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Investment Case

WisdomTree Carbon

Climate change mitigation is front of mind for
investors, corporates and policymakers alike,
with many seeking to reduce their carbon
footprint and align with the Paris Agreement®.
WisdomTree Carbon (CARB) allows investors to
gain exposure to the performance of carbon
through a fully collateralised exchange-traded
commodity.

Investing in Carbon: European Union Emissions Trading Scheme (EU ETS)

The European Union Emissions Trading Scheme (EU ETS) is the world’s biggest

carbon market and the foundation of the European Union’s (EU) policy to mitigate
climate change and reduce greenhouse gas emissions. The scheme is intended to
support the EU in achieving carbon neutrality in the region by 2050.

In 2022 the EU Emissions Trading System accounted for 87% of the total value of

@ all carbon emission trading systems globally with 9 billion emission allowances
changing hands and a market value of €751bn?. Trading in European Union
Allowances (EUAs) futures is unrivalled in terms of liquidity.

’g Under ETS, a cap exists which limits the amount of greenhouse gases that can be

&‘p‘v emitted by companies each year. A fixed number of carbon emission allowances
are issued each year, with companies required to hold enough allowances to
cover their emissions and ensure they fall under the cap. Price increases in carbon
means it gets more expensive for companies to cover their carbon footprint with
the allowances and incentivises them to invest in pollution abatement technology
which could help drive change faster.

1 The Paris Agreement is a legally binding international treaty on climate change. Its goal is to limit global warming to well below
2 °C (degrees Celsius), preferably to 1.5, compared to pre-industrial levels.

2 Source: Refinitive Carbon Market Year in Review 2022, January 2023. Includes futures but excludes options.
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The Paris Agreement: Putting carbon at the top of the European agenda

Environmental policy in the EU is becoming increasingly ambitious as the Union develops a
roadmap to meet its obligations under the Paris Agreement. As a near-term goal, the European
Commission aims to reduce greenhouse gas emissions by 55% by 2030 from 1990 levels. By 2050
the Union aims to be carbon neutral. The latest round of legislative changes announced in July
2020 will likely:

« Increase the scope of the European carbon market
+ Reduce the supply of allowances to emit carbon

+ Raise the price of allowances and thus help policymakers deliver on their promises to
decarbonise and become emissions net neutral by 2050

Investors in carbon futures can benefit from these trends and inject further liquidity into

these trading instruments. The benefit of higher liquidity is a better price discovery process.
The social cost of an underpriced carbon future is the overproduction of carbon. Therefore,
avoiding an underpriced carbon market with an improved price discovery process is a welcome
development.

The European Commission: “Fit for 55” reaffirming support for the EU Emissions
Trading System

In July 2021 the European Commission released its “Fit for 55” legislation proposal, supporting
its commitment to reduce net greenhouse gas emissions by at least 55% by 2030. In April 2023,
the package was approved by the tripartite (European Commission, Parliament and Council). A
central pillar in this package is the enhancement of the EU Emissions Trading System (ETS). The
system will cover more sectors and tighten the supply of allowances. Ultimately, we believe these
measures will raise the price of carbon - the European Commission’s market signal to companies
to more aggressively reduce greenhouse gas emissions.

How does CARB provide exposure to carbon?

WisdomTree Carbon (CARB) tracks the Solactive Carbon Emission Allowances Rolling Futures
Index, with a fully collateralised swap, providing broad access to this emerging asset class.

The index tracks the performance of the ICE EUA (Intercontinental Exchange Carbon Emission
Allowances) front December futures contracts, the most liquid exchange-traded carbon futures
contract globally?.

3 Refinitive, February 2023.
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CARB as an investment proposition
+ Greater environmental ambitions are likely to drive the price of carbon.

+ Investing in EUA futures can help boost liquidity and help the price discovery process. The
social cost of an underpriced carbon future is the overproduction of carbon.

+ Afront December contract-focused strategy offers the most liquidity and represents the
EUA market the best.

Product Information: WisdomTree Carbon

Ticker Exchange Bloomberg Listing Base Currency

Code Currency
CARB LSE JEOOBP2PWW32  CARBLN usD usD 0.35
CARP LSE JEOOBP2PWW32  CARPLN GBx usD 0.35
CARB Borsa Italiana JEOOBP2PWW32  CARBIM EUR usD 0.35
WCO02 Xetra JEOOBP2PWW32  WCO2 GY EUR usb 0.35
CARB Euronext Paris JEOOBP2PWW32  CARBFP EUR usD 0.35

MER: Management expense ratio.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by
the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United
Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree”
(as applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. Past performance is not a reliable indicator of future
performance. Any historical performance included in this document may be based on

back testing. Back testing is the process of evaluating an investment strategy by applying
it to historical data to simulate what the performance of such strategy would have been.
Back tested performance is purely hypothetical and is provided in this document solely

for informational purposes. Back tested data does not represent actual performance and
should not be interpreted as an indication of actual or future performance. The value of any
investment may be affected by exchange rate movements. Any decision to invest should

