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THE DISRUPTION SONG

Scott welch — chief Investment officer, Model Portfolios
02/22/2021

This article 7s relevant to financial professionals who are considering offering Model
Portfolios to their clients. If you are an individual 7investor interested in wisdomTree
ETF Model Portfolios, please inquire with your financial professional. Not all financial
professionals have access to these Model Portfolios.

Change is on its way now.

Nothing’s staying where it used to be
Can’t you feel things moving?

Never where we’d thought we’d ever be..

Disruption Song. No point in holding
onto old plans. You know they’ve got to go..

Countdown is on

The ground is shifting

Countdown is on

Momentum’s taking us

Countdown is on

The world is tipping

Four, three, two, one.

who knows which way this will play?

(From “The Disruption Song” by Jim Dandy Audio, 2017)
Investment 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:

e Cyclical rotation back toward small-cap, value and emerging market stocks;
e Emerging markets, both in equity and debt;

o Reflation (higher than expected inflation in the second half of the year);
e A focus on guality and income, both in equity and debt; and

e Disruptive growth.

In this blog piece, we want to take a deeper Took 1into this Tlast theme-disruptive
growth. As we’ve written about before, we believe that the COvID-19 pandemic fundamental

1y and perhaps permanently altered the way we work, socialize, take care of and entertai
n ourselves.

wWe believe this has led to certain “thematic” sectors and industries that are showing hu
ge growth trends, and we think these trends will be with us for years to come. These
industries include (but are not Timited to) financial technology, cloud-based computing,
platform-oriented businesses, human genomics, cybersecurity and online gaming and e-
sports.

A favorite chart of mine compares the performance of the S&P 500 Index with and without
the “FAANGM” stocks—Facebook, Apple, Amazon, Netflix, Google (Alphabet) and Microsoft.
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Performance for this group fell off recently as the “work from home” trade faded over
the course of Q4 2020 and these companies faced increased regulatory and political
scrutiny.

But they still represent a significant percentage of the market cap of the S&P 500
Index, and their collective performances have driven most the 1Index’s overall
performance over the past several years:
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It is true that since the announcement of potential COVID-19 vaccines back in early
November, we have seen a cyclical rotation back toward value and (especially) small-cap
stocks, but that does not mean that growth stocks have fallen out of favor—-they just
have not gone up as much as value and small-cap stocks. We interpret that to mean that
the disruptive growth story still has room to run.
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Source: YCharts, data as of 1/28/21. You cannot invest in an index, and past performance
does not guarantee future results.

Model Portfolio Implications

with this growth theme in mind, in mid-2020 we launched the WisdomTree Disruptive Growth
Model Portfolio. Wwe identified six specific sectors and ETFs that focused on
“disruptive” industries and built a diversified portfolio accordingly.

The model includes the following ETFs: the WisdomTree Cloud Computing ETF (WCLD) and the
wisdomTree Growth Leaders ETE (PLAT).l The performances of both these strategies over the
course of 2020 was strong, capitalizing on the various societal changes brought on by

the pandemic. Over a common investment period from September 6, 2019 (WCLD’s 1inception
date)-February 1, 2021, wCLD posted a total return of 74.6% (NAV) and PLAT a total

return of 47.4% (NAV).Z2
Since inception, the performance of the disruptive growth model has been exactly what we

hoped for, outperforming broad market -dindexes (e.g., the MSCI ACWI) and even tech-
oriented indexes (e.g., the NASDAQ 100):
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Source: WisdomTree and FactSet. Data range is from July 31, 2020 (WisdomTree Disruptive Growth ETF Model Portfolio
inception) —January 31, 2021. Model portfolio performance shown is at NAV. Performance is historical and does not
guarantee future results. Current performance may be lower or higher than guoted. Investment returns and principal
value of an investment will fluctuate so that an investor's shares, when sold, may be worth more or less than their
original cost.

