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Key Takeaways

* Inthematics, missing the winner is the real risk: returns are asymmetric, so breadth within each theme
is key to long-term results.

e Bottom-up multi-thematic strategies often aren't truly thematic: they drift into mega-cap overlap, diluted
exposures, and hidden concentration, leaving investors unsure of what they own.

e Top-down makes multi-thematic investable and actionable: deliberate theme selection, clear allocation
to themes, and pure-play theme sub-portfolios enable clearer portfolios and smarter tactical tilts.

The debate between top-down and bottom-up investing is as old as asset management. But in multi-the-
matic portfolios, the trade-offs are unusually stark.

Through years of research, we have developed our own thematic investment philosophy and believe that
a top-down framework, starting with theme selection and theme weights, and only then building pure-play,
diversified sub-portfolios, is more likely to deliver what investors actually want from a multi thematic
strategy:

e intentional exposure to structural growth and exponential companies
e genuine diversification across themes
e aclear thematic allocation that can be managed strategically and tactically

That philosophy is grounded in a key empirical fact: equity returns are highly asymmetric. In the US, and
around the world, a very small minority of stocks has historically accounted for the vast majority of long-term
wealth creationl. This ‘winner-takes-all’ effect is key to understanding why multi-thematic portfolios need
to be constructed very carefully. To harness thematic growth, the objective is not to avoid every loser, but
to ensure you own the winners that will define each theme.

Why bottom-up breaks down in multi-thematic portfolios

Bottom-up approaches aim to pick companies first and build a portfolio from there. In the thematic space,
this usually translates into:
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» picking very large, diversified companies that claim to cover many themes but do not, in fact, cover
many effectively

* or, trying to bet on theme winners early in the cycle with the risk of missing the dark horse

In practice, this often produces four recurring pitfalls:

1. Over-concentration (often disguised as conviction)

In Europe, diversified thematics (that is, multi-thematic funds) hold around 90 stocks on average (see
Figure 1). That number sounds large until you translate it into what it implies: if a manager wants exposure
to 10 themes, it means they own around 9 names per theme. Inevitably, the portfolio ends up leaning on
the same large all-rounder stocks or being too selective too early in themes, trying to pick winners when
the field is still wide open.

Figure 1: Average number of stocks in thematic funds and ETFs in
Europe
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Source: WisdomTree, Morningstar as of 31 December 2025. Historical performance is not an indication
of future performance and any investments may go down in value.

2. Confusing thematic investing with multi-factor investing

A bottom-up portfolio often prioritises companies with multiple exposures, as if the goal were to find
diversified businesses that touch many trends. In many ways they are built like multi-factor portfolios where
the manager aims to find stocks that are good along all the factors. But in thematic investing, the objective
is not to find diversified exposure, it is to find meaningful exposure.

When portfolios drift toward generalists (large firms with a little of everything), they often dilute the very
exposure investors came for. The result is a portfolio that feels thematic in narrative but ends up like a
Nasdag-100 in disguise.
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3. Missing the overly asymmetrical payoff of thematic stocks: missing
big winners hurts more than owning a few duds

This is the most underappreciated point. Consider a simple historical example from the internet era. An
equal weight basket of the ten biggest internet stocks at end-1998 (which included plenty of failures) still
delivered strong long-term results largely because it included the dominant winners.

But when you move to a more concentrated portfolio of only five of those stocks, the outcome becomes
highly dependent on whether you owned the ultimate winner. In the analysis, every single five-stock
portfolio that included Amazon beat the market; none that beat the market did so without Amazon.

That is the thematic reality: you can choose the right theme and still fail if you miss the winning companies.
Bottom-up multi-thematic portfolios, by construction, increase that risk because they pick too few tickets
in each.

4. Lacking clarity: what exactly am | exposed to?

Multi-thematic portfolios should answer two questions cleanly:

e Which themes do | own, and in what weights?
e Which stocks express each theme and why?

Bottom-up portfolios often struggle on both, because theme exposure emerges as an ex post label rather
than a deliberate allocation. The result is limited transparency and weak intentionality, especially when the
same mega caps appear repeatedly across different themes.

A good illustration is how certain ‘unavoidable’ tech stocks can dominate thematic holdings. This leads multi
thematic strategies to become concentrated tech beta.

A top-down approach changes everything

A top-down multi-thematic portfolio starts with a different premise: it is easier to have a defensible view on
which long-term themes will matter than to predict which single company will dominate each theme.

