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The S&P 500 Index recently closed at another record high and is up more than 250% on a total return
basis since its March 9, 2009, bottom.1 Although the S&P 500 Index has experienced strong gains, many
active managers are still trying to play catch-up, with a majority of them underperforming the S&P 500
Index since the lows. One of the largest beneficiaries of active managers’ underperformance has been
exchange-traded funds (ETFs). ETFs that track broad market capitalization indexes like the S&P 500 Index
have seen strong performance against active managers over the period, but they also offer numerous
benefits—including diversification, generally low fees2, tax efficiency and daily transparency of holdings.
WisdomTree believes—and a growing body of evidence suggests—that ETFs incorporating a rules-based
discipline to rebalance exposures to a fundamental metric of value can deliver additional value over ETFs
that just track traditional market cap-weighted indexes. We also believe that fundamental or smart beta
ETFs have the potential to outperform a majority of active managers. Active Manager Comparison The
WisdomTree Dividend ex-Financials Fund (DTN) was able to outperform the majority of active managers
in its peer group over all periods displayed below. We find it impressive that it was able to outperform more
than 99% of its peer group over the five-year period and since it began tracking the WisdomTree Dividend
ex-Financials Index (WTDXF)3. How did it do this? We believe it's by using a rules-based process to select
and weight stocks. Active Manager Comparison
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Sources: WisdomTree, Momingstar, 6/16/06-3/31/15. WisdomTree Dividend ex-Financials Fund began tracking the

WisdamTree Dividend ex-Financials Index after 5/7/09. Start date for the period was 6/1/09 because that was the start of the first full month the

Fund began tracking its new Index.
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The Fundamental Difference DTN seeks to provide broad exposure to the highest-yielding companies

outside of the financial sector, while maintaining sensitivity to valuation. To help achieve this, the underlying
Index that the Fund tracks, WTDXF, weights companies by their indicated dividend yield, rather than their
market cap, and rebalances back to dividend yields on an annual basis. WisdomTree’s rebalance process
typically is driven by: « Dividend growth: Companies increasing dividends see their weight increased. ¢

Relative performance:

» Underperformers typically see their weight increased.s Outperformers often see their weight decreased.
By following a rules-based Index that screens and weights companies by dividend yields, DTN can

potentially raise a portfolio’s dividend yield and provide increased income to investors. DTN achieves this
by tending to over-weight higher dividend-yielding stocks and under-weight the lower dividend-yielding
stocks. This effect can be significant when comparing DTN against the S&P 500 Index, the most widely

followed barometer for U.S. stocks, but has no dividend-focused selection criteria and weights by market

cap instead of a fundamental metric. Dividend Yield Ranges
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Conclusion Investment managers and investors alike are always looking for better ways to invest.

WisdomTree believes indexing is highly efficient and offers a number of benefits that make it a wise choice
for investors. But history has shown us time and again that price is not always the best indicator of value,

so WisdomTree feels a better approach might be to screen and weight securities by fundamentals. By

focusing on dividend yields, DTN has proven itself for more than six years—outperforming 99% of active
managers in its category since it began tracking WTDXF. 1Source: Bloomberg, 3/9/09-5/21/15. 20rdinary
brokerage commissions apply. 3WisdomTree Dividend ex-Financials Fund began tracking the WisdomTree
Dividend ex-Financials Index after 5/7/09. Start date for the period was 6/1/09 because that was the start

of the first full month the Fund began tracking its new Index.
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Important Risks Related to this Article

WisdomTree believes—and a growing body of evidence suggests—that ETFs incorporating a rules-based
discipline to rebalance exposures to a fundamental metric of value can deliver additional value over ETFs
that just track traditional market cap-weighted indexes.
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