The Meodel Portfolio perfermance results shown are theoretical and do not reflect any investor's actual experience with
owning, trading or managing an actual investment. Thus, the performance shown does not reflect the impact that
economic and market factors had or might have had on decision making if actual investor money had been managed and
allocated per the Model Portfolic. Actual performance achieved in seeking to follow the Model Porifolio may differ from
the theoretical performance shown for a number of reasons, including the timing of implementation of trades (including
rebalancing trades to adjust to Model Portfolio changes), market conditions, fees and expenses (e.g., brokerage
commissions, deduction of advisory or other fees or expenses charged by advisors or other third parties to investors,
strategist fees and/or platform fees), contributions, withdrawals, account restrictions, tax consequences, and/or other
factors, any or all of which may lower returns. While Maodel Portfolio performance may have performed better than the
benchmark for some or all periods shown, the performance during any other period may not have, and there is no
assurance that Model Portfolio performance will perform better than the benchmark in the future. Maodel Portfolio
performance calculations assume reinvestment of dividends, are pre-tax and are net of fund expenses.

ETF shares are bought and sold at market price (not NAV) and are not individually redeemable from the Fund. Total
returns are calculated using the daily 4:00 p.m. EST net asset value [MAV). 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. You cannot invest in an index.

Click here for standardized performance.
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Sources: WisdomTree, FactSet. Data range is from 7/31/20-1/31/21. You cannot invest in an index, and past
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In addition, over their common investment period dating back to October 2019, each of
the individual six strategies in the portfolio has shown high double-digit (and in some

cases triple-digit) returns at NAV.3

Equally appealing to us 1is the Tlack of security overlap between the different
allocations. As of December 31, 2020, no two of the current six ETF positions had more
than 17% securities overlap to each other, and most had less than 10%.

This portfolio carries high valuations corresponding to 1its high growth rates, and

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF


https://wisdomtree.com/-/media/23c96bbdf77d408697bc7d19c373288b.ashx
https://wisdomtree.com/blog/glossary#valuation

wWisdomTree BLOG ARTICLE

performance may be volatile, but we believe this Tevel of diversification will help to
generate a more consistent performance while still taking advantage of each dindividual
strategy’s explosive growth.

conclusion

with COVID-19 vaccinations slowly being rolled out and the global economy in what we
believe is the early stages of a steady recovery (not even including what will almost
certainly be another round of massive fiscal stimulus here in the U.S.), we anticipate
that 2021 generally will be a constructive “risk-on” market environment.

'Wwe believe our disruptive growth investment theme will play out well 1in this
environment, as will our corresponding Model Portfolio. It can be allocated to as a
stand-alone equity model or as a complementary “sleeve allocation” in broader portfolios
where advisors are looking to add a Tlittle more “juice” to performance.

Either way, we T1ike how we are positioned to take advantage of what we believe will be
an enduring megatrend in the market. We think we may be singing “The Disruption Song”
for a long time to come.

1rs of December 31, 2020, the wisdomTree ETF PLAT held positions 1in Facebook (6.28%),
Amazon (7.44%), Alphabet (Google) (8.17%) and Microsoft (7.6%), but not in Netflix or
Apple. The wisdomTree ETF WCLD did not hold positions in any of the “FAANGM” stocks.

2pata sources: WisdomTree and Factset, using the Fund Comparison Tool on the Digital
Portfolio Developer on the WisdomTree website: https://www.wisdomtree.com/tools. Access
is limited to registered financial professionals. Past performance does not guarantee
future results. For standardized performances, please go to the quarterly fact sheets
prepared for both of these products and posted to the wisdomTree website.

3past performance does not guarantee future results.

Important 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, 1in 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 WwisdomTree, 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 1is not acting and has not agreed to act 1in 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 1investment
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 1is 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 1is 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 1individual financial circumstances, investment time frame, risk tolerance
Tevel and investment goals in determining the appropriateness of a particular investment
or strategy, without 1input 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
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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 Tloss, and diversification does not eliminate the risk of experiencing investment
Tosses. There 1is no assurance that investing in accordance with a Model Portfolio’s
allocations will provide positive performance over any period. Any content or
information dincluded 1in or related to a wisdomTree Model Portfolio, 1including
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, Tower fees and expenses or substantially better performance.
Additionally, WisdomTree and +its affiliates will idindirectly benefit from -dinvestments
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 dissuers are for illustrative purposes only
and are not intended to be, and should not be interpreted as, recommendations to
purchase or sell such securities.

