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Calendar year 2024 presents fixed income investors with a new rate regime in terms of absolute yield
levels, and from a monetary policy perspective.

Unlike 2022 and 2023, when rate hikes dominated the landscape, this year is expected to bring a change
in scenery from the Federal Reserve, where rate cuts are soon to be the primary theme.

However, given the outcome of the January FOMC meeting and attendant Powell presser, the timing and
magnitude for an easing in policy is still uncertain.

In addition, economic data, such as the most recent jobs report, has also challenged the money and bond
markets’ most optimistic expectations, creating an environment for continued elevated volatility.

While the potential for ongoing bond market volatility certainly presents challenges, we are also finding
many interesting opportunities for fixed income investors.

For advisors seeking the flexibility to capitalize on bond market opportunities and adjust exposures
as conditions change, Model Portfolios can provide cost-effective access to the expertise of our asset
allocation and fixed income teams.

Our WisdomTree Fixed Income Model Portfolio recently passed its 10-year anniversary since inception.
To mark the occasion, we wanted to provide an update on our current outlook and positioning, and look
back on performance since inception.

Positioning within our Fixed Income Model Portfolios

Below we summarize the current positioning and some of the recent changes within our WisdomTree Fixed
Income Model Portfolio, which is dynamically managed based on the top-down and sector-specific views
of our Model Portfolio Investment Committee.

WisdomTree Model Portfolio Investment Committee—Fixed Income Positioning

https://www.wisdomtree.com/us/insights/blog/finding-fixed-income-opportunities-in-the-new-rate-regime
WISDOMTREE


https://www.wisdomtree.com/us/strategies/fixed-income
https://www.wisdomtree.com/us/insights/blog/fed-watch-not-so-fast-my-friend
https://www.wisdomtree.com/us/insights/contributors/not-found

WISDOMTREE BLOG

+ MNeutral

Equities vs.
Bonds

+ Equity risk premium =3%, slightly below long-term average

+ Meutral/slightly short of benchmark

+ Deliberately added duration throughout 2023, covering short

+ Securitized (Agency MBS)
Over-Weight + U5, Treasury Floating Rate Notes (FRNs)

+ Quality-screened investment-grade and high-yield credit

Under-Weight + Government bonds (U.5. Treasuries)

Source: WisdomTree, a5 of 12,3123,

Given the inverted nature of the yield curve, we remain allocated to short-duration bonds, including
Treasury floating rate notes.

However, using a barbell approach, we continued to add duration in a deliberate manner in 2023. After
spending much of the past few years shorter in duration than our benchmarks, we are now closer to a
“neutral” stance, which we feel is prudent given the level of ongoing interest rate volatility and the inherent
difficulty in predicting shorter-term movements in interest rates (see below).

10-Year U.S. Treasury Yield: Historical vs. Median Professional Forecast
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Sources: Federal Reserve Bank of Philadelphia Survey of Professional Forecasters, FactSet, WisdomTree, as of 1/25/24,

Another opportunity we see in fixed income markets is securitized assets, specifically agency mort-
gage-backed securities (MBS). While investment-grade and high-yield corporate credit spreads tightened
well inside of their historical averages last year, we believe yields on agency MBS relative to Treasuries offer
attractive value. Therefore, we rotated from high-yield corporates into MBS, while maintaining a modest
over-weight allocation to quality high-yield credit.

A 10-Year Track Record of Performance

Since its launch in December 2013, the WisdomTree Fixed Income Model Portfolio has delivered on its
objective, outperforming the Bloomberg U.S. Aggregate Bond Index since inception and over the past
1-year, 3-year, 5-year and 10-year periods.

Financial advisors can learn more about the WisdomTree lineup of fixed income and multi-asset Model
Portfolios by visiting our Model Adoption Center.

