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Short and leveraged exchange-traded products are only intended for investors who understand the risks involved ininvesting ina product with
short and/or leveraged exposure and who intend to invest on a short term basis. Any investment in short and/or leveraged products should be
monitored on a daily basis to ensure consistency with your investment strategy. You should understand that investments in short and/or leveraged
exchange-traded products held for a period of longer than one day may not provide returns equivalent to the return from the relevant unleveraged
investment multiplied by the relevant leverage factor. Potential losses in short and/or leveraged exchange-traded products may be magnified in
comparison to investments that do not incorporate these strategies. Please refer to the section entitled “Risk Factors” in the relevant prospectus for further
details of these and other risks associated with an investment in short and/or leveraged exchange-traded products. You should consult an independent
investment adviser prior to making an investment in short and/or leveraged exchange-traded products in order to determine its suitability to your
circumstances.
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Data, Methodology and Terms Used

This report provides statistics of AUM, flows and related measures for short & leveraged Exchange Traded Products (ETPs).
Short & leveraged ETPs are ETPs whose leverage factor which respect to the underlying asset class is currently -1x or lower
and +1.5x or higher. ETPs which offer a non-leveraged exposure are not included in the analysis.

Following are some definitions for the terms used in the analyses:

ETP (Exchange Trade Product) is used as a generic, interchangeable term to refer to Exchange Traded Funds (ETFs),
Exchange Traded Products (ETPs), Exchange Traded Notes (ETNs) and Exchange Traded Commodities (ETCs).

AUM or Assets represents the assets under management in an ETP. For some ETPs for which the AUM is not available, their
market capitalisations have been used where possible.

Asset Flow or Net Subscriptions is a measure representing the value of net subscriptions over the period, thus removing the
effect of changes due to price.

Notional AUM is the sum of the AUM in each ETP multiplied by the absolute value of its leverage factor, e.g. $1in a 3x long ETP
or$1ina-3xshort ETP is $3 of Notional AUM in both cases.

Notional Flow is the net subscriptions for each ETP multiplied by the absolute value of the leverage factor. Alternatively, it is
the change in the Notional AUM that is not due to price changes.

Net Position is the sum of the AUM in each ETP multiplied by its leverage factor (which may be either negative or positive). A
negative figure indicates investors are net short.

Net Position Flow or Repositioning is Notional Flow in long ETPs minus the Notional Flow in short ETPs. Alternatively, it is
the change in the Net Position that is not due to price changes and indicates whether investors are bullish (net long) or
bearish (net short) after taking leverage factor into account.

Average Investor Leverage is calculated as the average leverage factor across all ETPs of a certain index / exposure and is
weighted by the total AUM and leverage factor for each ETP. Average Investor Leverage is used as a proxy for overall investor
sentiment with regard to an asset. It may be biased due to leverage factors on offer for each index / exposure, and thus the
change in Average Investor Leverage is the most relevant observation rather than the actual number.

All data provided in this report is sourced from calculations by WisdomTree, which are performed on underlying price,
return, AUM, currency and market capitalisation data from Bloomberg®. Any fund description data is also obtained
from Bloomberg. All data is as of 28" December 2018. All figures are denominated in USD.



Executive Summary

Big sell-off in global equity markets didn’t stop S&L investors from adding their long positions
Record equity bullishness punished in December, but leveraged ETP investors double down as short ETP
investors take profits
Short & Leverage (S&L) investors started December with record levels of bullishness on equities, which left them highly
exposed to the worst December equity market since 1931. Despite the hit globally, leveraged ETP investors doubled down
and bought the dip, funneling $2.3 billion into leveraged ETPs, while short ETP investors took profits, taking nearly $0.5
billion out of short equity ETPs. Accounting for leverage factors, this amounts to $5 billion worth of flows into equities, or
roughly 7% of investors’ overall net position in equities (see Figure 1).

