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Key Takeaways

e The ETF's latest rebalancing introduced an enhanced methodology to adapt to the evolving Al
landscape.

e The enhanced index methodology maintains key principles of purity, expertise, diversification across
the Al value chain, and differentiation from the broader market.

* Reclassification of key players, such as Alphabet, Microsoft, and Amazon, highlights the growing role
of Al infrastructure.

e The fund remains focused on capturing emerging Al opportunities, particularly in cloud services and
Al-driven platforms.

Related Products WisdomTree Artificial Intelligence UCITS ETF — USD Acc Find out more

Our flagship thematic ETF, the WisdomTree Artificial Intelligence UCITS ETF, underwent rebalancing in
late September. Unlike the previous regular rebalancings, we implemented an enhanced index methodol-
ogy this time to maintain key principles of purity, expertise, diversification across the Artificial Intelligence
(Al) value chain, and differentiation from the broader market.

The fund was launched in 2018, before ChatGPT's release and before companies like Nvidia became as
central to Al discussions as they are today. The competitive landscape has shifted as the Al ecosystem
has evolved over the past few years, making strategy enhancements necessary. Furthermore, with the
continued development of Al technology, we have noticed new potential opportunities we aim to leverage.
In collaboration with our expert partners, Nasdaq and CTA, the strategy has been enhanced to ensure it
keeps delivering a refined exposure to current and future opportunities.

A recap of the Al value chain
In our strategy, Al companies within the Al value chain are classified into three categories:

e Enabler: a company that develops the building block components for artificial intelligence, such as
advanced machinery, autonomous systems/self-driving vehicles, semiconductors, or databases used
for machine learning.
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* Engager: a company that designs, creates, integrates, or delivers artificial intelligence in the form of
products, software, or systems.

* Enhancer: a company that provides its own value-added services within the Artificial Intelligence
ecosystem that are not core to their product or service offering.

How was the index enhanced?

e With the growing focus on Al, funding for early-stage Al companies is abundant. Private Al firms can
now remain private at higher valuations, and breaking into the space requires large infrastructure
investments. Consequently, the minimum market cap has risen from $250M to $2bn, with added
liquidity restrictions.

e Inthe early stages of Al, the unpredictable emergence of "theme winners" led us to initially
equal-weight companies across the Engager, Enabler, and Enhancer categories. However, as com-
petition within the Al space has solidified, we now weight companies based on their CTA intensity
scores, with a 4% cap on individual stock weights.

e As more firms enter the Al space, our strategy must focus on those with the most significant involve-
ment. To achieve this, we have reduced the number of Enhancers by applying a minimum intensity
score of 0.8. This selective approach not only increases the weights of the remaining companies but
also minimises major shifts in weighting when firms transition between categories.

e The weightings of Enablers (40%) and Engagers (50%) have shifted to 50% and 40%, respectively.
This change reflects the current Al cycle, where Enablers, particularly in hardware and semiconduc-
tors, are generating more revenue. CTA's assessment suggests that the Al space is entering an "arms
race" for data centre infrastructure and rapid Al device development, which benefits the Enablers
category. Moreover, this category expands beyond semiconductors to include a broader range of
foundational companies.

Please refer to the index rulebook for more detailed information on the index changes.

How did the portfolio change in the rebalancing?

In the most recent rebalancing, five companies were reclassified from Enhancers to either Engagers or
Enablers, and one company was added to the portfolio after meeting the necessary criteria. Additionally,
23 companies were removed, primarily due to the updated index methodology.

Reclassification

Alphabet, Microsoft, and Amazon were all reclassified from Enhancers to Enablers, reflecting their
increasing roles as hyper-scalers providing Al compute capabilities and development platforms. These
companies offer cloud services that enable enterprises to develop and deploy Al models. Alphabet’s
reclassification highlights its integration of Gemini into the Google Cloud platform, its Tensor Processing
Unit (TPU) for Al model training and deployment. Microsoft’s reclassification is also driven by its integration
of OpenAl into the Azure cloud platform, supporting generative Al development, alongside its suite of Al
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products, such as the Copilot productivity tool and Copilot+ hardware. Amazon'’s reclassification reflects
its strategic investment in Anthropic, integrating Claude into its Al cloud services, along with its Trainium
chips that aid Al model training and deployment.

Meta was reclassified from an Enhancer to an Engager due to its extensive delivery of Al services
through its Llama large language model (LLM) and, more significantly, its advertising-supported social
media platforms. The company uses advanced Al algorithms to efficiently and accurately match brand
advertisements with their targeted audiences.

Symbotic was also reclassified from an Enhancer to an Engager as it strengthens its role in Al-powered
warehouse automation. Its software showcases advanced self-learning capabilities, while its fulfilment
robots fully automate operations using state-of-the-art vision and sensing technologies. Symbotic’s solu-
tions, adopted by major retailers like Walmart, highlight its impact and growing importance in Al-driven
warehouse innovation.

Addition

Astera Labs was added to the portfolio as an Enabler. Specialising in semiconductor-based connectivity
solutions for cloud and Al infrastructure, Astera Labs’ products are critical for ensuring high-speed, reliable
data transfer essential to Al workloads as models grow in complexity and size.

Deletions

Most of the portfolio deletions resulted from changes to the index methodology, with companies failing to
meet revised market cap and intensity score thresholds. Five semiconductor enablers were removed due
to low Al intensity scoring, highlighting the strategy's focus on more relevant and leading Al innovators.
This ensures the index targets the most impactful semiconductor companies in the Al space.

Figure 1: Deletions due to the portfolio rebalancing in September 2024

Source: WisdomTree, Nasdag, CTA, as of 23 September 2024.

Conclusion

The recent rebalancing of the WisdomTree Artificial Intelligence UCITS ETF reflects the evolving Al land-
scape and strategic updates to the index methodology. By refining company classifications and adjusting
weightings, the index maintains diversified exposure to key players in the Al ecosystem. The reclassification
of major companies like Alphabet, Microsoft, and Amazon highlights the growing significance of Al compute
capabilities and cloud platforms. Additionally, the inclusion of companies like Astera Labs emphasises the
rising need for advanced infrastructure to support Al growth. These changes position the ETF to capture
future opportunities as the Al megatrend continues to unfold.
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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 http: //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¥4 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 Europevass 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 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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WisdomTree Artificial Intelligence UCITS ETF

Nasdaq® and the Nasdaqg CTA Artificial intelligence Index are registered trademarks of Nasdaq, Inc. (which
with its ailiates is referred to as the “Corporations”) and are licensed for use by WisdomTree Management
Limited. The WisdomTree Artificial Intelligence UCITS ETF (the “Fund”) has not been passed on by the
Corporations as to its legality or suitability. Shares in the Fund are not issued, endorsed, sold, or promoted
by the Corporations. THE CORPORATIONS MAKE NO WARRANTIES AND BEAR NO LIABILITY WITH
RESPECT TO THE FUND.

Notice to Investors in Switzerland — Qualified Investors
This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus and the key investor information documents (KIID) are available from WisdomTreeYas
website: https: //www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports

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 shall be distributed exclusively to qualified investors, as defined in the Swiss Federal Act

on Collective Investment Schemes or its implementing ordinance (each, as amended from time to time).
The representative and paying agent of the sub-funds 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.

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

https://www.wisdomtree.com/fi/insights/blog/refining-ai-exposure-wisdomtrees-strategy-enhance-

ments-for-the-ai-megatrend WISDOMTREE



WISDOMTREE BLOG

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.
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