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In this installment of our Retirement 101 blog series, we’ll talk about why exchange-traded funds, or ETFs, may have
been slow to appear in 401(k) plans. ETFs offer a number of benefits that can make them extremely attractive to investors
—and well-suited for 401(k) plans in particular. One such feature is the low fees and no sales loads. While this may not
seem like a big deal, even a 1% difference in fees can have a significant impact on portfolio balance over time.
Additionally, ETFs offer transparency, diversification and other elements. So, why was the 401(k) industry so slow in
adopting them? There are a number of reasons. Consider the following:      • Some of the very features that make ETFs
attractive to investors made them unattractive to record-keepers.      As we discussed, many ETFs have low fees. While
this can be a benefit for plan sponsors and their      participants, in the past it was a drawback to record-keepers, as ETFs
do not offer revenue sharing.      • When markets are doing well, people and institutions follow the “if it ain’t broke, don’t
fix it” philosophy.      Mutual funds were the 401(k) investment vehicle of choice for many years, and most people thought
there      was no reason to change that. But as markets unwound in 2007-2008—and as the industry started focusing
     increasingly on fee disclosure and other issues—record-keepers and custodians have become more interested      in
ETFs due to their lower fees and transparency of holdings.      • Since ETFs trade like stocks, fractional share purchases
were an issue, but this has mostly been solved with      executional parties. Today, ETFs are much more readily available
in 401(k) plans. And it’s no wonder. ETFs can offer a number of potential benefits that can make them extremely effective
in helping participants reach their retirement goals:      • Diversification in one investment and broad asset class coverage
     • Low fees and no sales loads ensure more of the investment goes to work for your future      • Daily transparency of

holdings, so you always know what you own      • Tax efficiency 1      • Intraday liquidity ETFs come in every style and
asset class in the investment rainbow. They can help participants generate income, achieve long-term growth and gain
more complete diversification. And today, more participants are gaining the chance to benefit from the many
advantages ETFs offer. For more information about ETFs or 401(k) plans, please visit our Retirement 101 blog series. In
the next installment, we’ll help you understand many of the features your 401(k) may offer. Read our 401(k) series here.    
1The creation/mechanism of ETFs is what allows them to be very tax-efficient. Specifically, the ability of portfolio
holdings to be transferred on an “in-kind” basis during redemptions allows ETFs to be tax-efficient and able to minimize
their capital gains distributions. The reason: When shares are redeemed in-kind, the ETF is not liquidating or selling
shares on the market- which would trigger gains inside the ETF. Rather, with in-kind redemptions, an exchange is made
between qualified institutional investors and the fund company; in exchange for shares of the ETF, the qualified
institutional investor receives underlying holdings of the Fund on an in-kind basis, and this swapping of holdings for ETF
shares does not trigger a taxable event for the fund.
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Diversification does not eliminate the risk of experiencing investment losses. Ordinary brokerage commissions apply.
ETFs are subject to risk similar to those of stocks including those regarding short-selling and margin account
maintenance.

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

Executional parties  : Those able to assist in the execution process, or the process of getting in and out of an investment.

Transparency  : The extent to which investors have ready access to any required financial information about a company,
such as price levels, market depth and audited financial reports.

Liquidity  : The degree to which an asset or security can be bought or sold in the market without affecting the asset’s
price. Liquidity is characterized by a high level of trading activity. Assets that can be easily bought or sold are known as
liquid asset.
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