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In 2017, many risk asset classes saw broad outperformance, while market volatility fell to record lows. Specifically 

within the credit sector, we saw strong performance following improving corporate earnings and the passing of 

a U.S. tax reform bill which introduced corporate tax cuts. Corporate bonds, as represented by the Bloomberg 

Barclays U.S. Corporate Bond Index, returned 6.4% in 2017, whereas the broad U.S. bond market, as represented 

by the Bloomberg Barclays U.S. Aggregate Bond Index, only returned 3.6% in 2017.1

Investors who are overweight government securities may be missing out on these rallies within the credit markets. 

Taking on additional credit risk allows an investor to better participate in the market’s upside, as well as take in more 

income. At the same time, limiting interest rate exposure is important as the Fed is projected to continue raising rates.

The Bloomberg Barclays U.S. Aggregate Bond Index (Agg) is a market cap-weighted Index (it gives more weight to 

entities with more debt) that has long been considered a proxy for the U.S. bond market. The Agg’s components 

often play a large role in the core of investors’ fixed income portfolios. But as the government has been outpacing 

corporations in debt issuance, Treasuries have risen in importance in the Agg, more than doubling since 2002 and 

impacting the very income investors expect. In fact, the Agg currently has roughly 37% exposure to Treasuries, including 

21% maturing in less than five years.2 While there is nothing wrong with holding a position in Treasuries, we wonder if 

investors in exchange-traded funds (ETFs) tracking the Agg (to the tune of over $96 billion) intended to take such large 

positions in Treasuries.

ENHANCING THE YIELD OF THE AGG 

The Bloomberg Barclays U.S. Aggregate Enhanced Yield Index modifies the Agg in order to boost income potential. 

While holding the same securities as the Agg, it gives higher weights to higher yielding bonds. The WisdomTree 

Barclays Yield Enhanced U.S. Aggregate Bond Fund (AGGY) tracks this index. AGGY’s methodology constrains it from 

deviating from the Agg’s exposures too much. For example, the total duration of the Enhanced Yield Index cannot be 

more than one year from the duration of the Agg. In addition, major sector weights cannot deviate more than 20% from 

those of the Agg. The result is a diversified, multisector core bond portfolio that seeks to offer investors higher yields 

than the Agg with similar risk.
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As you can see below, when we compare AGGY’s Index to the Agg:

+  Corporates are given much higher weight in AGGY (not surprising as they historically outyield Treasuries)

+ Treasuries are given much less weight in AGGY

Sectors may not add to 100% due to rounding. Sources: WisdomTree, Bloomberg, as of 3/31/18. Subject to change. You cannot 
invest directly in an index.

AGGY also rebalances monthly toward the higher-yielding securities in an effort to enhance yield. But how do these 

differences translate into performance? Let’s take a look.

Source: Bloomberg, 3/31/18. Past performance is not indicative of future results. Since inception performance is annualized.

AGGY OUTPERFORMED POPULAR ACTIVE AND PASSIVE ETFS 

When we compared AGGY to two popular Agg ETFs, we found that AGGY outperformed:

+  AGG ($55 billion in AUM), the iShares Core U.S. Aggregate Bond ETF that tracks the Agg, by 73 basis points trailing 

1 year and by about 72 basis points since its inception on an annualized basis.

+  BND ($36 billion), the Vanguard Total Bond Market ETF, which tracks a version of the Agg, by 76 basis points trailing 

1 year and by about 71 basis points since its inception on an annualized basis.
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TOTL -0.86% 1.35% 2.01%

BOND -1.28% 1.77% 2.41%
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While AGGY’s yield-weighted methodology has outperformed the market cap-weighted methodologies of AGG 

and BND, it is also interesting to see how its performance stacks up against actively managed bond ETFs. We 

reviewed it against TOTL, the SPDR DoubleLine Total Return Tactical ETF (managed by “bond king” Jeffrey 

Gundlach, known as one of the greatest fixed income investors of our time) and BOND, the PIMCO Total Return 

Active ETF (formerly managed by Bill Gross, another fixed income legend).

Although both TOTL and BOND (about $6 billion combined) represent some of the biggest names in fixed income 

asset management and are the largest actively managed total-return bond ETFs, their performance lags AGGY since its 

inception and year-over-year:

+  TOTL trails AGGY since inception on an annualized basis by roughly 52 basis points and trailing 1 year by 53 basis 

points, while having an expense ratio that is 43 basis points more expensive than AGGY.

