accelerated its recovery this year, 1investors
became more focused on near-term cash flows 1in the form of current profits and
dividends. The reversal from market Tleadership to Tlaggards for non-earners and non-
dividend payers was most pronounced in more speculative mid- and small caps.

2021 Index Performance
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Sources: WisdomTrae, FactSet, Russell. 2021 performance measured through 11/30/21. You cannot Invest directly In an Index. Past performance Is not Indi cative
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For definitions of indexes in the chart above, please visit the glossary.
Mid- and Small-Cap Dividends

The WisdomTree U.S. MidCap Dividend Index was a prime beneficiary of this flight to cash
flows. Through December 15, the Index has outperformed the most widely tracked mid-cap
core and value Indexes this year.

Year-to-Date Index Performance
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Sources: WisdomTree, S&P, Russall, CRSF, as of 12/15/21. Index returns are measured by cumulative total returns. You cannot Invest directly In an Index. Past performance Is
not Indicative of future returns.

For definitions of indexes in the chart above, please visit the glossary.

The WwisdomTree U.S. MidCap Dividend Index targets a high-quality basket of dividend
paying mid-caps, giving greater weight to companies paying higher cash dividends. This
investment process typically produces Tower valuation multiples and higher quality
characteristics than market cap-weighted indexes.
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The Index is rebalanced on an annual basis each December, with the most recent rebalance
taking place after the market close on December 14.

wisdomTree U.S. MidCap Dividend Index—Characteristics

Chitsitanitics Pre- Post- Russell

Rebalance | Rebalance |Midcap Value
Size
Weighted Average Market Cap ($bn) $8.37 $9.77 $22.33 $24.58
Median Market Cap ($bn) $6.22 $7.25 $10.28 $10.84
Over $10 billion 33.25% 45.23% 79.41% 82.17%
$2 billion - $10 billion 66.75% 54.77% 20.53% 17.79%
Under $2 billion 0.00% 0.00% 0.06% 0.05%
Valuation & Other Characteristics
Price/Eamings (Trailing) 14.21 13.25 20.99 27.63
Price/Eamings (Forward) 13.32 12.98 17.99 22.33
Price/Book 234 2.41 2.66 3.68
Price/Sales 1.50 1.30 1.64 2.07
Dividend Yield 2.61% 2.44% 1.59% 1.19%
Return on Equity 16.03% 17.01% 11.98% 12.56%
Return on Assets 3.41% 3.36% 2.62% 2.78%
Number of Holdings 301 344 699 827

sources: WisdomTree, Russall, FactSet. Pre-Rebalance fundamentals as of 12/14/21. Pest-Rebalance and benc hmark fundameantals as of 12/15/21. The Index
rebalance occurred after the close on 12/14/2 1. You cannot Invest directly In an Index.

For definitions of terms in the chart above, please visit the glossary.

The WisdomTree U.S. SmallCap Dividend Index has a comparable investment process for the
small-cap universe.

Through December 15, the Index has heavily outperformed the Russell 2000 and CRSP U.S. S
mall cap indexes-both dindexes that skew toward Tlarger market-cap companies—but has
Tagged value indexes tilted toward higher beta companies.

Year-to-Date Index Performance

Headed into 2022, investors are looking to solve for the key risk of elevated valuations
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in both equities and fixed income.

Looking at the valuations of the wisdomTree U.S. SmallCap Dividend Index, this area of

the market may help +investors Tower overall portfolio valuations while also offering
premium dividend income potential.

wisdomTree U.S. SmallcCap Dividend Index—Characteristics

Sector Allocations

The sector allocations changes for the WisdomTree U.S. MidCap Dividend Index at this
year’s rebalance were modest. The Index added over 2% to the Consumer Discretionary
allocation and reduced weight to the Industrials allocation by a similar amount.

wisdomTree U.S. MidCap Dividend Index-Sectors

The wisdomTree U.S. SmallCap Dividend Index added over 3% to the Utilities sector as
several companies moved down from the mid-cap Index. Financials, which gets capped at
25% in both Indexes, had its weight reduced by over 2%.

wisdomTree U.S. SmallcCap Dividend Index-Sectors
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conclusion

with elevated valuations 1in Tlarge-cap U.S. equities, mid- and small-caps Took more
attractively valued for long-term focused investors. And as the Fed is expected to raise
interest rates multiple times in 2022, we may see more of the same in terms of
outperformance of mid- and small-value stocks relative to the unprofitable story stocks
that outperformed in 2020.