WisdomTree Fixed Income Model Portfolio Performance
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Cumulative Performance Annualized Performance
Model Portfolio

Since
Performance 1 Year 3 Year 5 Year 10 Year ;
Inception

L e 370%  661%  641%  641%  225%  168%  213% 213%
Model Portfolio (NAV)
Bloomberg U.S. Aggregate

g BEree 3.83% 6.82% 5.53% 5.53% -3.31% 1.10% 1.81% 1.78%
Bond Index
Active Return -0.13% -0.21% 0.88% 0.88% 1.06% 0.58% 0.32% 0.35%

Sources: WisdomTree, FactSet, as of 12/31/23. Inception date for WisdomTree Fixed Income Model Portfoliois 12/18/13,

Perfarmance is histarical and does not guarantee future results. Currert perfarmance may be lower or higher than quoted. lnve stment returns and principal value of an
investment will faictuate so that an investor's shares, when sold, may be worth more or less than their original cost.

The Model Portfolio perfarmance results shown are theoretical and do not reflect any investor's actual experience with owning, trading or managing an actual investment. Thus,
the performance shown does not reflect the impact that economic and market factors had or might hawve had on decision making if actual investor money had been managed and
allocated per the Model Portfolio. Actual peformance achieved in seeking to follow the Model Portfolio may differ from the theoretical performance shown fora numberof
reasons, including the timing of implementation of trades (including rebalancing trades to adjust to Model Portfolio changes), market conditions, fees and expenses (e g,
brokerage commissions, deduction of advisory orother fees or expenses charged by advisors or other third parties to investors, strategist fees and/or platform fees), contributions,
withdrawals, account restrictions, tax consequences, andforother factors, any or all of which may lower returns, While Model Portfolio performance may hawe performed better
than the benchmark for some or all periods shown, the perfarmance during any other period may not have, and there is no assurance that Model Portfolio performance will
perform betterthan the benchmark in the future, Model Portfolio performance calculations assume reinvestment of dividends, are pre-tax and are net of fund expenses,

ETF shares are bought and sold at market price (not NAV) and are notindividually redeemable from the Fund. Total returns are calculated using the daily 4:00 p.m. EST net asset
value [NAV). Market price returns reflect the midpoint of the bid/fask spread as of the close of trading on the exchange where Fund shares are listed. Market price returns do not
represent the retums you would receive if you traded shares at other times.
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Important Risks Related to this Article

For retail investors: WisdomTree’s Model Portfolios are not intended to constitute investment advice

or investment recommendations from WisdomTree. Your investment advisor may or may not implement
WisdomTree’s Model Portfolios in your account. The performance of your account may differ from the
performance shown for a variety of reasons, including but not limited to: your investment advisor, and not
WisdomTree, is responsible for implementing trades in the accounts; differences in market conditions;
client-imposed investment restrictions; the timing of client investments and withdrawals; fees payable;
and/or other factors. WisdomTree is not responsible for determining the suitability or appropriateness of
a strategy based on WisdomTree’s Model Portfolios. WisdomTree does not have investment discretion
and does not place trade orders for your account. This material has been created by WisdomTree, and
the information included herein has not been verified by your investment advisor and may differ from
information provided by your investment advisor. WisdomTree does not undertake to provide impartial
investment advice or give advice in a fiduciary capacity. Further, WisdomTree receives revenue in the form
of advisory fees for our exchange-traded Funds and management fees for our collective investment trusts.

For financial professionals: WisdomTree Model Portfolio information is designed to be used by financial
advisors solely as an educational resource, along with other potential resources advisors may consider,
in providing services to their end clients. WisdomTree’s Model Portfolios and related content are for
information only and are not intended to provide, and should not be relied on for, tax, legal, accounting,
investment or financial planning advice by WisdomTree, nor should any WisdomTree Model Portfolio
information be considered or relied upon as investment advice or as a recommendation from WisdomTree,
including regarding the use or suitability of any WisdomTree Model Portfolio, any particular security or any
particular strategy.
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