+  BOND trails AGGY since inception on an annualized basis by roughly 12 basis points and trailing 1 year by 11 basis 

points, and it too also has an expense ratio that is 43 basis points more expensive than AGGY.

Average Annual Total Returns as of 3/31/18

Market Price Return NAV Return

Inception 
Date

Exp.  
Ratio 1-Year 3-Year 5-Year 10-Year

Since  
Fund 

Inception
1-Year 3-Year 5-Year 10-Year

Since  
Fund 

Inception

WisdomTree Barclays Yield Enhanced 
U.S. Aggregate Bond Fund (AGGY) 7/9/2015 0.12%* 1.82% N/A N/A N/A 2.57% 1.89% N/A N/A N/A 2.52%

Bloomberg Barclays U.S. Aggregate 
Enhanced Yield Index 2.17% N/A N/A N/A 2.76% 2.17% N/A N/A N/A 2.76%

iShares Core U.S. Aggregate Bond 
ETF (AGG) 9/22/2003 0.05%** 1.22% 1.13% 1.74% 3.48% 3.74% 1.16% 1.12% 1.77% 3.50% 3.78%

Vanguard Total Bond Market  
ETF (BND) 4/3/2007 0.07% 1.15% 1.12% 1.73% 3.50% 3.90% 1.12% 1.10% 1.74% 3.56% 3.96%

SPDR DoubleLine Total Return  
Tactical ETF (TOTL) 2/23/2015 0.55%*** 1.10% 1.71% N/A N/A 1.65% 1.35% 1.73% N/A N/A 1.71%

PIMCO Total Return Active  
Exchange-Traded Fund (BOND) 2/29/2012 0.55% 1.85% 1.42% 2.30% N/A 3.98% 1.77% 1.50% 2.32% N/A 3.97%

Periods of less than one year are cumulative. Sources: Bloomberg, iShares, Vanguard, SPDR, PIMCO. Performance is historical and does not guarantee 
future results. Current performance may be lower or higher than quoted. Investment returns and principal value of an investment will fluctuate 
so that an investor’s shares, when redeemed, may be worth more or less than their original cost. Performance data for the most recent month-
end is available at www.wisdomtree.com. Visit each funds’ website for month-end performance figures. WisdomTree shares are bought and sold 
at market price (not NAV) and are not individually redeemed from the Fund. Total returns are calculated using the daily 4:00 p.m. EST net asset value 
(NAV). Market price returns reflect the midpoint of the bid/ask spread as of the close of trading on the exchange where Fund shares are listed. Market 
price returns do not represent the returns you would receive if you traded shares at other times. Index performance does not represent actual fund or 
portfolio performance. A fund or portfolio may differ significantly from the securities included in the index. Index performance assumes reinvestment of 
dividends but does not reflect any management fees, transaction costs or other expenses that would be incurred by a portfolio or fund, or brokerage 
commissions on transactions in fund shares. Such fees, expenses and commissions could reduce returns. *The Net Expense Ratio for AGGY reflects 
a contractual waiver of 0.08% through December 31, 2018. **The Net Expense Ratio for AGG reflects a contractual waiver of 0.01% until 6/30/2021. 
***The Net Expense Ratio for TOTL reflects a contractual waiver of 0.10% until 10/31/2018.

The bottom line? While we agree that active management can be beneficial to investors in harder-to-access asset classes 

like municipal bonds or emerging markets, in the case of core fixed income, AGGY’s monthly rebalanced, yield-weighted 

methodology showed stronger results.
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Investors should carefully consider the investment objectives, risks, charges and expenses of the Funds before investing. To 
obtain a prospectus containing this and other important information for AGGY, please call 866.909.WISE (9473) or visit www.
wisdomtree.com. To obtain a prospectus for AGG, please visit www.ishares.com. To obtain a prospectus for BND, please visit 
www.vanguard.com. To obtain a prospectus for TOTL, please visit www.spdrs.com. To obtain a prospectus for BOND, please 
visit www.pimcoetfs.com. Please read the prospectus carefully before you invest.

