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This blog post is relevant to institutional investors interested in trading exchange-traded funds (ETFs) in significant
volume. Indlividual investors do not always have access to liquidity providers to trade ETFs as referenced below. One of
the main benefits of the exchange-traded fund (ETF) structure is intraday liquidity. Whether an investor is trading 100
shares in their brokerage account or millions of shares on behalf of an institution, accessing liquidity and obtaining fair
execution typically have no bearing on if buying or selling an ETF. An ETF is at least as liquid as its underlying basket
regardless of average daily volume (ADV). Moreover, ETF liquidity providers are in the business of facilitating trade
activity to all market participants. That being said, | still hear investors who are skeptical about being able to easily exit
their position when it comes time to sell. The notion that liquidity favors buyers over sellers is simply not correct. Two
similar trades in the WisdomTree Bloomberg U.S. Dollar Bullish Fund (USDU) provide a great example. In figure 1, we
see a largeblock trade on the buy side of approximately 3.18 million shares on October 28, 2014. Figure 1
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From an execution standpoint, the client
was able to buy approx. $82 million worth of USDU, one penny inside the offer, on a spread that was .08 cents wide. The
30-day ADV at the time of the trade was just over 11,000 shares. Fast forward three months, and look at a similar block
trade on the sell side. As illustrated in figure 2, on January 26, 2015, a block of 3.13 million shares to sell executed on the
bid when the spread of USDU was .03 cents wide. At the time of this trade, the 30-day ADV was 450,000 shares. Figure 2

g

WisdomTree.com = 1-866-909-WISE (9473) Wl SDO MTRE E°


https://wisdomtree.com/blog/glossary#liquidity
https://wisdomtree.com/blog/glossary#underlying-basket
https://wisdomtree.com/blog/glossary#average-daily-volume
https://wisdomtree.com/blog/glossary#liquidity-providers
https://wisdomtree.com/blog/glossary#market-participants
https://wisdomtree.com/etfs/fund-details-currency.aspx?etfid=91
https://wisdomtree.com/blog/glossary#block-order
https://wisdomtree.com/-/media/US-Media-Files/blog/wp-content/uploads/Figure-1,-d-,gif.ashx
https://wisdomtree.com/blog/glossary#offer
https://wisdomtree.com/blog/glossary#spread
https://wisdomtree.com/blog/glossary#widen

WisdomTree BLOG ARTICLE

GRAB

LSDL S Equity 1 Actions ~ " 9]) Settings Page 3 Trade/Quote Recap

2t p
i (I ™ oen Coge Denmhone
T 14:37:00 | 0126715 |@

M

inamce L.F
T GHMT-5:00

Figure 2 is telling us that a
client was able to exit a large trade that was six times the ADV of the Fund without impacting the market. This example
is just one of many we see each day of an execution on both the buy and sell sides. Now that we have taken you through
an example, here is why it should not matter whether you are a buyer or a seller. Regardless of trade size, the person on

the other side of the trade is most likely an ETF liquidity provider.” A liquidity provider is making a market to both buy
and sell a fund at their quoted prices. They do not care whether the client is a buyer or a seller. That's because a market
maker quotes prices based on the fair value of the fund, plus any trading costs and a small profit. Once the ETF is bought
from or sold to the client, the market maker will usually look to hedge themselves by taking the other side of the
underlying basket, a similar ETF or another highly correlated hedge. The objective is to then unwind the trade through
the marketplace or the creation/redemption process with the issuer. In summary, ETF liquidity providers are in the
business of facilitating execution to both buyers and sellers. We hope that this example gives confidence to all ETF
investors that regardless of whether you are buying or selling, liquidity does not show favoritism when it comes to

obtaining good execution. The size you are trading determines what method of execution you should choose. Refer
to Understanding ETFs: Trading and Valuation for further information on executing in large size.

For standardized performance and the most recent month-end performance click here NOTE, this material is intended
for electronic use only. Individuals who intend to print and physically deliver to an investor must print the monthly
performance report to accompany this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click here to obtain a WisdomTree ETF prospectus which contains investment objectives,
risks, charges, expenses, and other information; read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign investing involves currency, political
and economic risk. Funds focusing on a single country, sector and/or funds that emphasize investments in smaller
companies may experience greater price volatility. Investments in emerging markets, currency, fixed income and
alternative investments include additional risks. Please see prospectus for discussion of risks.

Past performance is not indicative of future results. This material contains the opinions of the author, which are subject to
change, and should not to be considered or interpreted as a recommendation to participate in any particular trading
strategy, or deemed to be an offer or sale of any investment product and it should not be relied on as such. There is no
guarantee that any strategies discussed will work under all market conditions. This material represents an assessment of
the market environment at a specific time and is not intended to be a forecast of future events or a guarantee of future
results. This material should not be relied upon as research or investment advice regarding any security in particular. The
user of this information assumes the entire risk of any use made of the information provided herein. Neither WisdomTree
nor its affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal advice. Investors seeking tax or legal
advice should consult their tax or legal advisor. Unless expressly stated otherwise the opinions, interpretations or findings
expressed herein do not necessarily represent the views of WisdomTree or any of its affiliates.

The MSCI information may only be used for your internal use, may not be reproduced or re-disseminated in any form and
may not be used as a basis for or component of any financial instruments or products or indexes. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind
of investment decision and may not be relied on as such. Historical data and analysis should not be taken as an
indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on
an "as is” basis and the user of this information assumes the entire risk of any use made of this information. MSClI, each of
its affiliates and each entity involved in compiling, computing or creating any MSCI information (collectively, the “MSCI
Parties”) expressly disclaims all warranties. With respect to this information, in no event shall any MSCI Party have any
liability for any direct, indirect, special, incidental, punitive, consequential (including loss profits) or any other damages (

WWW.MSCi.com)

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom, Tripp Zimmerman, Michael
Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel,
Ryan Krystopowicz, Jianing Wu, and Brian Manby are registered representatives of Foreside Fund Services, LLC.

WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

price. Liquidity is characterized by a high level of trading activity. Assets that can be easily bought or sold are known as
liquid asset.

Underlying basket : Securities held by a fund to replicate an investment strategy or index.

Average daily volume : Average dollar amount traded over the course of a single trading day.

Liquidity providers : Traders that facilitate the trading of ETF shares by conducting the transference of liquidity between
the underlying basket shares and the ETF.

from -1 to 1. A correlation of 1 means the two subjects of analysis move in lockstep with each other. A correlation of -1
means the two subjects of analysis have moved in exactly the opposite direction.

Creation and Redemption Process : The process whereby an ETF issuer takes in and disburses baskets of assets in
exchange for the issuance or removal of new ETF shares.
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