Figure 1: Global Asset Allocation- All Equities
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Investors in S&L ETPs continue to unwind short US fixed income positions, reaching a record low in fixed income shorts
since January 2009
The US 10-year government bonds yield decreased by around 0.30% in December. S&L ETP investors continued to reduce
their positions in short US fixed income. $300mn were redeemed from short US government debt ETPs in December,
representing 12% of overall AUM in S&L US government debt ETPs. We believe this reflects investors’ increasingly bearish
views on the inflation rate and the FED’s pace of interest rate rises going forward (see Figure 2)
Figure 2: Global Debt - USA Government Bonds
Net Position and Average Investor Leverage Cumulative Asset Flows into Short [ Long ETPs
and Net Position Flows
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S&L investors start 2019 with highest ever levels of bullishness on gold

Investors in S&L gold ETPs have been gradually increasing their bullishness since mid-2016, with 2018 providing a
bump into record levels of bullishness on gold, potentially reflecting the possibility of a market downturn. The average
investor leverage on gold ETPs went from 1.20x in January 2018, to the all-time-high level of 1.82x in December 2018

(see Figure 3).
Figure 3: Gold - Average Investor Leverage
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Market Review
Global Asset Allocation
e Thetotal global AUM of Short & Leveraged (S&L) ETPs at the end of December 2018 was $74.2 billion, down -13% YTD.
e 36% of AUM is held in short products with leverage factors ranging between -1x to -3x. 64% of AUM is held in long
products with leverage factors ranging from +2 and above. The leverage factor with the most assets is +2x, with 41%
of AUM.

e Interms of S&L asset allocation, equity ETPs are the most popular with 81% of AUM, followed by debts with 9% and
commodities with 7%. The remainder is allocated between currency and alternative ETPs.

e Thelargestindividual S&L ETPs are leveraged long Japan equities: $5.4 billion for Next Funds Nikkei 225 Leveraged
Index ETF.

Short & Leveraged Equities
e  Currently there is $59.7 billion of AUM held in S&L equity ETPs, a decrease of -4.6% YTD. 69% of equity ETPs globally
are held in leveraged (long) ETPs, 31% in short ETPs.
e AUM in S&L US equity ETPs (including Size and Style but excluding Sectors as objective’) was $21.9 billion whilst US
sector focused equity ETPs had $6.5 billion in AUM.

e Investorsin S&L ETPs globally (“S&L investors”) maintained their bullishness on equities. Investors put $2.2 billion
into leveraged equity ETPs in December and redeemed $460m of short equity ETPs.

e  Current AUM of S&L equity ETPs tracking Europe (including Size and Style but excluding Sectors as objective’) stands
at $4.1 billion with $1.3 billion tracking the European region and $2.8 billion tracking individual European countries.
The AUM of ETPs tracking European sectors (region and country specific) remains small.

Short & Leveraged Debt: Global
e The AUM of S&L debt ETPs globally is currently $6.6 billion. With 96% of AUM held in short ETPs, S&L investors remain
overwhelmingly bearishly positioned in debt.
e Breaking down the AUM of S&L debt ETPs, $5.6 billion is in government debt ETPs and $1.0 billion in corporate debt
and preferred stock ETPs.

e 46% of the AUM of S&L government debt ETPs is in S&L ETPs tracking US government debt. S&L ETPs tracking
European government debt account for $2.6 billion in AUM, or 47% of S&L government debt ETPs, most of which is
German government bonds. The remaining 7% of AUM in S&L ETPs track Asian debt (predominantly South Korea
government bonds) and the Middle Eastern debt. (Israel).

Short & Leveraged Commodities: Global
e S&L commodity ETPs are dominated by oil, natural gas, gold and silver representing 96% of total AUM. Oil is currently
the largest commodity ETP with $2.2 billion in AUM, followed by Natural gas with $1.1 billion in AUM. Gold and Silver
are the 3 and 4" largest commodity ETPs, with $1 billion and $721 million in AUM, respectively.
e AUM of S&L commodity ETPs reached $5.5 billion in December 2018, a 23% decrease YTD.

