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Key Takeaways

* Three years of stagnation create a powerful launch pad
e The earnings gap with the US is closing

e Breadth is real and underappreciated

e Germany's fiscal impulse is just beginning

European equities have spent much of the past decade as the perennial also-ran of global portfolios.
Investors who allocated to the region on valuation grounds alone were repeatedly frustrated as earnings
failed to deliver. Thankfully, as we think about the second half of 2026, the case for European equities does
not rest on valuation nor on geopolitical optimism. It rests on broadening earnings acceleration that isn’t
yet reflected in relative performance.

For investors seeking to access this opportunity, the WisdomTree Europe Infrastructure UCITS ETF
(WBLD) and WisdomTree Europe Value UCITS ETF (WTVE) provide targeted exposure to sectors and
investment styles that we believe are well positioned to benefit from these trends.

Three years of stagnation create a powerful base effect

MSCI Europe earnings down 1.5% in 20251, capping three years of no earnings growth. The culprits were
well-documented. The Autos sector recorded severe earnings deterioration and was the dominant driver
of weakness within the Consumer Discretionary sector. The wider discretionary complex was hit by weak
consumer sentiment and margin compression.

The consequence is that 2026 earnings are growing off an unusually depressed base, and consensus ex-
pectations for approximately 15% EPS growth this year aren’t built on optimism. Strip out discretionary and
underlying European EPS growth still runs at approximately 10% year-on-year. These numbers represent
a broad-based recovery across most of the index, occurring with only modest revenue assumptions. 2026
Europe sales growth is forecast at approximately 5% meaning that margin expansion is doing significant
additional work2.

The earnings gap with the US

US earnings growth, powered by an extraordinary run in mega-cap technology, could be peaking on a
year-on-year basis. The Magnificent Seven3 posted blended Q1 2026 earnings growth of approximately
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63%4. Large non-operating gains at Alphabet, Meta and Amazon accounted for a significant part of the
jump, however. The comparisons get harder from here, through the second half of 2026 and into 2027.

Meanwhile, European earnings are accelerating. While 2026 consensus EPS growth for the MSCI Europe
sits at approximately 15%, third and fourth quarter earnings growth is expected to approach 20%5.

A narrowing transatlantic earnings growth differential, driven by European acceleration rather than US
weakness, historically pulls global allocations toward Europe.

Breadth is the underappreciated element

Perhaps the most compelling feature of the current European earnings recovery is its breadth. In prior
cycles, surges were heavily dependent on one or two sectors. The 2026 recovery looks different. Financials
are contributing approximately 3.7 percentage points to aggregate Europe EPS growth and Energy a
further 3.5 points. Information Technology, Industrials, Materials, and Communication Services are all
contributing positively as well6.

Notably, since the Iran-US conflict broke out in March 2026, European 2026 EPS estimates have moved
higher, driven by upward revisions in Energy and Technology.

This breadth has practical implications for portfolio construction. Capital Goods, Banks, Mining, Semi-
conductors and Consumer sectors display the strongest positive correlation to the manufacturing cycle. If
Europe Purchasing Managers' Index (PMIs) continue to recover, these sectors could be among the primary
beneficiaries.

Germany's fiscal impulse

One underappreciated element in the European earnings recovery is the scale and timing of German fiscal
stimulus. Through April 2026, only €11 billion of the €40 billion7 earmarked for infrastructure spending in
2026 had been deployed. The shortfall reflected planning delays and bureaucratic inertia rather than any
retreat from the commitment. The €500 billion fund is real.8

Germany's fiscal position is shifting decisively. The general government deficit is set to widen from
approximately 2.7% of gross domestic product (GDP) in 2025 to 3.7% in 2026 and above 4% in 2027,
as defence and infrastructure spending steps up. That is roughly 1.5% of GDP of fiscal loosening

over two years. The Finance Ministry's own monitoring report estimates the fund has already added
approximately 0.5 percentage points to GDP, and most of the committed capital has yet to leave the door.
With consensus GDP growth forecasts for Germany in the 0.6—-0.9% range for 2026 (Bundesbank, IFO,
European Commission), even a moderate acceleration in disbursements moves the needle. For Capital
Goods, Construction Materials and infrastructure-linked businesses, the earnings tailwind from spending
that builds through 2027 and 2028 could be substantial9.