There are risks associated with investing, including possible loss of principal. Fixed income investments are subject to interest rate risk; their 
value will normally decline as interest rates rise. Fixed income investments are also subject to credit risk, the risk that the issuer of a bond 
will fail to pay interest and principal in a timely manner or that negative perceptions of the issuer’s ability to make such payments will cause 
the price of that bond to decline. Investing in mortgage- and asset-backed securities involves interest rate, credit, valuation, extension and 
liquidity risks and the risk that payments on the underlying assets are delayed, prepaid, subordinated or defaulted on. Due to the investment 
strategy of the Fund, it may make higher capital gain distributions than other ETFs. Please read the Fund’s prospectus for specific details 
regarding the Fund’s risk profile. WisdomTree Barclays Yield Enhanced U.S. Aggregate Bond Fund (AGGY) seeks to track the price and 
yield performance, before fees and expenses, of the Bloomberg Barclays U.S. Aggregate Enhanced Yield Index. The index is designed 
to broadly capture the U.S. investment-grade, fixed income securities market while seeking to enhance yield within desired risk parameters 
and constraints. Rather than reweight individual securities, the Index uses a rules-based approach to reweight subgroups of the Bloomberg 
Barclays U.S. Aggregate Index with the aim of earning a higher yield while broadly retaining the risk characteristics of the Bloomberg Barclays 
U.S. Aggregate Index. iShares Core U.S. Aggregate Bond ETF (AGG) seeks to track the investment results of an index composed of the 
total U.S. investment-grade bond market. The fund seeks to track the investment results of the Bloomberg Barclays U.S. Aggregate Bond 
Index, which measures the performance of the total U.S. investment-grade bond market. As of December 31, 2015, there were 9,720 issues 
in the underlying index. The underlying index includes investment-grade U.S. Treasury bonds, government-related bonds, corporate bonds, 
mortgage-backed pass-through securities, commercial mortgage-backed securities and asset-backed securities that are publicly offered for 
sale in the United States. Vanguard Total Bond Market ETF (BND) seeks to track the performance of a broad, market-weighted bond index. 
The fund employs an indexing investment approach designed to track the performance of the Bloomberg Barclays U.S. Aggregate Float 
Adjusted Index. This index represents a wide spectrum of public, investment-grade, taxable, fixed income securities in the United States 

--including government, corporate and international dollar-denominated bonds, as well as mortgage-backed and asset-backed securities 
--all with maturities of more than one year. The fund invests by sampling the index, meaning that it holds a broadly diversified collection of 
securities that, in the aggregate, approximates the full index in terms of key risk factors and other characteristics. All of the fund’s investments 
will be selected through the sampling process, and at least 80% of the fund’s assets will be invested in bonds held in the index. The fund 
maintains a dollar-weighted average maturity consistent with that of the index, which generally ranges between 5 and 10 years and, as 
of December 31, 2015, was 8.0 years.SPDR DoubleLine Total Return Tactical ETF (TOTL) seeks to maximize total return. Under normal 
circumstances, the fund invests substantially all of its assets in the State Street DoubleLine Total Return Tactical Portfolio (the “Portfolio”), a 
separate series of the SSGA Master Trust with the identical investment objective as the fund. As a result, the fund invests indirectly through 
the Portfolio. Under normal circumstances, DoubleLine Capital LP will invest at least 80% of the Portfolio’s net assets in a portfolio of fixed 
income securities of any credit quality. PIMCO Total Return Active Exchange-Traded Fund (BOND) is a diversified portfolio of high-quality 
bonds that is actively managed in an effort to maximize return in a risk-managed framework. BOND invests primarily in investment-grade 
debt securities and discloses all portfolio holdings on a daily basis. The average portfolio duration normally varies within two years (plus 
or minus) of the benchmark Bloomberg Barclays U.S. Aggregate Bond Index. The fund offers a core bond strategy that is designed to 
capitalize on opportunities across multiple sectors of the fixed income market.
WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only. Foreside Fund Services, LLC, is not affiliated with the other entities mentioned.
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At WisdomTree, we do things differently. We build our ETFs with propriety methodlogies, smart  

structures and/or uncommon access to provide investors with the potential for income, performance,  

diversification and more.

For more information on AGGY,  

contact your WisdomTree representative or visit WisdomTree.com