Short & Leveraged Currencies: Global
e AUM of S&L currency ETPs reached $712 million in December 2018, a 34% decrease YTD.
e  Most of currency inflow in December went to AUS-USD pair ($3 million)

All data provided in this report is sourced from calculations by WisdomTree, which are performed on underlying price,
return, AUM, currency and market capitalisation data from Bloomberg®. Any fund description data is also obtained
from Bloomberg. All data is as of 28" December 2018. All figures are denominated in USD.

“ Size, Style and Sector are investment objective categories. Size is referred to as the categorization of securities by market capitalisation (large, mid and small-cap).
Style is referred to as securities that are classified as capturing a value or growth proposition, or a blend of the two. Sectors are investment objectives focused on
securities specific to one sector and which per asset class may have different sector classifications. For instance, equities capture sectors such as technology and
energy, while fixed income sectors may include government and corporate.



Global Growth of S&L ETFs/ETPs

AUM and Number of Products

90,000 - - 1200
80,000 - "
= 70,000 - 1000 £
s 60,000 - L 800 B
a 50,000 a
" ) 7
= 40,000 - 600 5
5 30,000 - - 400 3
< 20,000 - L 200 E
10,000 - =
0 Lo
2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
— /UM 88 1,576 | 6,193 | 27,381 | 38,957 | 41,477 | 46,733 | 43,799 | 57,143 | 58,989 | 67,853 | 70,492 | 84,227 | 74,226
s NUm. of ETPS | 9 29 117 286 385 513 713 820 811 880 983 1028 | 1122 | 1051
AUM by Leverage Factor
As of 28" December 2018
90,000 +
2 80,000 -
O 70,000 - Other -3x
= 60,000 3x 1% 5% 2%
E 50,000 -
Q 40,000
S 30,000
= 20,000 -
g 10,000 -
< p — 1x
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 20%
W 3x 638 2,863 4,544 5,151 5,023 6,692 9,915 | 11,127 | 11,263 | 17,199 | 16,088 :
W 2x 82 601 1,615 | 13,577 | 12,762 | 13,120 | 12,158 | 13,695 | 21,536 | 22,971 | 27,758 | 25,267 | 32,734 | 30,375
m-1x 6 649 1,084 2,796 6,370 6,928 | 12,928 | 10,860 | 12,393 | 11,602 | 13,779 | 15,940 | 17,289 | 14,890
-2x 327 3,494 | 10,081 | 14,512 | 13,769 | 12,866 | 10,845 | 12,441 | 9,778 9,514 | 11,715 | 10,883 | 7,899 %
41
m-3x 288 2,427 2,909 3,370 3,016 3,530 3,662 4,269 5,310 4,471 4,011 v
H Other 23 207 245 208 195 209 212 223 448 395

AUM by Asset Class

90,000 -
_ 80,000 -
Z 70,000 -
o 60,000 -
» 50,000 -
2 40,000 -
= 30,000 -
2 20,000 -
10,000 -
0 I
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
H Alternative 81 830 914 945 2,262 | 2,586 | 1,697 | 3,427 | 1,269
m Currency 33 270 562 907 1,620 1,200 1,386 1,456 1,200 1,185 1,083 712
B Commodity 38 2,111 | 3,915 | 4,951 | 4,921 | 4,831 | 3,744 | 3,985 | 5600 | 6,059 | 7,076 | 5,474
W Debt - Debt 1,695 | 5,435 | 7,943 | 7,501 | 7,914 | 11,547 | 8,720 | 8,217 | 8,308 | 9,555 | 6,584
W Equity 88 1,576 | 6,122 | 23,304 | 29,022 | 27,387 | 31,569 | 28,660 | 39,073 | 42,036 | 49,565 | 52,599 | 62,446 | 59,715
AUM by Domicile Region
90,000 -
80,000 -
70,000 -
- 60,000 - .
=
8 50,000 -
= 40,000 - |
< 30,000 -
20,000 -
10,000 -
0 — -
2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
M Latin America 12 28 34 45 124 59 8 59 38
m Middle East & Africa| 6 290 21 35 93 90 | 3,764 | 3,288 | 4,310 | 3,737 | 3,602 | 3,491 | 3,652 | 2,820
m Europe 82 326 1,166 | 2,918 | 5,889 | 6,873 | 7,511 | 7,257 | 7,365 | 7,265 | 8,088 | 8,632 | 11,149 | 8,235
W Asia-Pacific 43 319 1,583 | 2,172 | 4,662 | 7,085 | 14,475 | 17,032 | 19,837 | 22,376
m North America 961 5,006 | 24,428 | 32,908 | 33,974 | 33,596 | 30,767 | 40,351 | 40,248 | 40,945 | 40,687 | 48,910 | 40,302