PLAT: There are risks associated with investing, including possible loss of principal.
Foreign investing involves special risks, such as risk of Toss from currency fluctuation
or political or economic uncertainty; these risks may be enhanced in emerging, offshore
or frontier markets. Technology platform companies have significant exposure to
consumers and businesses, and a failure to attract and retain a substantial number of
such users to a company’s products, services, content or technology could adversely
affect operating results. Technological changes could require substantial expenditures
by a technology platform company to modify or adapt its products, services, content or
infrastructure. Technology platform companies typically face intense competition, and
the development of new products is a complex and uncertain process. Concerns regarding a
company’s products or services that may compromise the privacy of users, or other
cybersecurity concerns, even if unfounded, could damage a company’s reputation and
adversely affect operating results. Many technology platform companies currently operate
under less regulatory scrutiny, but there is significant risk that costs associated with
regulatory oversight could increase in the future. The Fund 1invests in the securities
included in, or representative of, its Index regardless of their investment merit, and
the Fund does not attempt to outperform 1its Index or take defensive positions 1in
declining markets. The composition of the Index is heavily dependent on quantitative and
qualitative information and data from one or more third parties, and the Index may not
perform as intended. Please read the Fund’s prospectus for specific details regarding
the Fund’s risk profile.

WCLD: There are risks associated with investing, including possible Toss of principal.
The Fund dinvests in cloud computing companies, which are heavily dependent on the
Internet and utilizing a distributed network of servers over the Internet. Cloud
computing companies may have Timited product Tines, markets, financial resources or
personnel and are subject to the risks of changes in business cycles, world economic
growth, technological progress and government regulation. These companies typically face
intense competition and potentially rapid product obsolescence. Additionally, many cloud
computing companies store sensitive consumer dinformation and could be the target of
cybersecurity attacks and other types of theft, which could have a negative impact on
these companies and the Fund. Securities of cloud computing companies tend to be more
volatile than securities of companies that rely less heavily on technology and,
specifically, on the Internet. Cloud computing companies can typically engage in
significant amounts of spending on research and development, and rapid changes to the
field could have a material adverse effect on a company’s operating results. The
composition of the 1Index 1is heavily dependent on quantitative and qualitative
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information and data from one or more third parties, and the Index may not perform as
intended. Please read the Fund’s prospectus for specific details regarding the Fund’s
risk profile.

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.

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 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

Cyclical sectors : Consumer Discretionary, Energy, Industrials, Materials, Financials
and Information Technology sectors.

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

_____ i Characterized by greater market access and Tess potential for
operational risks when compared to frontier markets, which leads to a larger base of
potentially eligible investors.

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.

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the
Standard and Poor’s Index Committee designed to represent the performance of the leading
industries in the United States economy.

Market capitalization : Market cap = share prices x number of shares outstanding.
Firms with the highest values receive the highest weights 1in approaches designed to
weight firms by market cap.

Growth : characterized by higher price Tevels relative to fundamentals, such as

dividends or earnings. Price levels are higher because investors are willing to pay more
due to their expectations of future improvements in these fundamentals.

MSCI ACWI Index : A free-float adjusted market capitalization-weighted index that is
designed to measure the equity market performance of developed and emerging markets.

Nasdaq 100 Index : Includes 100 of the largest domestic and international non-financial
companies 1listed on The Nasdaq Stock Market based on market capitalization. The Index
reflects companies across major <industry groups 1including computer hardware and
software, telecommunications, retail/wholesale trade and biotechnology. It does not
contain securities of financial companies, including investment companies.

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

price levels to determine 1if certain attributes, such as earnings or dividends, are
cheap or expensive.

volatility : A measure of the dispersion of actual returns around a particular average

Tevel.&nbsp.
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