For investors seeking structured exposure to the European earnings recovery, two WisdomTree ETFs
stand out as natural expressions of this theme.

WisdomTree Europe Infrastructure UCITS ETF (WBLD)
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Infrastructure is the direct beneficiary of Germany's delayed but accelerating fiscal deployment, the
continent-wide commitment to energy transition, and the long-term capex cycle in data centres, power grids
and transport networks. WBLD provides exposure to European infrastructure companies. Capital Goods,
Construction Materials and electrical equipment names that carry the strongest positive correlation to PMI
recovery and government investment spend. As German disbursements accelerate and broader European
infrastructure investment builds, this segment of the market could potentially see earnings upgrades.

WisdomTree Europe Value UCITS ETF (WTVE)

WTVE offers systematic access to the European value factor when the macro backdrop is recovering.
Business surveys (PMIs) have started to recover, credit conditions are robust and declining energy prices
will boost household purchasing power. Banks, Financials, and capital-light industrials with pricing power
are well represented in a Value-tilted European strategy, and these sectors may be well positioned to
benefit if the earnings recovery develops as expected.

What could disappoint

The risks are real and worth spelling out. A renewed escalation in the Iran-US conflict would reprice energy,
knock sentiment indicators and likely reverse the PMI recovery that underpins much of the cyclical earnings
thesis. European companies generate a large share of revenues internationally, so the outlook is sensitive
to any deterioration in global growth. The Autos sector, despite its welcome role as a base-effect contributor
in 2026, faces structural headwinds from the electric vehicle (EV) transition that will not resolve quickly.
And while Germany's fiscal commitment is genuine, multiple independent research institutes have raised
concerns that part of the fund's spending is substituting for existing budget lines rather than funding net
new investment.

Conclusion

For investors looking beyond near-term market noise, the European earnings picture appears cleaner and
more broadly supported than at any point in the past three years. A recovering macroeconomic backdrop,
combined with the operational leverage, cyclical exposure and valuations of many European businesses,
has renewed investor interest in the region. WBLD and WTVE provide exposure to companies that may
benefit from themes such as German fiscal expansion or an improvement in global economic growth.

1 Bloomberg Finance L.P and MSCI, 15 July 2026.

2 Bloomberg Finance L.P and MSCI, 15 July 2026.

3 The Magnificent Seven is a group of mega cap stocks: Apple, Alphabet, Microsoft, Amazon.com, Meta Platforms,
Tesla and Nvidia.

4 FactSet Insight, 21 May 2026.

5 Bloomberg Finance L.P and MSCI, 15 July 2026.

6 JPM Global Market Strategy, 29 June 2026.

7 Bloomberg Finance L.P, 1 June 2026.

8 Economic forecast for Germany, European Commission, 21 May 2026.

9 As above.
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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 is intended for all investors; however, the WisdomTree products
described in this document and related materials may be restricted in certain jurisdictions and
may only be available to particular categories of investors in accordance with applicable laws and
regulations.Where a product is not authorised or its distribution is restricted in your jurisdiction, it
is the responsibility of any person or entity in possession of this information to inform themselves
of, and comply with, all relevant restrictions. Before making any investment, investors should seek
appropriate legal, regulatory, tax and investment advice to assess the suitability and implications of
investing in these products. Information about WisdomTree products is available at wisdomtree.eu.
WisdomTree does not oer investment advice tailored to individual circumstances. Past perfor-
mance is not areliable 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 beinterpreted 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.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
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or regulatory authority. No document or information in this document should be taken, transmitted or
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

Certain funds referred to in this document are issued by WisdomTree Issuer ICAV (*“WT Issuer”). WT
Issuer is an open-ended, umbrella-type Irish Collective Asset-management Vehicle with segregated liability
between sub-funds and is authorised by the Central Bank of Ireland (“CBI”") as an Undertaking for Collective
Investment in Transferable Securities (“UCITS”) under Irish law. Each fund is represented by a separate
class of shares (the “Shares”) issued by WT Issuer.

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 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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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.
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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 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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