As of 28" December 2018

Currency - ™ Altern
1% ative
Commodity =\ 2%
7%

= Debt
9%

m Equity
81%

As of 28" December 2018

Middle
East &
Africa
4%

Europe
11%

Latin
America

—

-,
Asia-
Pacific
30%

\ North
America
55%



Global Asset Allocation

.
Current Allocations December 2018 Flows
As of 28" December 2018; Figures in USD Mil. Over December 2018; Figures in USD Mil.
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Global Asset Allocation - Historical View
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Short & Leveraged Equities

Global Equities
Current Allocations

By Geographic Exposure; As of 28" December 2018; Figures in USD Mil.

“Europe” represents the sum total of ETPs exposed to Europe or European countries.
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Notional AUM by Long / Short ETPs

The sum of the AUM in each ETP multiplied by the absolute value of its leverage factor.

E.g., $1 of assets in a 3x leverage or a 3x short ETP equals $3 of notional AUM
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Net Position

The notional AUM in long ETPs minus the notional AUM in short ETPs. A negative figure
indicates investors have a net short, or net bearish position; a positive figure indicates a

net long or net bullish position
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December 2018 Flows

By Geographic Exposure; During December 2018; Figures in USD Mil.
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Notional Flows by Long / Short ETPs

The net subscriptions for each ETP multiplied by the absolute value of its leverage
factor. E.g., $1 of outflows from a 3x leverage ETP equals -$3 of notional flow
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Global Equities - Historical View

Net Position and Average Investor Leverage Cumulative Asset Flows into Short / Long ETPs

and Net Position Flows
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Europe Equities

.
Current Allocations December 2018 Flows
By Geographic Exposure; As of 28" December 2018; Figures in USD Mil. By Geographic Exposure; Over December 2018; Figures in USD Mil.
“Europe” represents ETPs exposed to Europe as a region.
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The sum of the AUM in each ETP multiplied by the absolute value of its leverage factor. The net subscriptions for each ETP multiplied by the absolute value of its leverage
E.g., $1 of assets in a 3x leverage or a 3x short ETP equals $3 of notional AUM factor. E.g., $1 of outflows from a 3x leverage ETP equals -$3 of notional flow
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Europe Equities - Historical View

Net Position and Average Investor Leverage

Europe (Broad Exposure) Equities

Germany Equities UK Equities

Italy Equities

France Equities
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e Average Investor Leverage (RHS)
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Cumulative Asset Flows into Short / Long ETPs
and Net Position Flows
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Short & Leveraged Government Debt
Global Debt

Current Allocations

By Geographic Exposure; As of 28" December 2018; Figures in USD Mil.
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The sum of the AUM in each ETP multiplied by the absolute value of its leverage factor.
E.g., $1 of assets in a 3x leverage or a 3x short ETP equals $3 of notional AUM

5,000
4,000
3,000
2,000

1,000

mLong = Short

4,459

USA Israel Europe France | Germany S Korea
North ME&A Europe Asia-
America Pacific

Net Position

The notional AUM in long ETPs minus the notional AUM in short ETPs. A negative figure
indicates investors have a net short, or net bearish position; a positive figure indicates a
net long or net bullish position

0

-500
-1,000
-1,500
-2,000
-2,500
-3,000
-3,500
-4,000
-4,500

1 -3,042
-3,982
USA | Israel | Europe | France |Germany| Italy | UK | S Korea |
North ME&A Europe Asia-
America Pacific

