
WHAT THE WORLD NEEDS NOW IS
INCOME, SWEET INCOME
Scott Welch — Chief Investment Officer, Model Portfolios

06/15/2020

This article is relevant to financial professionals who are considering offering asset allocation model portfolios to their
clients. If you are an individual investor interested in WisdomTree ETF model portfolios, please inquire with your
financial professional. Not all financial professionals have access to these model portfolios.

What the world needs now is love, sweet love
It's the only thing that there's just too little of

What the world needs now is love, sweet love,
No, not just for some but for everyone.

(From “What the World Needs Now,” written by Burt Bacharach and Hal David, performed by Dionne Warwick, 1965)

From a global pandemic perspective, we could easily substitute Vaccines, Sweet Vaccines into this blog title and it would
be as relevant. But this is an investment blog.

If you have read the blogs of my WisdomTree colleague Kevin Flanagan, or listened to the weekly Market Volatility Upda
te series of conference calls conducted by Wharton Professor and WisdomTree Special Advisor Dr. Jeremy Siegel, you
know that we are of the opinion that interest rates are going to be low for a long time. Which is not to suggest they will
not go up from their current levels (we think they will, at least nominally), but we think relatively low real rates will be
with us for quite a while.

This has profound implications on the ability of a traditional 60/40 (60% equity/40% fixed income) portfolio to generate
current income. At the same time, our national demographics are evolving—we are getting older as a nation—and a
large majority of investors face a retirement that could be longer than they anticipated. Even a “normalized” rise in
interest rates would not be sufficient to fund retirement without a higher contribution from equities (either through yield
or capital appreciation) in most portfolios.

Consider this recent comparison between the yield on the S&P 500 index and the 10-Year U.S. Treasury:
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This difference between the yield on the S&P 500 and the 10-Year U.S. Treasury is both unusual and the highest it has
been in more than 40 years:

 

Advisors can attempt to enhance income by taking on greater duration or credit risk, but that may not be optimal if they
view the fixed income allocation as the “safe” portion of the portfolio.

In the face of this anticipated lower-for-longer interest rate regime, WisdomTree manages three yield-focused model
portfolios. The models attempt to generate enhanced current income by way of equities and other asset classes, while
respecting the hedging aspect of the fixed income portfolio.

The first is the WisdomTree Global Dividend Model, which is a globally diversified all-equity portfolio designed to
maximize current dividend yield while managing risk. 

The second is the WisdomTree Global Multi-Asset Income Model, which attempts to maximize income while
managing risk by using equities, income strategies and other less traditional sources of current income (e.g., preferreds,
MLPs, and option-based strategies).

Finally, we offer our newly launched Siegel-WisdomTree Longevity Model, developed in close collaboration with
Wharton Professor Dr. Jeremy Siegel. It was designed explicitly as an attempt to “build a better mousetrap” than the tra
ditional 60/40 portfolio with respect to current income generation and an improved longevity risk profile by allocating
more heavily to yield-focused equities. 

As a reminder, all WisdomTree model portfolios are diversified by asset class, risk factor and sector, are open
architecture (i.e., they include both WisdomTree and third-party investment strategies), and charge no portfolio strategist
fee.

In closing, we believe we have entered a new market regime, one marked by increased volatility, potentially lower equity
and bond market returns, and lower interest rates. In this new environment, what the world needs now are solutions that
can help solve specific advisor objectives and pain points.

WisdomTree’s outcome-focused model portfolios are designed to do exactly that, and no, not just for some, but for
everyone.

 

 

Important Risks Re lated to th is Art ic le   

There are risks associated with investing, including the possible loss of principal. Diversification does not eliminate the
risk of experiencing investment losses. Using an asset allocation strategy does not assure a profit or protect against loss.

This material does not constitute any specific legal, tax or accounting advice. Please consult with qualified professionals
for this type of advice. This material is not intended to be a recommendation or advice by WisdomTree. WisdomTree
does not undertake to provide impartial investment advice or give advice in a fiduciary capacity. Further, WisdomTree
receives revenue in the form of advisory fees for our exchange-traded funds, and WisdomTree is also entitled to receive a
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fee from certain model platform providers for licensing model portfolios.

WisdomTree Asset Management, Inc., is an investment advisor registered with the Securities Exchange Commission, and
a wholly owned subsidiary of WisdomTree Investments, Inc.

For financial professionals: In the event that you subscribe to receive a WisdomTree Model Portfolio, you will receive
investment ideas from WisdomTree in the form of a model portfolio. The information is designed to be utilized by you
solely as a resource, along with other potential sources you consider, in providing advisory services to your clients.
WisdomTree’s Model Portfolios are not intended to constitute investment advice or investment recommendations from
WisdomTree. WisdomTree is not responsible for determining the securities to be purchased, held and/or sold for your
clients’ accounts, nor is WisdomTree responsible for determining the suitability or appropriateness of a model portfolio
or any securities included therein for any of your clients. WisdomTree does not have investment discretion and does not
place trade orders for any of your clients’ accounts. Information and other marketing materials provided to you by
WisdomTree concerning a model portfolio—including holdings, performance and other characteristics—may not be
indicative of your client’s actual experience from investing in one or more of the funds included in the model portfolio.
The model portfolios, allocations and data are subject to change.

For end users: WisdomTree’s Model Portfolios are not intended to constitute investment advice or investment
recommendations from WisdomTree. Your investment advisor may or may not implement WisdomTree’s Model
Portfolios in your account. WisdomTree is not responsible for determining the suitability or appropriateness of a strategy
based on WisdomTree’s Model Portfolios. WisdomTree does not have investment discretion and does not place trade
orders for your account. This material has been created by WisdomTree, and the information included herein has not
been verified by your investment advisor and may differ from information provided by your investment advisor. The
model portfolios, allocations and data are subject to change.

Jeremy Siegel serves as Senior Investment Strategy Adviser to WisdomTree Investments, Inc., and its subsidiary,
WisdomTree Asset Management (“WTAM” or “WisdomTree”), and serves on the Asset Allocation Committee of
WisdomTree, which develops and rebalances WisdomTree’s model portfolios. In serving as a consultant to WisdomTree
in such roles, Mr. Siegel is not attempting to meet the objectives of any person, does not express opinions as to the
investment merits of any particular securities, and is not undertaking to provide and does not provide any individualized
or personalized advice attuned or tailored to the concerns of any person.

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)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 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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DEFINITIONS

Interest rates  : The rate at which interest is paid by a borrower for the use of money.

Yield  : The income return on an investment. Refers to the interest or dividends received from a security that is typically
expressed annually as a percentage of the market or face value.

10- Year Treasury  : a debt obligation of the U.S. government with an original maturity of ten years.

Duration  : A measure of a bond’s sensitivity to changes in interest rates. The weighted average accounts for the various
durations of the bonds purchased as well as the proportion of the total government bond portfolio that they make up.

Credit risk  : The risk that a borrower will not meet their contractual obligations in conjunction with an investment.

Risk  : Also standard deviation, which measures the spread of actual returns around an average return during a specific
period. Higher risk indicates greater potential for returns to be farther away from this average.

Volatility  : A measure of the dispersion of actual returns around a particular average level.&nbsp.
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