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Last week on my podcast, I had the opportunity to dinterview Vinay Nair, a Wharton
professor and co-founder of the firm 55 Capital Partners. Nair’s research sits at the
intersection of macroeconomic and corporate fundamental factors and how they tie into
capital market prices. Tying his academic research-investing science—in with investment
solutions and that work has led him to found 55 Capital.

The genesis of 55 Capital included some of the original founders of the exchange-traded
fund (ETF) 1industry. Lee Kranefuss, who was the original iShares leader when it was part
of Barclays Global Investors, Tinked up with Nair to solve a central problem: there 1is a
Tlarge and growing 1list of ETFs to pick from today, and it is a challenge for -investors
and advisory firms to sort through and assemble diversified portfolios in unique ways.
Bruce Lavine, WisdomTree’s former President and current member of the wisdomTree Board
of Directors, joined the firm to lead its Advisory business.

55 Capital sits at the intersection of active and passive portfolio approaches. Instead
of choosing individual stocks and bonds, they are actively rotating between ETF building
blocks for their portfolios.

Ccurrent Environment: Reflationary Risks Mean Standard 60/40 Portfolios Are Not
sufficient

Turning our discussion to the current market environment, Nair believes—for the first
time in many years—that the market environment is calling for greater attention to the
implications of reflation rather than fears stemming from narratives of deflation.

To Nair, reflationary risk means the standard equity/bond mix 1is no Tonger sufficient.
It has been many years since both equities and bonds have declined at the same time, and
investors have been able to count on the bond part of their portfolio to cushion
declines in equity markets.

But Nair believes this may not be the case any Tonger in a world dominated by
reflationary concerns—and he points to periods during the 1960s and 1970s when bonds
declined by 40%-50% as a reminder that this type of scenario has happened before.

Nair argues that demographics demand a focus on investor withdrawals and drawdowns of
their capital and that getting the maximum diversification possible 1is of prime
importance in today’s world-which is what 55 Capital strives to do with its portfolios.
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some other highlights of our conversation included themes Tike:

e Commodities and how to get exposure to them through equity investments 1in such
countries as Australia and the emerging markets of Brazil and Russia.

e Why 55 capital focuses on forecasting risk, not return, and how that can lead to
better experiences

e Risks in the current market today, what is priced in and what isn’t:

- European political risk seems to Nair to be overly focused on and overestimated
because of Brexit

and Trump

- China debt risk: Nair believes this is flying under the radar

Listen to the entire “Behind the Markets” podcast series here.

Important Risks Related to this Article

Diversification does not eliminate the risk of experiencing investment losses.

Foreign investing involves special risks, such as risk of loss from currency fluctuation
or political or economic uncertainty.

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.
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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 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 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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DEFINITIONS

Fundamentals : Attributes related to a company’s actual operations and production as
opposed to changes in share price.

Active : Funds that attempt to outperform the market by selecting securities a portfolio

manager believe to be the best.

Passive : Indexes that take a rules-based approach with regular rebalancing schedules

that are not changed due to market conditions.

Brexit : an abbreviation of “British exit” that mirrors the term Grexit. It refers to

the possibility that Britain will withdraw from the European Unio.
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