December 2018 Flows

By Geographic Exposure; Over December 2018; Figures in USD Mil.
Asset Flows

100 4
35
50 o 5 5
0 4 T T T T
50 =
-100
-150 124 -125
-200 A
-250
-300 -257
-350 A
-349
-400
USA Israel Europe | France |Germany| Italy | UK S Korea
North ME&A Europe Asia-
America Pacific
Asset Flows by Leverage Factor
m-3x m-2x m-1x m2x m3x mOther
200 ~
100 A
0 4
-100 + —
-200 -+
300 | —
400
USA | Israel |Eur0pe | France |Germar\y| Italy | UK |SKOrea|
North ME&A Europe Asia-
America Pacific

Notional Flows by Long / Short ETPs

The net subscriptions for each ETP multiplied by the absolute value of its leverage
factor. E.g., $1 of outflows from a 3x leverage ETP equals -$3 of notional flow

100

-100
-200
-300
-400
-500
-600
-700

mLong = Short

-111

252 257
-583
USA | Israel | Europe | France |Germany| Italy | UK | S Korea |
North ME&A Europe Asia-
America Pacific

Net Position Flows
The notional flow in long ETPs minus the notional flow in short ETPs. A negative figure
indicates net bearish flows, while a positive figure indicates net bullish flows

500
400
300
200
100
0
-100

472

244 257

124
58
-0

USA | Israel |Europe | France |Germany| Italy | UK |SKorea|
North ME&A Europe Asia-
America Pacific

13



Global Debt - Historical View
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Cumulative Asset Flows into Short / Long ETPs
and Net Position Flows
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Short & Leveraged Commodities
Global Commodities

.
Current Allocations December 2018 Flows
By commodity exposure; As of 28" December 2018; Figures in USD Mil; By commodity exposure; Over December 2018; Figures in USD Mil;
Showing the top 10 AUM commodity exposures Showing the top 10 Flows commodity exposures
AUM Asset Flows
Showing commodity exposures with the top 10 AUMs
400 A
2,500 4 2242 350 -
2,000 300 1
250
1,500 200
150 o
1,000
100 -+
500 50 1 0 1 2
0 T T T T
0 & 2 $ &
Wheat  Silver OilBrent Oil Nickel Natural Gold Corn  Copper Coffee v 5°°° Q\,DL\Q 0,\\<2§
Gas
AUM by Leverage Factor Asset Flows by Leverage Factor
m-3x m-2x m-1x m2x m3x mOther m-3x m-2x m-1x m2x m3x mOther
2,500 4 600 -+
500 -+
2,000 . 400
300 -+
1,500 - 200 -
100 -
1,000 [ | 0 ! ! . | . . . . . .
. 100
500 M — . =
4 1 -200 A
. - . -300 -
|
0 — —_— & 2 & & & S $ & & &
S <3 = & O o Q <&
Wheat  Silver OilBrent Oil Nickel Natural Gold  Corn Copper Coffee v 4 \@&\Q -\\Q’\ F ,DQQ\ z«"’\\ QOQQ &
Gas < © N N
Notional AUM by Long / Short ETPs Notional Flows by Long [ Short ETPs
The sum of the AUM in each ETP multiplied by the absolute value of its leverage factor. The net subscriptions for each ETP multiplied by the absolute value of its leverage
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Global Commodities - Historical View
Net Position and Average Investor Leverage
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Cumulative Asset Flows into Short / Long ETPs
and Net Position Flows
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Short & Leveraged Currencies

Global Currencies
Current Allocations

By currency exposure; As of 28" December 2018; Figures in USD Mil;
Showing the top 10 AUM currency exposures

AUM

Showing currency exposures with the top 10 AUMs
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Notional AUM by Long / Short ETPs

The sum of the AUM in each ETP multiplied by the absolute value of its leverage factor.
E.g., $1 of assets in a 3x leverage or a 3x short ETP equals $3 of notional AUM
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Net Position

The notional AUM in long ETPs minus the notional AUM in short ETPs. A negative figure
indicates investors have a net short, or net bearish position; a positive figure indicates a
net long or net bullish position
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By currency exposure; Over December 2018; Figures in USD Mil;
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Notional Flows by Long / Short ETPs

The net subscriptions for each ETP multiplied by the absolute value of its leverage
factor. E.g., $1 of outflows from a 3x leverage ETP equals -$3 of notional flow
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The notional flow in long ETPs minus the notional flow in short ETPs.

