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Financial markets experienced one of their best years in recent history in 2019. All major asset classes had positive 
returns, and, in most cases, double digit returns. Investors might assume that investing in the “market” would’ve 
been the best way to reap the benefits of such an environment. But WisdomTree, through its systematic approach 
of seeking innovative, higher risk-adjusted returns by deviating from traditional market cap weighting, was able to 
exploit certain investment factors (or themes) that outperformed in 2019.

How did we do it? Below are some of the key themes we implement in our strategies that resulted in outperformance.

 1. Focusing on Quality through over-weighting Profitability

   In 2019, the WisdomTree Global Quality Dividend Growth UCITS ETF delivered 33.17% return, 5.50% 
above its benchmark, the MSCI World Index 1. Its European counterpart, the WisdomTree Eurozone Quality 
Dividend Growth UCITS ETF delivered 32.65%, an outperformance of 7.18% over its own benchmark, the 
MSCI EMU Index 2. This  performance placed both ETFs 3 in the top 3% among both active and passive 
Mutual Funds and ETFs in their large-cap blend Morningstar categories 4.

   Those ETFs invest systematically in growing, profitable companies, as proxied by the historical 3 years 
average of the Return on Equity and the Return on Assets, while maintaining valuation discipline. By 
harnessing the quality factor in a systematic way, the ETF delivered steady outperformance over time.

   Where did last year outperformance come from? Over the last year, the highest quintile of quality companies 
(by return on equity) in global developed markets 8 delivered a performance of 39%, outperforming the MSCI 
World by 11.3%, as highlighted in Figure 1. The lower quintile delivered only 21.4%, an underperformance 
of -6.3% versus the MSCI World. The significant over-and under-weights in these categories (in reference to 
the highest quintile in the table below), has allowed it to generate significant excess returns.

   Interestingly enough, WisdomTree Global Quality Dividend Growth UCITS ETF was underweight US in 2019, 
by around 10%, but despite the US outperforming most equity markets in the world, the ETF managed to 
outperform the benchmark by 5.50% through stock selection alone.
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FIGURE 1: 2019 PERFORMANCE ATTRIBUTION OF THE WISDOMTREE GLOBAL QUALITY DIVIDEND 
GROWTH INDEX VERSUS THE MSCI WORLD INDEX

Attribution Weights Group Returns

Allocation Selection Interaction Total WisdomTree MSCI World WisdomTree MSCI World

1st Quintile (Highest ROE) 3.7% 0.3% 0.4% 4.4% 59.8% 26.9% 40.2% 39.0%

2nd Quintile 0.1% -0.1% -0.1% -0.1% 19.5% 21.2% 24.9% 25.0%

3rd Quintile 0.4% 2.0% -0.8% 1.6% 10.3% 16.7% 34.2% 22.6%

4th Quintile 0.7% -0.9% 0.6% 0.3% 4.5% 17.8% 17.8% 22.7%

5th Quintile (Lowest ROE) 0.6% -3.0% 2.6% 0.2% 1.5% 11.1% -2.8% 21.4%

Negative Return -0.2% -0.3% 0.3% -0.2% 0.0% 2.5% 0.9% 32.8%

N/A 0.0% -0.8% 0.3% -0.4% 4.4% 3.9% 2.0% 23.8%

Total 5.3% -2.8% 3.4% 5.8%

Allocation: Positive (or negative) excess return generated when the strategy has overweighed (or underweighted) a benchmark segment. Segment is understood as 
sector, country, group of stocks with similar characteristics

Selection: Positive (or negative) excess return generated by reweighting or adding (removing) stocks from a given segment

Interaction: Residual Excess return when allocation and selection are taken into account

Source: WisdomTree, Bloomberg. Data from 31st December 2018 to 31st December 2019. Historical performance 
is not an indication of future performance and any investments may go down in value. You cannot invest in 
an index. Negative Return category represents companies with negative trailing 12-month net income. N/A 
category represents unavailable Return on Equity data.

 2.  Increasing the yield of traditional benchmarks by shifting exposure across maturity buckets, countries 
and sectors

   The WisdomTree EUR Aggregate Bond Enhanced Yield UCITS ETF (Euro Agg Enhanced) delivered a 9.04% 
return, 3.06% more than its benchmark: the Bloomberg Barclays EUR Aggregate Index 7. The European 
government bond focused strategy, WisdomTree EUR Government Bond Enhanced Yield UCITS ETF (Euro 
Gov Enhanced) delivered a 9.19% return, 2.42% more than its benchmark the Bloomberg Barclays EUR 
Aggregate Treasury Index 6. This very strong performance placed both ETFs in the top 5% among both 
active and passive Mutual Funds and ETFs in their Morningstar categories 7.

