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Key Takeaways

e Unlike the dot-com bubble, we believe today’s tech giants, including Nvidia, have more reasonable
valuations and sustainable earnings growth, making them fundamentally stronger investments.

» Despite recent pullbacks, history shows that periods of market fear often present opportunities, as
seen with Amazon, Apple and Nvidia in past downturns.

e The WisdomTree U.S. Quality Growth Fund (QGRW) remains focused on high-growth, high-quality
companies, and its recent decline may signal a strategic buying opportunity rather than a reason to
exit.

DéjaVu? The Browser Wars and the Al Model Wars

On March 15, 2025, we saw the following written by @PauloMacro on the X platform:
When | was finishing college, internet browsers and search engines were all the rage.
“l like Netscape better because it loads faster and is easier for XYZ.”

“Opera [a web browser] is easier to use for ABC.”

“IE [Internet Explorer] is glitchy.”

“Amaya [a web browser and internet editor] is getting worse for XYZ"

And then the search engine wars...remember Lycos? Altavista? AskJeeves?? “Yahoo is better for X, | like
Altavista for Y though”...

| have boned up some on AIAIAl and spoken with several to learn and explore interesting use cases
(including with people here which has been super helpful). And | hear the same thing from people using
this stuff regularly.

With all my learning | will just summarize as follows:
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LLM [Large Language Model] based chat bots—Claude, ChatGPT, Gemini, Perplexity, Copilot—are to
2025 what web browsers and search engines were to 2000. Same arc. Same contour. Same future of
capital destruction realization.

And NVDA [Nvidia] 2025 is *exactly* what Cisco/switch/fiber backbone was in 2000.

Kind of amazing we are doing this all over again because many of these bros were around for the last one.
Instead, you have Bill Gates saying it’s different this time. Surreal actually.

It's a powerful narrative. At WisdomTree, we have the pleasure of working with Professor Jeremy Siegel,
our Senior Economist. On March 14, 2000, he published an op-ed in the Wall Street Journal, titled “Big Cap
Tech Stocks Are a Sucker Bet.” More powerful than even the text was a table of data, which we reproduce
as figure 1. In it we can see:

* These were nine companies with P/E ratios above 100.0x that also had market capitalizations above
$85 billion. JDS Uniphase and Yahoo! had P/E ratios above 600.0x.

e The earnings growth estimates were also on fire. This data places us, without lookahead bias, back in
March 2000. Yahoo!'s expected EPS growth (earnings per share, not revenues) was nearly 56% per
year.

» To understand the feasibility of current valuations, Professor Siegel assumed that 1) the EPS growth
estimates were realized over an initial 5 and then 10 years subsequent to this period (through 2005
and then 2010) and 2) the shares returned 15% per year. Five out of the nine companies, even with
this incredible growth realized, would still have P/E ratios above 50.0x under these assumptions.

Figure 1: A Clear Look at the 2000 Tech Bubble
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Projected Price-to-Earnings Ratios of Stocks over $85 Billion in Market Capitalization (March 7, 2000)

[ R — Cap::::ikz::inn PJE Ratio 1999 IBES Est. 5-‘|"R. EPS|P/E Rail:io in5-YRS| PJE Ftat.in in 10-

(5, billions) Growth (%) 15% Return YRS 15% Return
CSCO (2} Cisco Systems 5452 148.4x% 29.5% 73.9x% 40.9x
AQL/TWX (B) America Online § Time Warner £232 217 4% 31.5% 100.0x 51.1x
ORCL (9) Oracle Corporation 5211 152.9x 24.9% 91.3x 60.5%
NT (13} Nortel Networks S167 105.6x 20.7% T4.5% 58.4x
SUNW (14) Sun Microsystems 5148 119.0x 21.1% 82.8x 64.0x
EMC (18) EMC Corporation 5130 115.4x% 31.1% 54.0% 28.1x
JDsU (27) JDS Uniphase 599 668.3x 44.0% 195.5% 63.5%
QCOM (30) Qualcomm 591 166.8x 37.3% 61.8x 25.5x
YHOO (31) Yahoo! 590 623.2% 55.9% 122.6% 26.8x
Stocks with P/E Ratio > 100 $1,621 208.2x 30.4% 88.6x 47.5x
Top 18 Tech Stocks (Market Cap) $3,554 125.9x 25.2% 64.9% 43.6x
Top 15 Nen-Tech Stocks (Market Cap) $2,361 30.4x 13.7% 23.8x 20.3x
S&P 500 Index 511,381 28.6x% 12.5% 23.8x 21.3x%

Source: Bloomberg. IBES Est. 5-YR EPS Growth represents the forward-looking estimated earn-
ings-per-share growth over the 5-year period starting in 2000. P/E Ratio in 5-YRS 15% return is shown
for illustrative purposes, as is the P/E ratio in 10-YRS 15% Return. The earnings per share is assumed to
grow in line with the IBES estimates. The share price is assumed to grow at an average of 15% per year.
Past performance is not indicative of future results. You cannot invest directly within an index.

