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It's the second-largest sector in the S&P 500 Growth Index, weighing in at 17.2%, but because of Tech’s
dominant 44.1% weight in the basket, Consumer Discretionary often gets short shrift in our collective focus.
Nevertheless, the sector’s 10.5 extra percentage points of exposure in the S&P 500 Growth Index over the
S&P 500 Value Index warrants considerable attention (figure 1).

Figure 1: Sector Weight Differentials, S&P 500 Value Minus S&P 500 Growth
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Source: Refinitiv, as of 6/7/2022. Examples: Energy’s weight in the 5&F 500 Value index is 5.9% higher than its weight in 5&P 500 Growth,
while Tech's weight in 5&P 500 Growth is 32.5% above its weight in the S&P 500 Value index.

A major reason Discretionary is only 6.7% of the S&P 500 Value Index is that “growthy” Amazon and Tesla
are given zero allocation. The other eight major players by market capitalization are McDonald’s, Home
Depot, Nike, Lowe’s, Booking Holdings, Starbucks, Target and TJX (the owner of T.J. Maxx, Marshalls and
HomeGoods). Many of those find their way into growth baskets. The problem for the sector writ large is
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that four of the top five are trading for more than 20x the Street's 2024 earnings estimate. That may be
okay if there is no recession at any time in the next 30 months, but I think that could be wishful thinking.

Figure 2: Street Consensus Earnings, Top 10 Members of the S&P 500 Consumer Discretionary
Sector

Price/Earnings

Ratie (P/E) (2024)

Amazon 116.15 26.9
s 719.12| 6.78 1215 1590  17.82 79.2% 12.19% 404
B araldls 242.16| 9.8 9.87 1075 1170 6.4% 8.9% 3.8% 20.7
Homs fiepat 299.86| 11.94 1553 1655  17.49 30.1% 6.6 5.7% 17.1
Milke 118.60 3.56 3.73 4.58 5.40 4.8% 22.8% 17.9% 22.0
Lowe's 194,28 8.86 12.04 13.54 14.76 35.9% 12.5% 9.0%
BookingHoldings | 2277.84| 4577 9958 13164 15928 | 117.6% 32.2% 21.0%
St B ks 78.91| 3.24 2.87 3.45 2.94 -11.4% 20.2% 14.2%
Target 154.55 9.42 13.56 8.95 12.46 43.9% 39.2%
TIX 60.65 0.31 2.85 3.20 3.61 219.4% 12.8%

Source: Refinitiv, as of 6/9,/22. Price/earnings ratio (P/E): Share price divided by earnings per share. Lower numbers indicate an ability to access greater amounts of earnings per
dallar invested.

When you combine these 10 companies with the rest of the S&P 500 Consumer Discretionary sector, the
Street anticipates that these firms will collectively witness earnings growth of 13.9% in 2022, followed by
another 32% pop in 2023 and then another 17.4% in 2024. A recession at any time in the next 30 months
would seemingly throw that for a loop.

Figure 3: S&P 500 Sector-Level P/E Ratios and Earnings Growth
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2021 P/E 2022 P/E 2023 P/E 2024 P/E SRR S ATIFIR
Growth Growth Growth

S&P 500 19.5 17.7 16.1 14.8 10.7% 9.6% 8.8%
Basic Materials 16.¢ 13 14.6 14.4 20 5.4% 1.3
Utilities 21.9 21.4 19.¢ 15.4 2.1% 7.9% 7.7%
Information Technology 24.3 21.5 19.2 17.4 13.1 11.8 10
Consumer Staples 221 21.2 19.7 18 4.1 7 7.7
Consumer Discretionary 28.4 24.9 189 16.1 13.9% 07 17.4%
Communication Services 15.4 16.( 13.¢ 12.2 7 16 13
Healthcare 16. 16.0 16.0 15.0 6.1%
Financials 11.7 1.0 114 10.2 14.0¢ 11.2%
Industrials 4.8 18.2 15.2 13 36.1% 19, 11.5%
Energy 20.7 13.1 12 108.4% -11.3% -11.5

Source: Refinitiv, as of 5/31/22

Much of the calculus depends on what happens with Tesla, whose CEO, Elon Musk, is currently distracted
by not only his $44 billion bid for Twitter but also the little matter of colonizing Mars. | am not the world’s
authority on whether SpaceX, Musk’s company engaging the Martian project, can pull that off. But whatever

fate awaits that venture, it seems a bit distracting if you are also trying to manage an electric car company
of such size that it's accorded a $741 billion market capitalization. For an idea of just how large that is, it's

$315 billion more than the combined value of Italy’s 40-stock FTSE MIB Index.

Figure 4: Market Capitalization of Tesla vs. Italy’s FTSE MIB Index ($ Bil.)
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Source:; Refinitiv, as of 6/7/23.
Figure 5 shows some of our large-cap value strategies, along with their exposure to the Consumer
Discretionary sector.

Of the 10 stocks listed in figure 3, WTV owns only Home Depot, Lowe’s and Target, though the rest of its
Consumer Discretionary holdings bring that group to 13.3% of the total weight.

DTD and DLN own a bunch of the sector’s 10 largest companies, but in weights that tend to be smallish
because of those stocks’ paltry dividends. Inside those ETFs, there are exposures to McDonald's, Home

Depot, Lowe’s, Starbucks, Target and TJX.

The screen for DHS is for higher dividends, so it owns none of Consumer Discretionary’s 10 largest
companies, bringing its total exposure to the sector down to around 1%.

Figure 5: WisdomTree Large-Cap Value Funds by Weight in Consumer Discretionary
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Ticker Consumer Discretionary Waight

SE&EP 500 Growth SGX
S&P 500 SPY
S&P 500 Value SVX
WisdomTree LS. Value Fund WTV
WisdomTree U5, LargeCap Dividend Fund DLM
WisdomTres LS. High Dividend Fund DHS

17.2%

12.0%

G.T%

13.3%

L.1%

0.9%

Sources: WisdomTree, FactSet, S&P, as of 5/31/22,

For a list of holdings, please click on the respective ticker: WTV, DTD, DLN, DHS.
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Important Risks Related to this Article

WTV: There are risks associated with investing, including possible loss of principal. Funds focusing

their investments on certain sectors increase their vulnerability to any single economic or regulatory
development. This may result in greater share price volatility. While the Fund is actively managed, the
Fund'’s investment process is expected to be heavily dependent on quantitative models and the models
may not perform as intended. Please read the Fund’s prospectus for specific details regarding the Fund’s
risk profile.

DTD: There are risks associated with investing, including possible loss of principal. Funds focusing

their investments on certain sectors increase their vulnerability to any single economic or regulatory
development. This may result in greater share price volatility. Dividends are not guaranteed, and a company
currently paying dividends may cease paying dividends at any time. Please read the Fund’s prospectus
for specific details regarding the Fund'’s risk profile.

DLN: There are risks associated with investing, including possible loss of principal. Funds focusing

their investments on certain sectors increase their vulnerability to any single economic or regulatory
development. This may result in greater share price volatility. Dividends are not guaranteed, and a company
currently paying dividends may cease paying dividends at any time. Please read the Fund’s prospectus
for specific details regarding the Fund’s risk profile.

DHS: There are risks associated with investing, including possible loss of principal. Funds focusing

their investments on certain sectors increase their vulnerability to any single economic or regulatory
development. This may result in greater share price volatility. Dividends are not guaranteed, and a company
currently paying dividends may cease paying dividends at any time. Please read the Fund'’s prospectus
for specific details regarding the Fund’s risk profile.
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