   Both ETFs only gain exposure to investment grade bonds but they seek to enhance their yield by shifting 
exposure across sectors, levels of interest rate risk, and credit risk using the universe of bonds available 
within their benchmark. These strategies provide a timely solution considering negative yielding debt hit 
unprecedented levels of over $17 trillion globally in 2019. When traditional market capitalisation weighted 
approaches gain exposure to large portions of this negative yielding debt, our strategies rebalance monthly 
towards higher yielding investment grade bonds while constrained by tracking error, country/sector weight 
limits, duration.

   The ETFs will overweight or underweight certain parts of the yield curve relative to their index for a 
given country or sector to optimise for yield and pre-defined risks monthly. For example, the overweight 
allocation to Italian Government Bonds in the 1 to 5-year maturity buckets was a large contributor to yield 
in December 2019 as was the overweight to Corporate BBB rated Bonds in the 10+ maturity bucket. From 
a performance standpoint, this overweight to Italian government bonds in the 1 to 5-year maturity bucket 
and the underweight to German government bonds in the 10+ maturity bucket were some of the top 
contributors to excess return over the benchmark in the Euro Gov Enhanced strategy for the same period. 
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 3. Leveraging expert knowledge in paradigm shifting technologies

   The WisdomTree Artificial Intelligence UCITS ETF (WTAI) delivered 47.71% over 2019. This is 8.7% more 
than the Nasdaq 100 Data Index, 17.63% more than the Global STOXX Artificial Intelligence Data Index and 
19.39% more than the Nasdaq Yewno Global AI and Big Data Index.

   In some ways, 2019 represented a continuation in markets trends, with a few of the largest firms associated 
with disruptive technologies delivering incredible returns and achieving trillion-dollar market capitalisations. 
To us, however, this represents the emergence of an opportunity. There is little question that “data is the 
new oil”—it represents the fuel companies like Facebook, Amazon, Netflix and Google are using to expand 
their reach and their influence. Currently, the toolkit to help practitioners make sense of massive stores of 
data is Artificial Intelligence (AI), and we see the demand for this toolkit as having the potential to grow 
exponentially in the years to come. 

   WTAI is designed to track the returns of the NASDAQ CTA Artificial Intelligence Index, which utilises a 
tiered approach in order to ensure exposure across much of the AI value chain. Specifically, there are:

   +  Engagers: Companies that are directly selling applications of the AI toolkit to customers 
who can then benefit from using them.

   +  Enablers: Companies that are building the hardware, such as semiconductors and 
sensors, that improve the functionality and capability of the AI experience.

   +  Enhancers: Companies that are large diversified businesses that do many things with AI, 
but for whom selling AI to customers is not their entire business model.

   The approach benefits from the fact that experts in the field at the Consumer Technology Association (CTA) 
are semi-annually reviewing the market to determine if changes need to be made to any of these groups in 
order to ensure the purity of exposure to the AI megatrend. 

   During 2019, the most significant contributing sub industries to the returns of this strategy were 
semiconductors, application software and systems software. In total, these three sub industries comprise 
roughly 75% of the total exposure in the strategy, with semiconductors the clear largest at 40%. This sub 
industry delivered incredible returns during 2019, and while we recognise the inherent cyclicality that it 
may exhibit, we’d also note that currently, AI models need to be trained in very large datasets requiring 
significant computational power. Semiconductor companies provide that power, and CTA is not selecting 
across all semiconductors—it is selecting those that are designing the specific chips that are best positioned 
to drive the future of AI innovation, in their view. 

   What works one year is however not always a good harbinger of the year to come. The increased 
volatility in the markets that we have observed over the last few weeks does mark a strong 
departure from the recent past. We will continue to monitor the above strategies and others during 
2020 keeping you inform of what continues to do well and what does not. 

Unless otherwise stated, all data is from WisdomTree and Bloomberg as of December 31, 2019.

1. Source: WisdomTree. Bloomberg. As of end of December 2019. Returns relative to MSCI World Net Total Return 
Index

2. Source: WisdomTree. Bloomberg. As of end of December 2019. Returns relative to MSCI EMU Net Total Return 
Index

3. Exchange Traded Funds
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4. Source: WisdomTree. Morningstar. As of end of December 2019. The peer group is comprised of USD denominated, 
oldest share class of all mutual funds and ETFs within the Global Equity Large Cap Blend category for WisdomTree 
Global Quality Dividend Growth UCITS ETF and is comprised of oldest share class of all mutual funds and ETFs within 
the Eurozone Equity Large Cap category for WisdomTree Eurozone Quality Dividend Growth UCITS ETF .

