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Thematic strategies tap into global ‘megatrends’ or, more broadly, ‘themes’ that are changing the world we live in.
Whilst it can be exciting to step outside of traditional frameworks like sectors, countries or factors and into thematics, it
can also make for a more difficult analysis and evaluation process. At WisdomTree, we have developed five building
blocks that create an analytical toolkit upon which investors can begin to learn more about any thematic strategy under
consideration:

1. Clarity of theme
2. Expertise
3. Purity of exposure
4. Differentiation
5. Transparency, investability and discipline

 

We believe that the success of a given thematic strategy depends on its ability to harness the necessary expertise to
identify the companies that, while offering exposure to a theme, stand to benefit the most from the further proliferation
of the theme and are poised to grow with it. ‘Expertise’ is, therefore, arguably one of the most important building blocks
and WisdomTree has applied this ‘expert-driven’ approach to our thematic range. This expertise is fundamental to both
the initial stock selection and subsequent stock weightings. For the former, we focus on proprietary research,
classification or ranking, leveraging human judgment and theme-specific knowledge (in contrast to quantitative and
fundamental selection) to identify companies with exposure to a theme. We view the latter as an extension of the initial
stock selection, meaning the expert was able to take conclusions from the selection process to inform weightings later in
the process.

 

Example: WisdomTree Battery Solutions Index

 

An ‘expert-driven’ approach may appear to be more concrete when one looks at a real-life example. While WisdomTree
has a platform of 7 different thematic funds, each with their own specific expert and methodology, here we make a case
study of the WisdomTree Battery Solutions Index. For our Battery Solutions strategy, WisdomTree partnered with Wood
MacKenzie on the development of an equity strategy to access the battery technology value chain. Previously, investors
had to select specific raw materials, like nickel, through which they would gain exposure to future battery demand. Now,
there is an option where investors can see a diversified array of companies existing across the value chain that supports
innovations in battery technology. The strategy also allocates to companies pursuing the next widespread technology,
even though we may not know much about its commercial potential for years to come. Engaging with expert partners
allows us to develop strategies informed by those closest to the theme.
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Expert partner: Wood Mackenzie, covering roughly 300 companies globally across the entire value chain of battery
and energy storage. This universe includes companies listed locally in China.
Detailed classification: Wood Mackenzie groups each stock first into one of four distinct categories—raw materials,
manufacturing, emerging technology and enablers. Then, they further classify each company into one of 37 distinct
sub sectors.
Rating of sub-sectors and companies: Wood Mackenzie forms a view on each of the 37 sub sectors, looking at the
size of the sub sector (10% importance), the exposure of the sector to energy storage (50% importance) and
forward-looking growth of the sub sector (40% importance). Then, each company is measured in terms of its
revenue exposure to the specific sub sector. For example, a broad-based mining company would be assessed
based on the specific metals that relate to energy storage rather than simply being a mining company.

 

Both the selection and weighting of companies within the WisdomTree Battery Solutions Index are contingent on Wood
Mackenzie’s classifications and measurements of these details, with each company thereby being analysed in its own
bespoke way. This is done every six months.

 

The approach must continually evolve

 

The transformative nature of megatrends or ‘themes’ that makes them so exciting means that strategies must evolve at a
similar rate. Themes are not static, so strategies driven by experts naturally bake-in an attention to changing landscapes
of given megatrends. In our example of the WisdomTree Battery Solutions Index, it is clear that Wood Mackenzie would
update its views every six months and would therefore see those figures reflected in further iterations of the Index
constituents.

 

Each WisdomTree thematic strategy has its own way of ensuring the appropriate level of expertise and a methodology
that seeks to channel that expertise into the best possible execution, in our view, of the specified theme.

 

Related products

+ WisdomTree Battery Solutions UCITS ETF - USD Acc (VOLT/CHRG)

View the online version of this article here.
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https://wisdomtree.eu/~/link.aspx?_id=1CC0D323FFD3412BB0B4BBF614AC6B6B&_z=z
https://www.wisdomtree.eu/en-gb/blog/2022-08-12/battery-solutions-showcasing-the-power-of-expertise-in-thematic-strategies


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 i n jurisdictions outside o f th e EEA: This document ha s 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 For professional professional cl ients cl ients only. only. The The information information contained contained i n i n this this document document i s i s for for your your general informationgeneral information
only and is neither an offer for sale nor a sol icitation of an offer to buy securities or shares. Thisonly and is neither an offer for sale nor a sol icitation of an offer to buy securities or shares. This
document should not be used as the basis for any investment decision. Investments may document should not be used as the basis for any investment decision. Investments may go go up up or or down down inin
value value and and you you may may lose lose some some o r o r a l l  a l l  o f o f the the amount amount invested. invested. Past performance is not necessari ly a guidePast performance is not necessari ly a guide
to future performance. Any decision to invest should be based on the information contained in theto 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.appropriate prospectus and after seeking independent investment, tax and legal 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 indirectly) into the United States.

This document may contain independent market commentary prepared b y 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
i n this document make n o 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 current expectations or beliefs
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.

Any historical performance included in this document may be based on back testing. Back testing is the process of
evaluating a n investment strategy by applying i t t o historical data t o simulate what the performance o f such strategy
would have been. However, 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 a s an
indication of actual or future performance.
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