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Thematic strategies offer investors exposure to companies that will be the driving force

behind the structural shifts shaping our future, be it the energy transition in our

fight against climate change or the generative AI revolution fuelled by the release of

ChatGPT. The associated growth potential created by those structural shifts is one of

the key value propositions of thematic investing.

 

By choosing to invest in a multi-thematic strategy instead of single theme strategies,

investors can benefit from a simplified investment experience, deferring decisions

around theme selection, capital allocation between themes, and individual stock

selection. Multi-thematic strategies can therefore offer a one-stop solution to

participate in long-term equity growth across different megatrends as they develop.

 

WisdomTree is a leading thematic exchange-traded fund (ETF) provider with deep thematic

research expertise. Since 2018, we have developed world class research around the

construction of single thematic strategies and thematic portfolios. We have also

launched multiple successful, expert-driven thematic strategies. All this research has

culminated in a unique multi-thematic ETF called the WisdomTree Megatrends UCITS ETF (WM

GT). With its unique investment approach, WMGT offers investors an opportunity to invest

in the world’s future.

 

WisdomTree Megatrends UCITS ETF: A one-stop solution to capture the world's         

future growth potential

 

WMGT tracks the WisdomTree Global Megatrends Equity Index. The strategy relies on an

expert-driven, top-down portfolio construction approach. This allows control of the

balance between diversification and increased exposure to high-growth stocks. The ETF

can therefore benefit from three layers of alpha generation.

 

The Strategic Thematic Asset Allocation

The first layer provides investors with a curated exposure to the most promising themes

at a given point in time, whilst maximising diversification between themes.

Once every April around 15 themes are selected based on qualitative and quantitative

indicators, focusing on 3 main criteria:
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Conviction: high-conviction themes have greater market size, growth potential and

investable universes.

Diversification potential : themes are assessed through a combination of

hierarchical clustering calculated on the excess returns (vs. global equity

benchmark) of each of the themes to assess their diversification potential. The

portfolio of themes aims to maximise diversification.

Alignment with the UN Sustainable Development Goals (SDGs)       : themes are

assessed by looking at the proportion of revenues aligned to the different SDGs for

all the stocks in each theme. Themes with differentiated SDG exposure and higher

revenue exposure to SDGs are prioritised.

The 3 relevant megatrends are weighted on rebalancing as follows:

50% for Technological Shifts

40% for Environmental Pressures

10% for Demographic and Social Shifts

The themes are then equally weighted within each megatrend.

 

Tactical Thematic Asset Allocation

The second layer allows the strategy to lean in and overweight themes when a combination

of positive factors creates a virtuous cycle for a given theme. This was the case for

Cloud during COVID in 2020, or AI in 2023. Each theme’s weight in the portfolio would

depend on the different themes’ absolute and relative strengths.

In effect, the tactical allocation is based every quarter on a proprietary momentum

score calculated independently for each theme. Depending on the momentum scores, the

weighting of each theme is modified by a multiplier ranging from 0.5 to 1.5. The final

weight of each theme at the quarterly rebalancing is its strategic weight multiplied by

the theme’s tactical multiplier.

 

Thematic Stock Selection

The third layer brings together different theme experts to pick the most relevant and

up-and-coming companies for each theme. It aims to create a diversified portfolio of

stocks that best represent each theme, its underlying story, and its long-term growth

potential. The objective is to ensure the portfolio invests in the future winner for

each selected theme while maintaining liquidity and tradability.

The portfolio for each theme is built independently so that each theme basket is a

diversified portfolio of expert-picked, pure-play, up-and-coming companies that are

highly relevant to the theme.

The final step in the process aims to apply momentum at stock level to reduce the number

of stocks in the portfolio and increase its timeliness. Every quarter, at the end of the

process, the portfolio is reduced to around 600 stocks by removing those with the lowest

momentum in each theme basket. The process is applied so that the weight of the

different themes remains unchanged.

 

A closer look at the WisdomTree Global Megatrends equity strategy

 

The portfolio currently holds 593 stocks. However, this is a portfolio design for growth

aiming to exhibit low overlap with classic market cap indices. The overlap with the MSCI
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All Country World Index is only 15.3% as of 30 November 2023.