be based on the information contained in the appropriate prospectus and after seeking
independent investment, tax and legal advice. These products may not be available in your
market or suitable for you. The content of this document does not constitute investment
advice nor an offer for sale nor a solicitation of an offer to buy any product or make any
investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the
underlying index, less costs, but it is not expected to match that performance precisely. ETPs
involve numerous risks including among others, general market risks relating to the relevant
underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange rate
risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be
construed as, an advertisement or any other step in furtherance of a public offering of shares in
the United States or any province or territory thereof, where none of the issuers or their products
are authorised or registered for distribution and where no prospectus of any of the issuers has
been filed with any securities commission or regulatory authority. No document or information
in this document should be taken, transmitted or distributed (directly or indirectly) into the
United States. None of the issuers, nor any securities issued by them, have been or will be
registered under the United States Securities Act of 1933 or the Investment Company Act of 1940
or qualified under any applicable state securities statutes.
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This document may contain independent market commentary prepared by WisdomTree based
on publicly available information. Although WisdomTree endeavours to ensure the accuracy

of the content in this document, WisdomTree does not warrant or guarantee its accuracy or
correctness. Any third party data providers used to source the information in this document
make no warranties or representation of any kind relating to such data. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may change.
Neither WisdomTree, nor any affiliate, nor any of their respective officers, directors, partners, or
employees accepts any liability whatsoever for any direct or consequential loss arising from any
use of this document or its contents.

This document may contain forward looking statements including statements regarding our
belief or current expectations with regards to the performance of certain assets classes and/or
sectors. Forward looking statements are subject to certain risks, uncertainties and assumptions.
There can be no assurance that such statements will be accurate and actual results could differ
materially from those anticipated in such statements. WisdomTree strongly recommends that
you do not place undue reliance on these forward-looking statements.

Jersey Issuer

The products discussed in this document are issued by WisdomTree Commodity Securities
Limited (the "Issuer"). The Issuer is regulated by the Jersey Financial Services Commission.
Investors should read the prospectus of the Issuer before investing and should refer to the
section of the prospectus entitled ‘Risk Factors’ for further details of risks associated with an
investment in the securities offered by the Issuer.

WisdomTree Commodity Securities Limited

Securities issued by the Issuer are direct, limited recourse obligations of the relevant Issuer alone
and are not obligations of or guaranteed by Citigroup Global Markets Limited (“CGML”), Citigroup
Global Markets Holdings Inc. (“CGMH”), Merrill Lynch International ("MLI"), Bank of America
Corporation ("BAC") or any of their affiliates. Each of CGML, CGMH, MLI and BAC disclaim all and
any liability whether arising in tort, contract or otherwise which they might have in respect of this
document or its contents otherwise arising in connection herewith.

Solactive AG ("Solactive") is the licensor of Solactive Carbon Emission Allowances Rolling Futures
Index (the "Index"). The financial instruments that are based on the Index are not sponsored,
endorsed, promoted or sold by Solactive in any way and Solactive makes no express or implied
representation, guarantee or assurance with regard to: (a) the advisability in investing in the
financial instruments; (b) the quality, accuracy and/or completeness of the Index; and/or (c) the
results obtained or to be obtained by any person or entity from the use of the Index. Solactive
reserves the right to change the methods of calculation or publication with respect to the

Index. Solactive shall not be liable for any damages suffered or incurred as a result of the use (or
inability to use) of the Index.
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For investors in Switzerland - Qualified Investors
This document constitutes an advertisement of the financial product(s) mentioned herein.
In Switzerland, this communication is only targeted at Qualified Investors.

The prospectus and the key investor information documents (KID) are available from
WisdomTree’s website: https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-

regulatory-reports

For Investors in Monaco: This communication is only intended for duly registered banks and/or
licensed portfolio management companies in Monaco. This communication must not be sent to
the public in Monaco.

For Investors in Israel: Offering materials for the offering of the securities have not been filed
with or approved or disapproved by the United States Securities and Exchange Commission or
any other state or federal regulatory authority, nor has any such regulatory authority passed
upon or endorsed the merits of this offering or passed upon the accuracy or completeness of
any offering materials. Any representation to the contrary is unlawful. The products mentioned
herein have not been approved by the Israel Securities Authority and will only be distributed

to Israeli residents in @ manner that will not constitute “an offer to the public” under sections
15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities Law”) or section 25 of the
Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law “), as applicable. The
products are being offered to a limited number of investors (35 investors or fewer during any
given 12 month period) and/or those categories of investors listed in the First Addendum (“the
Addendum?”) to the Securities Law, “Sophisticated Investors”) who in each case have provided
written confirmation that they qualify as Sophisticated Investors, and that they are aware of the
consequences of such designation and agree thereto; in all cases under circumstances that will
fall within the private placement or other exemptions of the Joint Investment Trusts Law, the
Securities Law and any applicable guidelines, pronouncements or rulings issued from time to
time by the Israel Securities Authority.

This prospectus or this document may not be reproduced or used for any other purpose, nor be
furnished to any other person other than those to whom copies have been sent. Any offeree who
purchases a product is purchasing such product for its own benefit and account and not with
the aim or intention of distributing or offering such product to other parties (other than, in the
case of an offeree which is a Sophisticated Investor by virtue of it being a banking corporation,
portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum,
where such offeree is purchasing a product for another party which is a Sophisticated Investor).

For Financial Professional Use Only


https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports 
https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports 

Investment Case

Nothing in this document should be considered investment advice or investment marketing

as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio
Management Law, 5755-1995. Investors are encouraged to seek competent investment
counselling from a locally licensed investment counsel prior to making the investment. A
recipient of this document may be required to provide confirmation that it is a Sophisticated
Investor purchasing a product for its own account or, where applicable, for other Sophisticated
Investors.
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