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1.

Is the 60/40 still
relevant today?




Equity and Bonds behave differently. Bonds can help when equities suffer
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Source: Bloomberg, WisdomTree. 31st December 2004 to 31st December 2024. Quarterly data in USD. Global equities = MSCI World TR, USD Fixed Income= Bloomberg US Aggregate TR. Historical performance is not an
indication of future performance and any investments may go down in value..
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The origin of the 60/40 Portfolio
A multi-asset portfolio can reduce the impact of market volatility

WISDOMTREF’

The 60 /40 Portfolio

+ The 60/40 portfolio emerged as a response to the need for a balanced
approach to portfolio construction that could provide both capital

appreciation and risk mitigation.

40%
+ The 60/40 portfolio benefits from the fact that equity and bonds behave Bonds

differently across the business cycle leading to low correlation between the 2

assets. 60%

Equities

+ The diversification effect between two assets with low correlation results in

the volatility of the portfolio being reduced.

Illustration Only

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 4



The limits of the 60/40 in today’s world

The risk balance is better but the long term returns are lower

+ Whether saving for retirement or a 9%

future home, investors are typically

looking for strong returns, without 8%
taking on too much risk. g
>
g
. : 2 7%
+ Investing in a 60/40 portfolio does 3
T
lower risks but also lowers returns 2
c
and therefore may not be sufficient < 6%
to create enough growth to fund
investors’ goals.
5%
0.20 0.22

WISDOMTREFE®
Long Term Returns and Sharpe Ratios of Global Assets
Global Equities
L 2 MO/4O Portfolio
4
Sharpe ratio improves
Returns decrease
US Treasury
4
0.24 0.26 0.28 0.30 0.32 0.34 0.36 0.38 0.40
Sharpe Ratio

Source: Morningstar Ibbotson, Bloomberg, WisdomTree. As of 31st January 2025. Monthly data in USD. Analysis started on 31st January 1973. Global equities = MSCI World TR, government Bonds = Bloomberg US
Treasury TR. Historical performance is not an indication of future performance and any investments may go down in value..
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Many asset classes are now available easily to investors. The

W TREE
60/40 does not have space for them ISDOMIREE

The limits of the
60/40 In tOd ay’S + Diversification is the only free lunch in investing
world

+ Nowadays, investors have access to a large range of diversifiers:
* Broad Commodities
= Gold

Real Estate

Infrastructure

Hedge Funds

Alternatives
+ Modern portfolio construction indicates that using many of those would

lead to better overall results but that means creating space for them in the

portfolio

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 6
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2.

An Innovative concept: A
new era of smart portfolio
construction




AQR’s C. Asness’ Thought Experiment

An out-of-the-box solution to the
Portfolio Paradox

C. Asness proposed a solution in "Why Not
100% Equities”.

Asness shows how the use of leverage, when
applied to a traditional 60/40 strategy, could
achieve a similar volatility of the 100% equity

exposure but could help improve the return.

In this analysis, the Levered 60/40 is
composed of 155% exposure to the 60/40
portfolio and the cost of financing is proxied

by the one-month t-bill rate

Foundational results from “Why Not 100%
Equities” — 1926 - 1993

EXHIBIT 3
Effect of Leverage (%)

Compound Standard

Portfolio Return Deviation
100% Stocks 10.3 20.0
100% Bonds 5.6 6.8
60% Stocks, 40% Bonds 8.9 12.9
Levered 60/40 111 20.0

Stocks are represented by the S&P 500. Bonds are represented by
the Ibbotson total return series for long-term corporates. The
60/40 portfolio is a combination of 60% the S&P 500 and 40%
long-term corporates, rebalanced back to 60/40 every month. The
levered 60/40 portfolio invests 155% each month in the 60/40
portfolio, and —55% each month in the one-month T-bill.

Source: The Journal of Portfolio Management. Volume 22 Number 2. Winter 1996

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations, or an invitation or
inducement to trade a particular financial instrument or to engage in an investment activity. There is a substantial risk of loss in trading futures and options.

Past performance is not indicative of future results.

WISDOMTREE®

A diversified portfolio
provides more expected

return per unit of risk

Clifford S. Asness

Founder, Managing Principal

and Chief Investment Officerat
AQR Capital Managementﬂ

nal 60/40 dead? Redefining diversification with Efficient Core solutions |




An Innovative concept
A new era of smart portfolio construction

Better than 100% equities?