5. Source: WisdomTree. Bloomberg. As of end of December 2019. Returns relative to Bloomberg Barclays EUR 
Aggregate Total Return Index

6. Source: WisdomTree. Bloomberg. As of end of December 2019. Returns relative to Bloomberg Barclays EUR 
Aggregate Treasury Total Return Index

7. Source: WisdomTree. Morningstar. As of end of December 2019. The peer group is comprised of the oldest share 
class of all mutual funds and ETFs within the EUR Government Bond category for WisdomTree EUR Government 
Bond Enhanced Yield UCITS ETF and is comprised of the oldest share class of all mutual funds and ETFs within the 
EUR Diversified Bond category plus iShares Core Corporate Bond ETF (EUR) and Xtrackers iBoxx EUR Corp Bond 
ETF for WisdomTree EUR Aggregate Bond Enhanced Yield UCITS ETF.

8. The Universe is companies incorporated and headquartered in the United States and companies incorporated in 
Europe, Israel, Japan, Australia, New Zealand, Hong Kong, Singapore or Canada.
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IMPORTANT INFORMATION 

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.

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.

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.
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The products discussed in this document are issued by WisdomTree Issuer PLC (“WT Issuer”). WT Issuer is an umbrella 
investment company with variable capital having segregated liability between its funds organised under the laws of 
Ireland as a public limited company and authorised by the Central Bank of Ireland (“CBI”). WT Issuer is organised as 
an Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the laws of Ireland and shall issue 
a separate class of shares (“Shares”) representing each fund. Investors should read the prospectus of WT Issuer (“WT 
Prospectus”) before investing and should refer to the section of the WT Prospectus entitled ‘Risk Factors’ for further 
details of risks associated with an investment in the Shares. 

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). 
BARCLAYS® is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used 
under license. Bloomberg or Bloomberg’s licensors, including Barclays, own all proprietary rights in the Bloomberg 
Barclays Indices. Neither Bloomberg nor Barclays is affiliated with WisdomTree Investments Inc, and neither approves, 
endorses, reviews or recommends the WisdomTree EUR Aggregate Bond Enhanced Yield UCITS ETF (the “Fund”). 
Neither Bloomberg nor Barclays guarantees the timeliness, accurateness or completeness of any data or information 
relating to the Bloomberg Barclays Euro Aggregate Enhanced Yield Bond Index (the “Index”), and neither shall be 
liable in any way to WT Issuer, investors in the Fund or other third parties in respect of the use or accuracy of the Index 
or any data included therein. 

Nasdaq® and the Nasdaq CTA Artificial intelligence Index are registered trademarks of Nasdaq, Inc. (which with its 
affiliates is referred to as the “Corporations”) and are licensed for use by WisdomTree Management Limited.  The 
WisdomTree Artificial Intelligence UCITS ETF (the “Fund”) has not been passed on by the Corporations as to its 
legality or suitability. Shares in the Fund are not issued, endorsed, sold, or promoted by the Corporations.  THE 
CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH RESPECT TO THE FUND.

Notice to Investors in Switzerland – Qualified Investors

Some of the sub-funds referred to in this document may not have not been registered with the Swiss Financial Market 
Supervisory Authority (“FINMA”). In Switzerland, such sub-funds that have not been registered with FINMA shall be 
distributed exclusively to qualified investors, as defined in the Swiss Federal Act on Collective Investment Schemes or 
its implementing ordinance (each, as amended from time to time). The representative and paying agent of the sub-
funds in Switzerland is Société Générale Paris, Zurich Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The 
prospectus, the key investor information documents (KIID), the articles of association and the annual and semi-annual 
reports of the sub-funds are available free of charge from the representative and paying agent. As regards distribution 
in Switzerland, the place of jurisdiction and performance is at the registered seat of the representative and paying 
agent.

For Investors in France: The information in this document is intended exclusively for professional investors (as defined 
under the MiFID) investing for their own account and this material may not in any way be distributed to the public. The 
distribution of the Prospectus and the offering, sale and delivery of Shares in other jurisdictions may be restricted by 
law. WT Issuer is a UCITS governed by Irish legislation, and approved by the Financial Regulatory as UCITS compliant 
with European regulations although may not have to comply with the same rules as those applicable to a similar 
product approved in France. The Fund has been registered for marketing in France by the Financial Markets Authority 
(Autorité des Marchés Financiers) and may be distributed to investors in France. Copies of all documents (i.e. the 
Prospectus, the Key Investor Information Document, any supplements or addenda thereto, the latest annual reports 
and the memorandum of incorporation and articles of association) are available in France, free of charge at the French 
centralizing agent, Societe Generale at 29, Boulevard Haussmann, 75009, Paris, France. Any subscription for Shares of 
the Fund will be made on the basis of the terms of the prospectus and any supplements or addenda thereto.
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For Investors in Malta: This document does not constitute or form part of any offer or invitation to the public to 
subscribe for or purchase shares in the Fund and shall not be construed as such and no person other than the person 
to whom this document has been addressed or delivered shall be eligible to subscribe for or purchase shares in the 
Fund. Shares in the Fund will not in any event be marketed to the public in Malta without the prior authorisation of the 
Maltese Financial Services Authority.

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.


