wWisdomTree BLOG ARTICLE

IT’S “ON THE LINE”

Kevin Flanagan — Head of Fixed Income Strategy
12/02/2020

with the second wave of COVID-19 dominating headlines, it’s natural to wonder what the
economic impact may be this time around as compared to Q2. while partial shutdowns are
occurring and “reopening” phases are being reversed, as yet we have not witnessed the
blanket shutdowns that we saw in the spring. However, that doesn’t mean the U.S. economy
can’t be adversely affected, so let’s take a step back and see where we are as we enter
the final month of 2020 (I heard the cheers when you read that).

After Q3’s record-setting increase of +33.1% in real GDP, there’s no doubt the economy h
ad some momentum to begin the final three months of the year. The concern is whether
that momentum can be sustained, given the second COVID-19 wave. The data has been a bit
of a mixed bag on that front. Consumer spending has continued to provide support, albeit
at a reduced pace. More recently, news reports surrounding Black Friday and Cyber Monday
sales trends have tended to underscore where we are in 2020. According to reports, foot
traffic to physical Tocations appears to have been cut in half, but online (“on the
Tine,” thanks to Vvince Vvaughan in The Internship) sales rose considerably. Can “on the
Tine” purchases offset “floor traffic”? Great question! And with the Christmas shopping
season upon us, we’ll find out pretty quickly as we’re bound to read/hear about updated
sales tallies.

on some other fronts, weekly jobless claims (a Teading indicator) have been on the rise,
and anecdotal data on in-person dining is showing the negative impact from the pandemic
again. But the Purchasing Managers’ Index (PMI) gauge rose to its highest Tevel in five
years 1in November, led by gains 1in manufacturing and, perhaps more -{importantly, the
service sector. Remember, the service sector was the area of the economy hit the hardest
earlier this year.

conclusion

our reasonable case scenario implies that growth will slow during the second half of Q4
and the start of 2021. But according to most early GDP forecasts, it Tlooks Tike a
positive performance is still expected for the final three months of this year. The
Atlanta Fed’s GDPNow measure estimates Q4 real GDP at +11%. While this gauge was a good
indicator for the actual Q3 growth number, it seems too high this time around.

Perhaps the most interesting part of this story is that, based on GDP data, the U.S.
economy could be on the verge of coming all the way back to pre-pandemic numbers much
sooner than expected. Just a few short months ago, this scenario would have been
dismissed out of hand.

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. idinvestors 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)
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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

Gross domestic product (GDP) : The sum total of all goods and services produced
across an economy.

Purchasing Managers’ 1Index (PMI) : An ‘indicator of the economic health of the
manufacturing sector. The PMI is based on five major indicators: new orders, inventory
levels, production, supplier deliveries and the employment environment. A reading above
50 indicates an expansion of the manufacturing sector compared to the previous month;

beTow 50 represents a contraction while 50 indicates no change.
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