The idea is to first select the themes and the weights between the themes and then populate each of those
sub portfolios with highly relevant stocks. This creates 4 strong benefits for top-down thematic investors:

1. Themes as a crystal ball for structural growth

The top-down lens is not about claiming certainty. It's about increasing the probability of being positioned
in the right places for the next decade, recognising that leadership changes over time and that today’s
mega caps are rarely tomorrow’s.

Thematics are a forward-looking way to organise equities: themes link structural drivers like technology,
regulation, and social change to portfolio construction. By picking themes first we aim to narrow the field
for the stock selection later by focusing on parts of the market that can attract more growth.

https://www.wisdomtree.com/fi/insights/blog/how-to-build-a-multi-thematic-portfolio-that-captures-tomor-

rows-amazons WISDOMTREE



WISDOMTREE BLOG

2. Better diversification

A core advantage of multi-thematic investing is inter-theme diversification. Themes are often driven by
different catalysts, adoption phases, and idiosyncratic news flows creating potential for lower correlations
across themes.

When you build top-down, you can explicitly choose a set of themes that are differentiated (and avoid
redundancies) and allocate to those themes to maximise diversification effects.
3. Clear portfolio construction and the ability to be tactical

Once you control the theme weights explicitly, you can:

e manage the strategic theme mix (the long-term conviction layer)
e overlay tactical tilts when theme-specific tailwinds strengthen or fade

That's not market timing for its own sake. It's acknowledging that themes move in waves and are impacted
by catalysts (innovation breakthroughs, regulation, adoption inflections). This is one of the key advantages
of a top-down approach as this is not possible to do via bottom-up.

4. Stock selection becomes more disciplined

Top-down does not mean buy everything. It means within each selected theme, build an expert-driven,
diversified basket of pure-play exposure, wide enough to raise the odds of owning the eventual winners,
but disciplined enough to remain investable and differentiated.

This is critical in a winner-takes-all world: investors want enough breadth to avoid the catastrophic outcome,
missing the next Amazon, while still concentrating the portfolio’s exposure in the relevant part of the market.

The WisdomTree Megatrends UCITS ETF (WMGT) offers a distinctive top-down approach to allocate
across themes. The exchange-traded fund (ETF) uses three successive steps to deliver a portfolio
designed to capitalise on shifts in the thematic space:

e The Strategic Thematic Asset Allocation: We start from the theme and, every year, themes are
picked based on conviction and diversification potential.

e TheTactical Asset Allocation: Conducted quarterly, this process adjusts theme weightings to align
the portfolio with market conditions, taking advantage of both periods of optimism and caution within
individual themes.

* Stock Selection: Within each theme, the stock selection process leverages the WisdomTree Thematic
Investment Philosophy, emphasising expertise, purity, differentiation, and discipline.

Overall, the ETF provides exposure to a diversified basket of growing, emerging companies, rather than
today’s established tech mega caps.

Conclusion: the two conditions for thematic success

https://www.wisdomtree.com/fi/insights/blog/how-to-build-a-multi-thematic-portfolio-that-captures-tomor-

rows-amazons WISDOMTREE


https://www.wisdomtree.com/fi/products/equities/wisdomtree-megatrends-ucits-etf---usd-acc

WISDOMTREE BLOG

Thematic investing can be a powerful growth engine in portfolios. But the growth from a theme is not
distributed evenly across all stocks in that theme. The winners dominate and so success hinges on two
things:

e Choose themes that are likely to matter, so you narrow the universe relative to the market and focus
capital on structural tailwinds.

e Increase the probability of owning the future winners within those themes by focusing on diversified,
pure-play sub-portfolios rather than an overly concentrated selection of ‘best ideas’.

A top-down multi-thematic framework is designed for exactly that: intentional theme exposure, real
diversification across different themes, and breadth where it matters, inside each theme, so investors can
capture the next Amazon while minimising the potentially disastrous risk of missing it.

1 (Bessembinder, Do Stocks Outperform Treasury Bills?, 2018) and (Bessembinder, Chen, Choi, & Wei,
2019).
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Important Risks Related to this Article

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 oering 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 aected
by exchange rate movements. Any decision to invest should be based on the information contained in the
appropriate prospectus and aer 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 oer for sale nor a solicitation of an oer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying
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 oering 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
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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 ailiate, nor any of their respective oicers,
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 dier materially from those anticipated

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these
forward-looking statements.

