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The $1 trillion plus exchange-traded fund (ETF) industry1 has been one of the fastest-growing segments of the asset
management business, fundamentally changing the way institutional and individual investors alike access new asset
classes and build diversified portfolios. Yet today, the vast majority of the industry’s assets are in passive ETFs—funds
that seek to track an underlying index. Will actively managed ETFs power the next leg of industry growth, or will active
management remain the domain of such traditional investment structures as mutual funds and hedge funds? While most
media stories depict a slow start and uncertain future, I see just the opposite. How can I be so sure? It partly comes down
to definitions. In ETF Land, the Securities and Exchange Commission (SEC) has determined an ETF is considered passive
if it tracks an index. So, the logic follows, an ETF that does not track an underlying index must be active. Consider
WisdomTree’s Currency ETFs —these funds seek to deliver the movement of foreign currency and its income rates
available to U.S. investors. While this may not be what the media and industry pundits were envisioning when they talked
about active ETFs, the fact of the matter is there’s no index for the spot price of the Chinese yuan or the Brazilian real,
and these actively managed ETFs have found a home in many investors’ portfolios. Bending the names and classifications
further, consider the wave of alternative strategy indexes that seek to outperform traditional, market capitalization-
weighted indexes such as the S&P 500. Isn’t that what active managers have been striving to do for decades? In my
opinion, a performance-oriented strategy representing something other than capitalization-weighted market exposure is
active in philosophy, if not SEC designation. By that measure, WisdomTree and several others aim to provide an active
experience for investors in our rules-based equity ETFs. Consider the case of PIMCO, the world’s largest bond investor.
On March 1, 2012, they launched an ETF version of their well-known Total Return Fund run by well-known bond investor
Bill Gross. The move was widely cited as a litmus test for the feasibility and investor appetite for traditional active
management in the ETF wrapper. Only four months later, this active ETF has gathered roughly $1.8 billion in assets
under management. Whether utilizing the active ETF designation to achieve unique exposures outside the world of
indexing, using smart indexes to try to do something fundamentally active such as striving to beat the market, or doing
good old-fashioned stock and bond picking in the investor-friendly ETF wrapper, active ETFs are here already, and we

believe they’re not going away. Find out more about the WisdomTree approach. 1Source: Investment Company Institute,
June 2012.
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You cannot invest directly in an index. Although the WisdomTree Currency ETFs invest in very short-term investment
grade instruments, the funds are not "money market" funds and it is not the objective of the funds to maintain a constant
share price. 
Unlike typical exchange-traded funds, there are no indexes that the Funds attempt to track or replicate. Thus, the ability
of the Funds to achieve its objectives will depends on the effectiveness of the portfolio manager.

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

 

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an “as is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (
www.msci.com)
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 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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