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The past six months have been eventful for the cloud computing industry.

The coronavirus pandemic has fortified the case for investing in cloud technology, at

both the business and investment portfolio levels.

At the business level, remote work and digitized operations are now viewed as essential

to business continuity for many enterprises.

At the investment portfolio level, the rapid growth of cloud companies and their

potential for further acceleration has attracted attention. Investors recognize cloud

computing as a mainstay technology that is integral and ingrained in the global economy.

We recently rebalanced the WisdomTree Cloud Computing Fund (WCLD), which seeks to track

the price and yield performance, before fees and expenses, of the BVP Nasdaq Emerging Cl

oud Index. The Index follows a rules-based methodology that resets constituents back to

equal weights semi-annually, in February and August.

WCLD has returned 42% since its February rebalance, which nearly coincided with the peak

of the S&P 500 Index.1 Its performance has significantly outpaced benchmarks for tech,

growth and overall U.S. equities by at least 19 percentage points over the same period.2

Past performance is not indicative of future results. You cannot invest directly in an

index. For standardized WCLD performance, please click here.

WCLD’s top performers since February include Fastly (+268%), Zoom Video (+185%), Zscaler

(+148%), DocuSign (+137%) and Wix (+107%).3

Importantly, these companies do not directly compete within the same sub-category of the

cloud industry, demonstrating the wide range in focus of the companies captured in WCLD.
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Despite some of the largest intra-rebalance gains since the BVP Nasdaq Emerging Cloud

Index launched, the Fund’s turnover remained mostly in line with historical levels this

August (17% vs. 16% historical average).4

Heightened interest in the cloud industry along with strong earnings reports in the

first and second quarters of 2020 drove valuations significantly higher from 9.7 times

price-to-trailing sales in February to 13.0 times prior to the August 2020 rebalance.

Notably, the latest rebalance lowered the aggregate price-to-trailing sales ratio of

WCLD by roughly one point to 11.8 times.5

Three additional companies were added to WCLD, all within the Enterprise Management &

Analytics category, although none are direct competitors. Bill.com and Sprout Social,

which focus on financial and media management software, respectively, are recent public

offerings from the end of 2019.6

Meanwhile, SVMK (widely known as SurveyMonkey) recently became eligible for inclusion

after meeting the 15% revenue growth requirement for new additions.

Consistent with historical turnover trends, only one company was removed from the Fund.

J2 Global, a holding company for a variety of services including cloud software, was

removed after the revenue contribution from its cloud business fell below 50% of its

total. For reference, several of the past removals from the BVP Nasdaq Emerging Cloud

Index have been a result of M&A activity.
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For definitions of terms in the tables, please visit our glossary.

With market capitalizations ranging in size from $231 billion (PayPal) to $1 billion

(Domo, enterprise management software), WCLD’s equally weighted composition provides

significant exposure to fast-growing, emerging businesses that are often overlooked or

diluted in market cap-weighted benchmarks.7 In some cases, like with Zoom Video, WCLD has

held companies before they grew in size and popularity, and were added to benchmark inde

xes.

In our view, WCLD’s exposure to rapidly growing, pure-play cloud companies is best

positioned to capture the development of the cloud industry over time. For more

information on WCLD, visit our Fund page: The WisdomTree Cloud Computing Fund.

 

 

1Source: WisdomTree, for the period 2/21/20–8/21/20. WCLD performance at NAV.

2Sources: WisdomTree, Bloomberg. For the period 2/21/20–8/21/20, the Nasdaq 100, S&P 500

and S&P 500 Information Technology indexes returned 22.9%, 2.8% and 19.6%, respectively.

3Sources: WisdomTree, Bloomberg, for the period 2/21/20–8/21/20. As of 8/21/20 (WCLD

rebalance after market close), WCLD held 1.85% of its weight in Fastly, Zoom, Zscaler,

DocuSign and Wix.

4As of 8/21/2020. Historical turnover since the BVP Nasdaq Emerging Cloud Index inception

10/2/18–8/21/20.

5Sources: WisdomTree, FactSet, as of 8/21/20.

6As of 8/21/20 (WCLD rebalance after market close), WCLD held 1.85% of its weight in

Bills.com, Sprout Social and SVMK.

7Sources: WisdomTree, Bloomberg as of 8/21/20.

Important Risks Related to this ArticleImportant Risks Related to this Article

Short term performance may reflect condition that are unsustainable and may notShort term performance may reflect condition that are unsustainable and may not

be achieved in the future.be achieved in the future.

Performance is historical and does not guarantee future results. CurrentPerformance is historical and does not guarantee future results. Current

performance may be lower or higher than quoted. Investment returns and principalperformance may be lower or higher than quoted. Investment returns and principal

value of an investment will fluctuate so that an investor's shares, whenvalue of an investment will fluctuate so that an investor's shares, when
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redeemed, may be worth more or less than their original cost. Performance dataredeemed, may be worth more or less than their original cost. Performance data

for the most recent month-end is available above.for the most recent month-end is available above.

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

Fund invests in cloud computing companies, which are heavily dependent on the Internet

and using a distributed network of servers over the Internet. Cloud computing companies

may have limited product lines, 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 information 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 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.

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 INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

RebalanceRebalance  : 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.

BVP Nasdaq Emerging Cloud IndexBVP Nasdaq Emerging Cloud Index  : designed to track the performance of emerging

public companies primarily involved in providing cloud software to their customers.

Market capitalization-weightingMarket capitalization-weighting  : Market cap = share prices x number of shares

outstanding. Firms with the highest values receive the highest weights in approaches

designed to weight firms by market cap.
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