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Equity Tinked Exchange Traded Product (ETP) flows snapped back from their losing streak
in June underscoring the resumption of a risk-on sentiment. ETP flows in June resonated
the famous market adage - “Buy the rumour, sell the fact” in anticipation of a positive
outcome at the G-20 summit which took place at the end of June. In sharp contrast to
May, equity ETP flows outpaced fixed income ETP flows helped by the global equity market
rally. This was largely fuelled by hopes of potential progress in the US-China trade
talks at the G-20 summit coupled with global monetary policy easing. Global 1interest
rates continued to fall with the 10-year US Treasury yields reaching 2.0% (Source:
Bloomberg as on 25 June 2019)while 3Japan and European 10-year yields fell deeper into
negative territory.

Figure 1 - Global equity ETP flows outpace fixed income ETP Flows in June
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Source: Morningstar, WisdomTree as of 30 June 2019. Please note: money market represents ETPs invested in very
Tiquid instruments such as cash, cash equivalent securities and high credit rating debt-based securities with a

sort term maturity of less than 13 months.

Historical performance is not an indication of future performance and any
investments may go down in value.

Precious metals drive commodity ETP flows

Commodity ETPs attracted strong inflows worth US$4.9bn Ted by precious metals. The
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ratcheting up of geopolitical risks between US and Iran took centre stage in 3June
supporting the case for haven assets such as gold. In addition, the dovish bias of the
US Federal Reserve (Fed) coupled with the weaker US dollar (down -1.66%) helped gold
prices climb to a six-year high in 3June. Industrial metal linked ETP flows appeared to
move in 1line with weaker industrial metal prices. Most commodity ETP flows historically
move 1in tandem with the underlying commodity prices. However, energy linked ETPs are
unique, as energy linked ETP flows trade inversely to energy prices. Last month’s strong
gains for energy prices were unable to stem the outflows from energy linked ETPs and we
saw a continuation of 1its historical trend. Organisation of Petroleum Exporting
Countries’ (OPEC’s) decision to maintain the production cuts until Ql 2020 helped drive
energy prices higher last month.

Figure 2 -Precious metals dominate commodity ETP Flows in June
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Source: Morningstar, WisdomTree as of 30 June 2019.

Historical performance is not an indication of future performance and any
investments may go down in value.

Defensive sectors power equity ETP flows

Equity ETPs powered ahead in 3June bolstered by higher inflows into US equity markets.
within the US Tinked equity ETP flows, Targe cap ETP flows outpaced the small caps by a
wide margin. Investors appeared more convinced of US large cap equities benefiting from
the Fed’s easing cycle in comparison to the small caps. Emerging market (EM) equity ETPs
continued to face outflows amid ongoing concerns of the trade war. Interestingly within
EM, China garnered the second highest regional inflow within equity markets. The recent
deterioration of Chinese macro-economic data has raised investors’ hopes on further
monetary & fiscal stimulus by the Chinese government. Unfortunately, European domiciled
equity ETPs witnessed the sharpest outflows in June as Europe’s macro outlook continued
to deteriorate amidst ongoing trade tensions. While the European consumer remains
resilient, manufacturing data continues to weaken denting hopes of further recovery for
Europe.

Figure 3 - US equity markets receive the 1ion’s share of regional equity ETP
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Source: Morningstar, WisdomTree as of 30 June 2019.

Historical performance is not an indication of future performance and any
investments may go down in value.

Equity ETP flows across various sectors added more colour to investor positioning within
equity markets. The highest inflows were driven by real estate, energy and consumer
services sectors underpinning a defensive tilt within the equities. Amidst the current
Tow yielding environment, demand for higher yields from real estate linked ETPs appeared
attractive to investors. In addition, the real estate sector could benefit from the Tow
interest rate outlook in the US. Energy Tinked equity ETP flows moved in tandem with
higher o0il1 prices ushering 1in the second highest 1inflow across sectors. The
communication sector continued to attract inflows while the technology sector suffered
the sharpest outflows within equity sector driven ETP flows.

Figure 4 - Real Estate remains the preferred sector within equity ETP flows

wisdomTree.com * +44 (0) 207 448 4330 WISDOMTREF



WisdomTree INSIGHT ARTICLE

2,500 -
2,000 A
1,500 A

1,000 A II|
.I.I.IIIII T T

-500 4

g

Million (USD)

-l

-1,000 A

-1,500 ~

Technology
Precious Metals
Financials

Industrial

Communication
Healthcare
Resources
Utilities

Energy

Real Estate

Consumer Goods & Services

source: Morningstar, WisdomTree as of 30 June 2019.

Historical performance is not an indication of future performance and any
investments may go down in value.

when Tooking at the global equity ETP flows from a style viewpoint, risk-oriented aka
risk mitigating strategies continued to drive 1inflows amidst the ongoing volatile
backdrop. Investors appeared to allocate within equities with a fine-tooth comb apparent
from the higher inflows into dividend and quality Tinked equity ETPs. Growth continued
to outpace value led equity ETP flows but the gap between them got narrower.

Figure 5 - Momentum linked equity ETPs went on the backburner in June
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source: Morningstar, WisdomTree as of 30 June 2019.

Historical performance is not an indication of future performance and any
investments may go down in value.

Fixed income ETP flows get aggressive

Fixed income ETP flows in the first half of 2019 have now outpaced total fixed income
flows received Tast year. This reveals a broad trend of investors taking shelter from
defensive assets amidst slowing growth dynamics. Interestingly, within fixed 1income,
more aggressive bond exposures such high yield and Emerging Market debt appeared to
garner strong inflows. Meanwhile, more 1interest rate sensitive sectors of the bond
market such as investment grade corporate bonds, mortgage-backed and government bonds
have been popular globally.

we believe fixed income ETP flows could regain its pole position ahead of Equity ETPs.
within commodities, precious metal Tinked ETP flows are also Tikely to gain precedence
as investors seek haven assets. Rate cut driven equity market rallies historically have
been short-Tived. As we embark on the Q2 earnings season, expectation for a slowdown in
US earnings owing to the roll-off of 2018’s tax cuts coupled with trade uncertainty is
Tikely to cap further upside across equity markets. While US domiciled equity ETPs have
led inflows into equity ETPs across regions, we believe weaker US forward earnings per
share guidance in Q2 could derail the impetus of inflows into US equity linked ETPs. 1In
comparison, European domiciled equity ETPs appear poised to reverse its losing streak of
outflows aided by comparatively higher earnings guidance for Q2, dovish monetary policy
and higher dividend yields. within equity ETPs we expect quality and high dividend
yielding stocks to continue to drive inflows as investors navigate a volatile 2019.

Related products
+ Gold: wisdomTree's price forecasts to Q1 2020

+ Global ETP Flows: Fishing for signals in unchartered territory

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 dssued in jurisdictions outside of the EEA: This
document has been issued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree 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. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tegal
advice.

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 or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) dinto the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. 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 Toss arising from any use of this document or its contents.
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