The stories we remember about markets and businesses are important, but it's our responsibility to marry
them with data.

Comparing Cisco Systems in 2000 to Nvidia in 2025 must account for both the story of the business as
well as the key valuation and growth fundamentals.

In figure 2, we compare the Magnificent 7 to Siegel’s Big Cap Tech Suckers from 2000:

* Nvidia, with a market capitalization of more than $2.8 trillion, had a P/E ratio of 25.8x, estimated
earnings growth for the current year of 50.2%, and trailing five-year earnings growth of nearly
92%—annualized. Cisco was the second largest market cap stock in the S&P 500 Index when
Professor Siegel wrote his op-ed in March 2000, and its P/E was 148.4x—roughly between five and
six times higher than that of Nvidia. Cisco’s IBES five-year earnings growth estimates were 29.5%,
whereas Nvidia’s—coming off a run greater than 90% annualized—are below 20%. Investors and
analysts appear a lot more reasonable in their valuation and expectations for Nvidia than they were
for Cisco.

e |n 1999, the S&P 500 P/E ratio was above 28.0x, but in 2025 we see it at 21.1x.
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e The average P/E of the Magnificent 7, including Tesla at 89.7x—is still not quite equal to the level of
the S&P 500's P/E ratio in aggregate in 2000.

* Alphabet is trading below the P/E ratio of the S&P 500 Index now.

» Alphabet is trading below the P/E ratio of the S&P 500 Index now.

Figure 2: Big Tech in 2025 Doesn’t Look Like a Sucker Bet

Price-to-Earnings of Magnificent 7 (as of 3/13/25)

Earni G th| Trailing 5-Y Estimated Long-
Current Market | Price-to-Earnings e e i e

Name (S&P 500 Rank) Value ($Bn) (2025E)* Es:::::eziz}ezrv ‘I:ra;':itnhg*i TeGr:;ii:.llillgs
Apple (1) $3,259 29.6x 20.4% 10.8% 10.4%
NVIDIA (2) $2,824 25.8x 50.2% 91.7% 18.1%
Microsoft (3) $2,849 29.3x 10.7% 16.3% 15.9%
Amazon (4) $2,108 31.4x 14.5% 39.1% 22.8%
Alphabet (5) $2,037 18.8x 10.7% 24.1% 14.9%
Meta Platforms (6) $1,570 24.4x 6.3% 23.3% 13.5%
Tesla (9) $798 89.7x 35.5% 11.4% 28.6%
Mag. 7 $15,445 27.4x 20.2% 24.3% 16.2%
Mag. 7 minus Tesla $14,647 26.5x 20.0% 25.0% 15.6%
S&P 500 ex. Mag. 7 $34,826 19.1x 17.0% 10.7% 12.7%
S&P 500 $50,272 21.1x 17.7% 15.0% 13.7%

Sources: WisdomTree, FactSet, S&P. *Calendar year price-to-earnings growth based on median analyst
estimates. **Trailing 3-Year where 5-year is not available. Growth is annualized. ***Estimated Long-Term
Growth is annualized and based on median analyst earnings growth estimates over the next 3 years.
Trailing 5-year earnings growth and Estimated Long-Term Earnings Growth are as of 2/28/25. All other
data as of 3/12/25. Aggregate Metrics are shown as weighted averages. You cannot invest directly in
an index.

Valuation risk is a concern for many. Figure 3 looks back over roughly 30 years, certainly including both the
run up to what we now know as the tech bubble of 1999/2000 as well as the subsequent market correction:

e The S&P 500 Index forward P/E ratio eclipsed 30.0x during the tech bubble. In 2025, we have seen
this same measure go above 21.5x, but it has been nowhere close to 30.0x. There can still be risk and
corrections and volatility, but this data is not indicating valuations are anywhere close to the dot-com
era’s levels.

Figure 3: S&P 500 Index Far from Cheap, but Also Far from the Tech
Bubble
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Sources: WisdomTree, FactSet, S&P, as of 3/15/25. You cannot invest directly in an index. Historical
forward P/E measured since 12/31/1994.

The Best Investments Can Often Be the Most Uncomfortable

Now, stories and narratives are also important. We have seen it widely reported that the S&P 500 Index
has declined more than 10% relative to its recent high, which is correction territory. In figure 4, we can
see how this compares to each of the Magnificent 7 stocks, most of which are roughly 20% below their
52-week highs. Tesla is the key exception, at 50% below its 52-week high.