In this market environment, dividend payers may be poised to solve for income as well as
generate long-term outperformance.

For investors Tlooking to tap into this thesis, we highlight the wisdomTree U.S. MidCap D
ividend Fund (DON) and the WisdomTree U.S. SmallcCap Dividend Fund (DES).

Performance is historical and does not guarantee future results. current performance may
be Tower or higher than quoted. Investment returns and principal value of an investment
will fluctuate so that an investor’s shares, when redeemed, may be worth more or Iess
than their original cost. Standardized performance for DON 1is available here.
Standardized performance for DES is available here. Performance of less than one year is
cumulative. You cannot invest directly in an index.

wisdomTree shares are bought and sold at market price (not NAV) and are not individually redeemed
from the Fund. Total returns are calculated using the daily 4:00 p.m. net asset value (NAV). Market
price returns reflect the midpoint of the bid/ask spread as of the close of trading on the exchange
where Fund shares are listed. Market price returns do not represent the returns you would receive if
you traded shares at other times.

Important Risks Related to this Article

There are risks associated with investing, including the possible Toss of principal.
Funds focusing their investments on certain sectors and/or smaller companies increase
their vulnerability to any single economic or regulatory development. This may result in
greater share price volatility. Dividends are not guaranteed, and a company currently
paying dividends may cease paying dividends at any time. Please read each Fund’s
prospectus for specific details regarding the Fund’s risk profile.
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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.

Related Funds
+ WisdomTree U.S. SmallCap Dividend Fund

+ WisdomTree U.S. MidCap Dividend Fund

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 1indicative 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 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 idinvestment 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

Initial public offering (IPO) : The first sale of stock by a private company to the
public.

Interest rates : The rate at which interest is paid by a borrower for the use of money.

Dividend : A portion of corporate profits paid out to shareholders.

Mid-Cap : Characterized by exposure to the next 20% of market capitalization (after the

top 70% have been removed) within the value, Blend or Growth style zones with the
majority of the fund’s weight.

small caps : new or relatively young companies that typically have a market
capitalization between $200 million to $2 billion.

Baskets : The composition of an ETF in terms one creation/redemption unit.

valuation : Refers to metrics that relate financial statistics for equities to their

price Tlevels to determine if certain attributes, such as earnings or dividends, are
cheap or expensive.

Quality : Characterized by higher efficiency and profitability. Typical measures include
earnings, return on equity, return on assets, operating profitability as well as others.
This term 1is also related to the Quality Factor, which associates these stock

characteristics with excess returns vs the market over tim.

Rebalance : An index is created by applying a certain set of selection and weighting

rules at a certain frequency. WisdomTree rebalances, or re-applies its rules based
selection and weighting process on an annual basis.

Russell 2000 Index : Measures the performance of the small-cap segment of the U.S.
equity universe. The Russell 2000 1is a subset of the Russell 3000 Index representing
approximately 10% of the +total market capitalization of that 1index. It includes
approximately 2000 of the smallest securities based on a combination of their market cap
and current index membership.

CRSP U.S. sSmall cap Index : Market capitalization-weighted measure of the performance
of small cap equities within the United States.

Beta : A measure of the volatility of a security or a portfolio in comparison to a
benchmark. In general, a beta Tess than 1 indicates that the investment is Tless volatile
than the benchmark, while a beta more than 1 indicates that the investment 1is more

volatile than the benchmark.
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