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Introducing Europe’s first California Carbon
Allowance exchange-traded product.

California has an ambitious decarbonising goal: to reduce emissions by 85 percent below 1990
levels, no later than 2045. Its Cap-and-Trade market, that uses California Carbon Allowances
(CCA), is a key policy tool to achieve this goal. The 2022 Scoping Plan for Achieving Carbon
Neutrality lays out a path to cut emissions aggressively and CCAs will play a larger role in the
policy toolkit than ever before.

2045 This should be price
The next leg of the journey is more positive for California
difficult: reducing emissions by 85% Carbon Allowances.

vs 1990 levels is going to be an uphill
struggle and will rely on California Carbon
Cap-and-Trade markets to deliver more.

2030

The new Scoping Plan (December
2022) requires an emission
reduction of 48% by 2030, relative to '
1990 levels. That has been increased
from 40% previously.

2020

In 2020, California more

than comfortably reached '
its goal of bringing
emissions at, or lower, than
1990 levels.

2013

In 2013, when the California
Carbon Cap-and-Trade
market was launched,
emissions were only 1%
higher than the 2020 target.

Source: WisdomTree, California Air Resources Board, California Greenhouse Gas Emissions for 2000 to 2020 (26/10/2022) and
December 152022 press release on completion of Scoping Plan.
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California gets serious

California reached its goal of reducing green-house gas (GHG) emissions to 1990 levels by

2020. That was relatively easy. CCAs, one of the many policy tools, barely saw its price rise
above the structural floor price (5% increase per year above California’s inflation rate) in the
process. In essence, other tools were doing more of the heavy-lifting and the low hanging-fruit,
decarbonising electricity production, was quickly picked. But to meet future goals, the harder-
to-decarbonise sectors such as transportation and buildings need to see visible progress. These
sectors are covered by California’s Cap-and-Trade market. It’s time for CCAs to provide the
necessary price incentives to decarbonise more sectors. To deliver on the results, California’s
tools will be sharpened. The 2022 Scoping Plan does precisely that. Instead of skirting along the
price floor, CCAs are likely to rise substantially.

The European Union provides a great example of what happens when policy makers get serious.
European Union Allowance (EUA) prices traded below €10/tonne between February 2011 and
February 2018, and then rose to €20/tonne by end 2018, €40/tonne by 2020, €80/tonne by 2021.
What happened in 20187 The European Commission proposed a mechanism to absorb excess
supply of allowances (which came into force in 2019). Although price caps may not allow CCAs to
deliver as potent a price gain as we saw in EUAs, trading to the cap could be compelling.

Bringing access to a coveted asset

The CCA market has been one of the fastest growing and is the second most liquid carbon
allowance market globally. In 2022, CCA futures traded around $1.7 billion per month*. Following
the success of WisdomTree Carbon (CARB), an exchange-traded product (ETP) providing exposure
to European Union Allowances (EUAs), and as a global leader in commodity ETPs, WisdomTree
seeks to further democratise global carbon markets by providing access to the CCA market

in a structure suitable for European investors. We lean on the strengths demonstrated in the
design of our existing products in this offering. Tracking a synthetic rolling futures index means
that investors do not need to worry about the inferior liquidity of a spot market or the holding
limits imposed by the regulators. Our transparent index, managed by a third party and a swap
arrangement with over-collateralisation offers investors a robust and time-tested structure with
strong credit protection.

! Source: Bank of America, based on the prompt December CCA futures contracts traded in 2022.
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A low correlation asset

CCAs have a low correlation with every major asset class (Fig 1). Even with EUAs, its correlation is
only 0.23 (see sources under Fig 1). To put that in context, the correlation between S&P 500 and
MSCI Europe - two equity indices - is about 0.74 (over same time frame and source as Fig 1).

For two carbon markets to be so uncorrelated with each other and the other assets speaks
volumes about their potential as a portfolio diversifier.

Bonds Broad
Commodities

CCA

EUA

S&P

MSCI ACWI

MSCI Europe

Bonds

Broad
Commodities

Each number above represents the correlation between two assets (read the column/row
intersection). A perfect positive correlation is 1 and a perfect negative correlation is -1. CCA=
Solactive California Carbon Rolling Futures TR Index; Solactive Carbon Emission Allowances
Rolling Futures TR Index; S&P = S&P 500 Total Return Index; MSCI ACWI = MSCI All Country

World Index (includes developed and developing countries); Broad Commodity = Bloomberg
Commodity Total Return index; MSCI Europe = MSCI Europe Total Return; Global Aggregate Bond
= Bloomberg Global Aggregate Index TR Index. Weekly returns from 02/01/2015 to 03/03/2023,
based in unhedged dollar terms.

Source: WisdomTree, Bloomberg, Includes backtested data. Solactive California Carbon Rolling
Futures TR Index live date is 14/12/2022 and backtest has been calculated inhouse. Solactive
Carbon Emission Allowances Rolling Futures TR Index live date is 03/08/2021. You cannot invest
directly in an index. Historical performance is not an indication of future performance and any
investments may go down in value.
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Inflation protection

Baked into the floor price for auctions is an adjustment for California inflation plus 5%. So,
investors looking to hedge against inflation may find CCAs an attractive tool.

Conclusions

+ Investors looking to the be part of California’s decarbonisation journey, which will get
increasingly more difficult, should look to CCAs. Prices will have to rise to deliver on the
results.

+ Our time-tested robust UCITS eligible structure provides a gateway for investors to access this
coveted, but difficult to access asset class.

+ If diversification is a goal, there are few assets with correlations as low as those in the carbon
markets.

Product Information: WisdomTree California Carbon

Exchange BBG Code Listing Base
Currency Currency
WCCA LSE JEOOBNGSLN89  WCCALN usD usb 0.49
WCCP LSE JEOOBNGSLN89  WCCP LN GBx usD 0.49
WCCA Xetra JEOOBNGSLN89  WCCAGY EUR usD 0.49
WCCA Borsa JEOOBNGSLN89  WCCAIM EUR usD 0.49
Italiana

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.

The products discussed in this document are issued by WisdomTree Commaodity 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.

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 the Solactive California Carbon Rolling Futures ER
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
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 a
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).
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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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