Figure 4: Quantifying the Recent Share Price Corrections
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Source: Andrew Bary, “The Mag 7 Stocks Have Gotten Crushed. Buy These 4 Now,” Barron’s, 3/14/25,
accessed via Bloomberg. Past performance is not indicative of future results.

History shows a repeating pattern:

e Amazon lost more than 90% of its value in the dot-com crash. People said e-commerce was a fad.1

* Inearly 2008, Apple’s share price was around $180, dropping to a 2008-low of around $78 in late
November. Steve Jobs had only introduced the iPhone in 2007, and it was expensive. At that time,
BlackBerry was dominant.2

* Nvidia saw its share price trading around $300 at the beginning of 2022, but it dropped to around $110
by October of that year.3 “Al chips are cyclical,” they said.

It's impossible to overstate the difficulty of being a buyer of stocks when most other people are selling,

contributing to drawdowns like this. However, it may be helpful to recognize that for those who had patience,
narratives led to successful business results and a compounding of returns over time. These are some of
the best businesses that have ever existed if one is judging on things like revenues, profits or growth, so for
most, being exposed to diversified strategies may feel better than placing undue risk on a few companies.

Conclusion: QGRW Just Got more Interesting

The WisdomTree U.S. Quality Growth Fund (QGRW) is designed to track the total return performance,
before fees and expenses, of the WisdomTree U.S. Quality Growth Index. The strategy focuses exposure
on large U.S. businesses that are exhibiting both fast earnings growth and strong quality metrics, like
return on equity and return on assets. Companies like Nvidia, Apple and Amazon.com have historically
had healthy weights in the top 10, due to both their strong fundamentals and their large market cap sizes.
However, these are just three of 100 such stocks.
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In our opinion, investors should love a good deal—just like consumers hunting for discounts. When stocks
pull back, it should feel like a sale. But in markets, lower prices often trigger fear instead of excitement.
This fear can be compounded by another common pitfall: the urge to sell at the top and buy back at the
bottom. It sounds great in theory, but in practice, it requires two perfect decisions—when to exit and when
to re-enter. Many investors get at least one wrong, and often both. The better strategy? We believe time
in the market beats timing the market. Right now, QGRW is down, but it still holds the same high-quality,
high-growth companies that made it compelling in the first place. For those who are thinking on a longer
time horizon, this isn’t a reason to panic—it's a moment to rethink your investing strategy.

Figure 5: Standardized Returns

Fund Fund Fund .
: : Since Fund
Fund/Index Name Ticker | Inception | Expense 10-Year £
. Inception
Symbol Date Ratio
WisdomTree U.S. Quality Growth Fund (NAY QGRW  12/15/2022 0.28% 34.81% N/A N/A NfA 35.11%
WisdomTree U.S. Quality Growth Fund (MP) QGRW  12/15/2022 0.28% 34.8T% N/A N/A N/A 35.14%
SE&P 500 Index 25.02% 8.94% 14.53% 13.10% N/A

Source: WisdomTree, specifically data from the Fund Comparison Tool in the PATH suite of tools, accessed
3/16/25 with returns as of 12/31/24. NAV denotes total return performance at net asset value. MP denotes
market price performance. Past performance is not indicative of future results. Investment return and
principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may
be worth more or less than their original cost. Current performance may be lower or higher than
the performance data quoted. For the most recent month-end and standardized performance, click
here.

Figure 6: QGRW'’s Performance since its Inception in 2022
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Source: WisdomTree, specifically data from the Fund Comparison Tool in the PATH suite of tools, accessed
3/16/25 with returns as of 3/14/25. NAV denotes total return performance at net asset value. Past perfor-
mance is not indicative of future results. Investment return and principal value of an investment
will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their
original cost. Current performance may be lower or higher than the performance data quoted. For
the most recent month-end and standardized performance, click here.

1 Source: Andrew Dravis, “At One Point, Amazon Lost More than 90% of its Value. But Long-Term Investors
Still Got Rich,” CNBC, 12/18/18.

2 Source: Macrotrends.

3 Source: Yahoo! Finance, Investing.com and Macrotrends.

Important Risks Related to this Article

There are risks associated with investing, including the possible loss of principal. Growth stocks, as a
group, may be out of favor with the market and underperform value stocks or the overall equity market.
Growth stocks are generally more sensitive to market movements than other types of stocks. The Fund
is non-diversified, as a result, changes in the market value of a single security could cause greater
fluctuations in the value of Fund shares than would occur in a diversified fund. The Fund invests in the
securities included in, or representative of, its Index regardless of their investment merit. The Fund does
not attempt to outperform its Index or take defensive positions in declining markets and the Index may
not perform as intended. Please read the Fund’s prospectus for specific details regarding the Fund’s risk
profile.
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