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
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 Wis-

domTree Europe¥awebsite. WisdomTree Management Limited may decide to terminate the arrangements
made for the marketing of its collective investment undertakings. In such circumstances, shareholders in
the aected 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 natification.
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For Investors in Switzerland:
This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus (in English only) and the key investor information documents (KID) (in German, French
and Italian) are available from WisdomTreeVas websitdittps://www.wisdomtree.eu/en-ch/resource-li-
brary/prospectus-and-regulatory-reports

For WisdomTree UCITS products only: the representative and paying agent of the ETPs in Switzerland
is Société Générale Paris, Zurich Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The
prospectus, the key investor information documents (KIID), the articles of association and the annual and
semi-annual reports of the sub-funds are available free of charge from the representative and paying agent.
As regards distribution in Switzerland, the place of jurisdiction and performance is at the registered seat
of the representative and paying agent. Some of the sub-funds referred to in this document may not have
been registered with the Swiss Financial Market Supervisory Authority (“FINMA”). In Switzerland, such
sub-funds that have not been registered with FINMA may only be available to Qualified Investors.

For Investors in France:

The information in this document is intended exclusively for professional investors (as defined under the
MiFID) investing for their own account and this material may not in any way be distributed to the public.
The distribution of the Prospectus and the oering, sale and delivery of Shares in other jurisdictions may
be restricted by law. WT Issuer is a UCITS governed by Irish legislation, and approved by the Financial
Regulatory as UCITS compliant with European regulations although may not have to comply with the
same rules as those applicable to a similar product approved in France. The Fund has been registered
for marketing in France by the Financial Markets Authority (Autorité des Marchés Financiers) and may be
distributed to investors in France. Copies of all documents (i.e. the Prospectus, the Key Investor Information
Document, any supplements or addenda thereto, the latest annual reports and the memorandum of
incorporation and articles of association) are available in France, free of charge at the French centralizing
agent, Societe Generale at 29, Boulevard Haussmann, 75009, Paris, France. Any subscription for Shares
of the Fund will be made on the basis of the terms of the prospectus and any supplements or addenda
thereto.

For Investors in Malta: This document does not constitute or form part of any oer or invitation to the public
to subscribe for or purchase shares in the Fund and shall not be construed as such and no person other
than the person to whom this document has been addressed or delivered shall be eligible to subscribe for
or purchase shares in the Fund. Shares in the

Fund will not in any event be marketed to the public in Malta without the prior authorisation of the Maltese
Financial Services Authority. For Investors in Monaco: This communication is only intended for duly
registered banks and/or licensed portfolio management companies in Monaco. This communication must
not be sent to the public in Monaco. For Investors in Israel: Oering materials for the oering of the Shares
and securities have not been filed with or approved or disapproved by the United States Securities and
Exchange Commission or any other state or federal regulatory authority, nor has any such regulatory
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authority passed upon or endorsed the merits of this oering or passed upon the accuracy or completeness
of any oering materials. Any representation to the contrary is unlawful. The products mentioned herein
have not been approved by the Israel Securities Authority and will only be distributed to Israeli residents
in a manner that will not constitute “an oer to the public” under sections 15 and 15a of the Israel Securities
Law, 5728-1968 (“the Securities Law”) or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the
Joint Investment Trusts Law “), as applicable. The products are being oered to a limited number of investors
(35 investors or fewer during any given 12 month period) and/or those categories of investors listed in the
First Addendum (“the Addendum?”) to the Securities Law, “Sophisticated Investors”) who in each case have
provided written confirmation that they qualify as Sophisticated Investors, and that they are aware of the
consequences of such designation and agree thereto; in all cases under circumstances that will fall within
the private placement or other exemptions of the Joint Investment Trusts Law, the Securities Law and any
applicable guidelines, pronouncements or rulings issued from time to time by the Israel Securities Authority.
This prospectus or this document may not be reproduced or used for any other purpose, nor be furnished
to any other person other than those to whom copies have been sent. Any oeree who purchases a product
is purchasing such product for its own benefit and account and not with the aim or intention of distributing or
oering such product to other parties (other than, in the case of an oeree which is a Sophisticated Investor
by virtue of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange,
as defined in the Addendum, where such oeree is purchasing a product for another party which is a
Sophisticated Investor). Nothing in this document should be considered investment advice or investment
marketing as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio
Management Law, 5755-1995. Investors are encouraged to seek competent investment counselling from
a locally licensed investment counsel prior to making the investment. A recipient of this document may be
required to provide confirmation that it is a Sophisticated Investor purchasing a product for its own account
or, where applicable, for other Sophisticated Investors.
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