The illustrative Strategy would aim to deliver:
+ 90% exposure to large-cap equities

+ 60% to government bond Futures

Many advantages:
+ Enhanced risk-adjusted return while preserving broad exposure
to equities
+ Reduced drawdowns via a government bond futures overlay
+ Improved capital efficiency, allowing for allocations in

alternatives and diversifiers

WISDOMTREE®

A low-fee, Core, equity solution

A core equity exposure offering return enhancement,
improved risk management and diversification potential
compared to a 100% equity portfolio.

A low fee, core equity solution designed to replace

existing core passive or active equity exposures.

A unique and innovative strategy to increase portfolio

efficiency

By delivering equity and bond exposure in a capital-
|

efficient manner, the strategy can free up space in the

portfolio for alternatives and diversifiers.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 9



Illustrative Strategies
3 Key Exposures

WISDOMTREF’

01 02 03

90% Large Cap Equities 60% Government bond Future Contracts 10% Cash Collateral

The strategy would invest in an ESG The strategy would invest in a The strategy would have roughly 10%

diversified basket of large capitalisation diversified basket of government bond exposure in cash, which serves as

companies. futures contracts with maturities collateral for the government bond
ranging from 2 to 30 year. future contracts.

+ Currency weight matches the weight in equity

+ Quarterly rolled

Rebalancing

The strategy is rebalanced on a quarterly basis on the last business day of February, May, August and November.
If Equity or Bond exposure deviates by more than 5% between rebalancing dates, the index will rebalance back to target weights.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 10



WisdomTree lllustrative Strategy P
lllustrative Backtest (without the ESG Filter)
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WisdomTree lllustrative Strategy MSCI World net TR

Total Return (Annualised) 7.0% 6.4%
Standard Deviation (annualised) 15.0% 16.2%
Daily VaR 95% -1.4% -1.6%
Tracking Error (Annualised) 4.2%
Sharpe Ratio 0.33 0.27
Information Ratio 0.14
Beta (ex post) 89.3% 100.0%
Correlation 96.6%

Source: Bloomberg, WisdomTree. From December 1998 to 315t January 2025. Daily data in USD. Backtest Data has been used. Historical performance is not an indication of future performance and any investments

may go down in value.

_Any stock, options or futurgs sym_bols (_1|splayed are for illustrative purposes only and are not mten_ded to portra_y re_oommendgtlons,_or an invitation or _ Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 1
inducement to trade a particular financial instrument or to engage in an investment activity. There is a substantial risk of loss in trading futures and options.

Past performance is not indicative of future results.



Reduced Drawdown in 2001, 2008 and 2020

WISDOMTREFE’

Reduced Historical

Drawdowns are significantly reduced in the main crisis historically, with the exception

Max Drawdown of 2022.

Historical Max Drawdown
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Source: Bloomberg, WisdomTree. From December 1998 to 31st January 2025. Daily data in USD. Backtest Data has been used. Historical performance is not an indication of future performance and any investments
may go down in value.

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations, or an invitation or
inducement to trade a particular financial instrument or to engage in an investment activity. There is a substantial risk of loss in trading futures and options.
Past performance is not indicative of future results.
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Consistent volatility reduction versus Global Equities

WISDOMTREF
12-months rolling historical volatility Reduction
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Source: Bloomberg, WisdomTree. From December 1998 to 31st January 2025. Daily data in USD. Backtest Data has been used. Historical performance is not an indication of future performance and any investments

may go down in value.

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations, or an invitation or
inducement to trade a particular financial instrument or to engage in an investment activity. There is a substantial risk of loss in trading futures and options.
Past performance is not indicative of future results.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions
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In a portfolio: Improving asset allocation .
SDOMTREE
via capital efficiency

A capital efficiency tool

WisdomTree Illustrative Strategy can help free up space Classic 60/40 Portfolio Enhanced 60/40 Portfolio

in portfolios for alternatives and diversifiers.

As an illustrative example, by allocating 10% of a

portfolio to this concept, investors would get 9% 60% s
exposure to Global equities and 6% exposure to
government bond S, freei ng 5% to invest in alternative WisdomTree Illustrative Strategy
Global Equity M Broad Commodities
assets. ' Gold
M Global Fixed Income
B Other Alternatives
Source: Bloomberg, WisdomTree. From December 1998 to January 2025. Daily data in USD.
Historical performance is not an indication of future performance and any investments may go
down in value.
Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray tlin el D R e e i e Gore s s 14

recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment
activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.




Creating Space with this new concept
WISDOMTREFE®
Using this new concept in portfolios creates a big difference between
capital allocation and exposure
+ With 40% capital allocation to WisdomTree lllustrative Strategy, 60%

of equity and bond exposure are created.

+ This creates 20% of space for alternatives and diversifiers.