 

Figure 1 shows that the strategy invest 17% in small caps and 28.6% in mid caps while

market cap weighted indices, like the MSCI AC World, have a very high proportion of

large caps.

 

Figure 1: WisdomTree Global Megatrends equity strategy – portfolio distribution

by company size

 

Source: WisdomTree, Factset. As of 30 November 2023. Small caps have a market cap below $2billion; large caps’

market cap are above $10 billion. Historical performance is not an indication of future performance and        

any investments may go down in value.

 

Looking specifically at the biggest companies in the world, they represent 18.7% of the

MSCI All Country World. In our strategy, they only represent 3.1% with Nvidia being the

bulk of it. This easily demonstrates that the strategy is focused on small and mid-sized

companies with high growth potential and pure play exposure to the different megatrends

that can change our world.

 

Figure 2: WisdomTree Global Megatrends equity strategy - low overlap with key          

megacaps

 
 MSCI AC World  

Index 

 WisdomTree Global Megatrends  

Equity Index 

 Apple Inc.  4.6%  0.1% 

 Microsoft Corporation  4.2%  0.1% 

 Amazon.com, Inc.  2.1%  0.1% 

 NVIDIA Corporation  1.8%  2.4% 

 Alphabet Inc. Class A  1.2%  0.1% 

 Meta Platforms Inc. Class

A 
 1.1%  0.1% 

 Alphabet Inc. Class C  1.1%  0.0% 

 Tesla, Inc.  1.1%  0.1% 

 UnitedHealth Group

Incorporated 
 0.8%  0.3% 

 Eli Lilly and Company  0.7%  0.1% 

 Total   18.7%   3.1% 

Source: WisdomTree, Factset. As of 30 November 2023. Historical performance is not an indication of future

performance and any investments may go down in value.

 

The portfolio that results from this process is highly geared toward high-growth stocks.
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The portfolio’s estimated long-term growth is 17.1% versus only 11% for the MSCI AC

World. This comes at the expense of more expensive stocks as would be expected.

 

Figure 3: WisdomTree Global Megatrends equity strategy - key fundamentals

 

Source: WisdomTree, Factset. As of 30 November 2023. Historical performance is not an indication of future

performance and any investments may go down in value.

 

Sector-wise the portfolio tilts toward Information and Technology, of course. But it is

still diversified across sectors. Country-wise the portfolio is invested around the

world, in developed and emerging markets.

 

Figure 4: WisdomTree Global Megatrends equity strategy – sector and country         

weights

Source: WisdomTree, Factset. As of 30 November 2023.Historical performance is not an indication of future      

performance and any investments may go down in value.

 

Key takeaways
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WMGT offers a unique approach that allows investors to get access to long-term growth

through a curated portfolio of themes and expert-driven stock selection. Investors also

benefit from tactical allocation to the different themes over time to adapt to current

market environments. The WisdomTree Megatrends UCITS ETF is a strong alternative to

other multi-thematic strategies or traditional growth funds as it delivers exposure to a

diversified basket of growing, up-and-coming companies instead of established tech

megacaps.

 

Figure 5: WisdomTree Global Megatrends Equity strategy – current theme        

allocation

 

Source: WisdomTree, Factset. As of 30 November 2023.

 

Related Products

+ WisdomTree Megatrends UCITS ETF - USD Acc (WMGT)

 

Related Blogs

+ Overwhelmed by choice? Opt for a multi-thematic approach

+ Entering or exiting thematic strategies based solely on valuations could be a trap

+ Why a diversified approach to thematics could boost performance

View the online version of this article here.
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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.

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.

WisdomTree INSIGHT ARTICLE

WisdomTree.com   +44 (0) 207 448 4330



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.

WisdomTree Issuer ICAV

The products discussed in this document are issued by WisdomTree Issuer ICAV (“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 an Irish

Collective Asset-management Vehicle 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.

Notice to Investors in Switzerland – Qualified Investors

This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus and the key investor information documents (KIID) are available from

WisdomTree’s website: https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-

regulatory-reports

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,
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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.

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.

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.
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