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To coincide with the launch of our newest Fund, the WisdomTree Global Corporate Bond

Fund (GLCB), WisdomTree’s Chief Investment Strategist, Luciano Siracusano, sat down with

the Fund’s Portfolio Manager, Ryan Brist of Western Asset Management, to discuss the

Fund’s investment approach and how Western manages credit portfolios.   Q: Let’s talk a

little bit about the global corporate bond space. Why should investors consider

taking an active approach in the global corporate bond space? A: Many indexes out

there are very U.S. based and, historically, the U.S. bond market is the most developed

bond market in the world. But what we’ve seen in the last five to seven years is that a

growing number of non-U.S. companies are issuing bonds in both U.S. dollars and foreign

currencies. And so, the breadth of the market has expanded dramatically and has created

a lot of opportunities for our team. Western manages over $460 billion in assets as a

firm globally, with eight offices around the world. We have people, research analysts

and research team members on the ground that can visit these companies and management

teams on a regular basis.   Q: Why should people consider using an active manager

inside of an ETF to get global bond exposure? A: The simple answer is that our team

believes we can outperform these indexes over time. Think about it. There are more than

5,000 securities in the Index, and we’re going to initiate the portfolio with about 60

different names. So we are going to have real, active diversification versus a broad-

based benchmark. And I think that’s a real benefit for clients over time. Additionally,

as a bond manager, we think all the time about limiting downside losses and protecting

principal for our clients. And that’s paramount in the active management of a well-

diversified bond portfolio.   Q: How will the Fund invest in these securities       

compared to the existing benchmarks?     A: The Fund’s process starts with a top-down

approach led by Western’s Chief Investment Officer, Steve Walsh, at the broad strategy

committee meeting we hold once a week. The team debates and discusses longer-term views

such as opinions on curve and duration or asset allocation. If someone thinks corporates

are cheap versus mortgages, they need to prove it in that setting. So it’s a longer-

term, top-down view. The second component to the process is the global credit committee.

Their job is to debate and discuss where, within credit, we’re finding the best values.

Is it in developed markets or emerging markets? In high-grade bonds or high-yield bonds?

We also debate and discuss sector allocation, for example banks versus

telecommunications. So, we’re really trying to hone in on where within the asset class—

and where around the world—we are finding those best values.   Q: In terms of managing

risk, are there any particular risks that investors should be concerned about in

2013? A: Well, every article in the Wall Street Journal lately seems to focus on rising

interest rates around the globe or in the United States. So this is a real concern.

Investors should know that this is a very intermediate-based portfolio. The Fund targets

a duration of about 5.5 to 6 years. We do have the ability to move around that, but

we’re probably going to stay right in that intermediate part of the curve. Additionally,

when you invest in corporate bonds globally, you’re dealing with something called

default risk, where companies can go out of business. So we do our best to protect

against default risk, or loss of principal in portfolios. We spend our days mitigating

default risk, and we continue to think about the risk of rising rates in bond portfolios

for 2013. We have a pretty stringent sell discipline and a general willingness to avoid
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participation at times that we believe can help mitigate risks in bond portfolios over

time.     Listen to the full podcast now.        Watch our Chief Investment  

Strategist, Luciano Siracusano, discuss global corporate bonds on TheStreet.          

For standardized performance for GLCB, click here. Western Asset Management manages over

$460 billion in assets as of 1/28/13.

Important Risks Related to this Article

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

investing involves special risks, such as risk of loss from currency fluctuation or

political or economic uncertainty. Investments in emerging, offshore or frontier markets

are generally less liquid and less efficient than investments in developed markets and

are subject to additional risks, such as risks of adverse governmental regulation and

intervention or political developments. Derivative investments can be volatile, and

these investments may be less liquid than other securities, and more sensitive to the

effects of varied economic conditions. Fixed income investments are subject to interest

rate risk; their value will normally decline as interest rates rise. In addition, when

interest rates fall, income may decline. Fixed income investments are also subject to

credit risk, the risk that the issuer of a bond will fail to pay interest and principal

in a timely manner, or that negative perceptions of the issuer’s ability to make such

payments will cause the price of that bond to decline. Unlike typical exchange-traded

funds, there is no index that the Fund attempts to track or replicate. Thus, the ability

of the Fund to achieve its objective will depend on the effectiveness of the portfolio

manager. Due to the investment strategy of this Fund, it may make higher capital gain

distributions than other ETFs. Please read the Fund’s prospectus for specific details

regarding the Fund’s risk profile. Diversification does not eliminate the risk of

experiencing investment losses. ALPS Distributors, Inc., is not affiliated with Western

Asset Management Company, sub-advisor for the Fund.

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

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. 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

Curve  : Refers to the yield curve. Positioning on the yield curve is important to

investors, especially during non-parallel shifts.

Duration : A measure of a bond’s sensitivity to changes in interest rates. The weighted

average accounts for the various durations of the bonds purchased as well as the

proportion of the total government bond portfolio that they make up.

WisdomTree BLOG ARTICLE

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


	ACTIVE MANAGEMENT OF GLOBAL CORPORATE BONDS