A negative figure indicates net bearish flows, while a positive figure indicates net bullish
flows
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Global Currencies - Historical View

Net Position and Average Investor Leverage Cumulative Asset Flows into Short / Long ETPs

and Net Position Flows
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Disclaimer

This communication has been issued by WisdomTree UK Limited (“WTUK”) which is authorised and regulated by the United
Kingdom Financial Conduct Authority (the “FCA”).

For professional clients only. The information contained in this communication is for your general information only and
is neither an offer for sale nor a solicitation of an offer to buy securities or shares. This communication should not be
used as the basis for any investment decision. Investments may go up or down in value and you may lose some or all of
the amount invested. Past performance is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after seeking independent investment, tax
and legal advice.

This communication is not, and under no circumstances is to be construed as, an advertisement or any other step in further-
ance of a public offering of shares or securities in the United States or any province or territory thereof. Neither this document
nor any copy hereof should be taken, transmitted or distributed (directly or indirectly) into the United States.

This communication may contain independent market commentary prepared by WTUK based on publicly available informa-
tion. Although WTUK endeavours to ensure the accuracy of the content in this communication, WTUK does not warrant or
guarantee its accuracy or correctness. Any third party data providers used to source the information in this communication
make no warranties or representation of any kind relating to such data. Where WTUK has expressed its own opinions related
to product or market activity, these views may change. Neither WTUK, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss arising from any use of
this communication or its contents.

This communication may contain forward looking statements including statements regarding current expectations or beliefs
with regards to the performance of certain assets classes and/or sectors. Forward looking statements are subject to certain
risks, uncertainties and assumptions. There can be no assurance that such statements will be accurate and actual results
could differ materially from those anticipated in such statements. WTUK strongly recommends that you do not place undue
reliance on these forward-looking statements.

Any historical performance included in this document may be based on back testing. Back testing is the process of evaluating
an investment strategy by applying it to historical data to simulate what the performance of such strategy would have been.
However, back tested performance is purely hypothetical and is provided in this document solely for informational purposes.
Back tested data does not represent actual performance and should not be interpreted as an indication of actual or future
performance.

WTUK is required by the FCA to clarify that it is not acting for you in any way in relation to the investment or investment activi-
ty to which this communication relates. In particular, WTUK will not provide any investment services to you and or advise you
on the merits of, or make any recommendation to you in relation to, the terms of any transaction. No representative of WTUK
is authorised to behave in any way which would lead you to believe otherwise. WTUK is not, therefore, responsible for provid-
ing you with the protections afforded to its clients and you should seek your own independent legal, investment and tax or
other advice as you see fit.

Short and leveraged exchange-traded products are only intended for investors who understand the risks involved
ininvestingin a product with short and/or leveraged exposure and who intend to invest on a short term basis. Any
investment in short and/or leveraged products should be monitored on a daily basis to ensure consistency with your
investment strategy. You should understand that investments in short and/or leveraged exchange-traded products held
for a period of longer than one day may not provide returns equivalent to the return from the relevant unleveraged
investment multiplied by the relevant leverage factor. Potential losses in short and/or leveraged exchange-traded
products may be magnified in comparison to investments that do not incorporate these strategies. Please refer to the
section entitled “Risk Factors” in the relevant prospectus for further details of these and other risks associated with
an investment in short and/or leveraged exchange-traded products. You should consult an independent investment
adviser prior to making an investment in short and/or leveraged exchange-traded products in order to determine its
suitability to your circumstances.
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