Capital Allocation
Exposures
B WisdomTree lllustrative Allocation | Equity Commodities
Strategy
N WisdomTree lllustrative Strategy ~ 67% 60% 40%
u Broad Commaodities Broad Commodities 15% 15%
Gold 1% 11%
® Gold Bitcoin 4% 4%
Carbon 3% 3%
Total 100% 60% 40% 29% 4%
Bitcoin
m Carbon

Source: WisdomTree. Illustrative Only

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray
recommendations, or an invitation or inducement to trade a particular financial instrument or to engage in an investment
activity. There is a substantial risk of loss in trading futures and options. Past performance is not indicative of future results.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 15



Illustrative Model Portfolio

WISDOMTREE

1000%
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Portfolio Level

—\WisdomTree Illustrative Strategy ——=MSCI| World net TR Indexx —Bloomberg Global Aggregate TR Index Illustrative 60/40 Portfolio

Bl berg Global te TR
WisdomTree lllustrative Strategy lllustrative 60/40 Portfolio MSCI World net TRIndexx InZZT erg Global Aggregate
Annualised Returns 8.41% 5.42% 6.53% 2.85%
Annualised Volatility 13.06% 10.17% 16.58% 5.60%
Sharpe Ratio 0.49 0.34 0.28 0.16
Max Drawdown -47.3% -39.0% -57.8% -25.7%

Source: Bloomberg, WisdomTree. From January 2002 to 315t January 2025. Daily data in USD. Backtest Data has been used. Historical performance is not an indication of future performance and any investments may
go down in value.

Any stock, options or futures symbols displayed are for illustrative purposes only and are not intended to portray recommendations, or an invitation or
inducement to trade a particular financial instrument or to engage in an investment activity. There is a substantial risk of loss in trading futures and options.
Past performance is not indicative of future results.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 16



In Summary

Benefit from Diversification
without lowering long-term
returns

Ehd

Diversification increases risk-adjusted

returns of the portfolio

Aim for higher returns and
higher Sharpe ratio

10 Uit

2SS

Investing in a levered portfolio with high
Sharpe ratio portfolio allows to benefit
from the diversification without reducing

long-term returns

WISDOMTREE

Improve portfolio
diversification

rO
KNG

Leverage creates capital efficiency which
in turn creates space for diversifiers such
as alternatives, commodities, and crypto

in the portfolio

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions
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WisdomTree.eu
+44 (0) 207 448 4330

Thank you.

For more information, please visit:

WisdomTree.eu/Efficient-Core




Questions

For more information and insights please visit:

wisdomtree.eu
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| wisdomtree.eu/broad-commodities |

Megatrends: | I I , 5
the disruptive forces o E e d I a
shaping our future ‘

The educational guide to Exchange Traded Products (ETPs)
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https://www.wisdomtree.eu/en-gb/strategies/global-quality-dividend-growth
https://www.wisdomtree.eu/en-gb
https://www.wisdomtree.eu/en-gb/strategies/broad-commodities
https://www.wisdomtree.eu/en-gb/strategies/megatrend-etfs
https://www.wisdomtree.eu/en-gb/resource-library/etpedia

Disclaimer (1/2)

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.

This marketing communication has been prepared for professional investors, but the WisdomTree
products set out in this document may be available in some jurisdictions to any investors, subject to
applicable laws and regulations. As the product may not be authorised or its offering may be restricted
in your jurisdiction, it is the responsibility of every person or entity to satisfy themselves as to the full
observance of the laws and regulations of the relevant jurisdiction. Prior to any application investors
are advised to take all necessary legal, regulatory, tax and investment advice on the suitability and
consequences of an investment in the products. 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
toinvest 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

WISDOMTREE

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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Disclaimer (2/2)

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

WISDOMTREE

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.

The Fund is described in a Key Information Document (KID) or Key Investor Information Document (KIID)
for UK investors, and the prospectus of WT Issuer (“WT Prospectus”). A copy of the WT Prospectus and
the KID / KIID is available, for EEA/UK only, in English at www.wisdomtree.eu. Where required under

national rules, the KID will also be available in the local language of the relevant EEA Member State.
Investors should read the 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.

The summary of investor rights associated with an investment in the fund is available in English on
WisdomTree Europe’s website. WisdomTree Management Limited may decide to terminate the
arrangements made for the marketing of its collective investment undertakings. In such circumstances,
shareholders in the affected EEA Member State will be notified of this decision and will be provided with
the opportunity to redeem their shareholding in the fund free of any charges or deductions for at least 30
working days from the date of such notification.

Is the traditional 60/40 dead? Redefining diversification with Efficient Core solutions 21
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