
WisdomTree Investments, Inc.
Form 10-K
February 29, 2016
Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K
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x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
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or
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245 Park Avenue, 35th Floor
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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    x  Yes    ¨  No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    ¨  Yes    x  No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.    x  Yes    ¨  No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).    x  Yes    ¨  No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of the registrant�s knowledge, in definitive proxy
or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K.  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting
company� in 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (Do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨    No  x

At June 30, 2015, the aggregate market value of the registrant�s Common Stock held by non-affiliates (computed by
reference to the closing sale price of such shares on the NASDAQ Global Select Market on June 30, 2015) was
$2,515,088,646.

At February 17, 2016, there were 136,406,918 shares of the registrant�s Common Stock outstanding (voting shares).

DOCUMENTS INCORPORATED BY REFERENCE

The information required by Part III of this Report, to the extent not set forth herein, is incorporated herein by
reference from the registrant�s definitive proxy statement relating to the Annual Meeting of Stockholders to be held in
2016, which definitive proxy statement shall be filed with the Securities and Exchange Commission within 120 days
after the end of the fiscal year to which this Report relates.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, or Report, contains forward-looking statements that are based on our
management�s belief and assumptions and on information currently available to our management. Although we believe
that the expectations reflected in these forward-looking statements are reasonable, these statements relate to future
events or our future financial performance, and involve known and unknown risks, uncertainties and other factors that
may cause our actual results, levels of activity, performance or achievements to be materially different from any future
results, levels of activity, performance or achievements expressed or implied by these forward-looking statements.

In some cases, you can identify forward-looking statements by terminology such as �may,� �will,� �should,� �expects,�
�intends,� �plans,� �anticipates,� �believes,� �estimates,� �predicts,� �potential,� �continue� or the negative of these terms or other
comparable terminology. These statements are only predictions. You should not place undue reliance on
forward-looking statements because they involve known and unknown risks, uncertainties and other factors, which
are, in some cases, beyond our control and which could materially affect our results. Factors that may cause actual
results to differ materially from current expectations include, among other things, those listed in the section entitled
�Risk Factors� and elsewhere in this Report. If one or more of these risks or uncertainties occur, or if our underlying
assumptions prove to be incorrect, actual events or results may vary significantly from those implied or projected by
the forward-looking statements. No forward-looking statement is a guarantee of future performance. You should read
this Report and the documents that we reference in this Report and have filed with the Securities and Exchange
Commission, or the SEC, as exhibits to this Report, completely and with the understanding that our actual future
results may be materially different from any future results expressed or implied by these forward-looking statements.

In particular, forward-looking statements in this Report include statements about:

� anticipated trends, conditions and investor sentiment in the global markets and exchange traded products, or
ETPs, which include exchange traded funds, or ETFs;

� anticipated levels of inflows into and outflows out of our ETPs;

� our ability to deliver favorable rates of return to investors;

� our ability to develop new products and services;

� our ability to maintain current vendors or find new vendors to provide services to us at favorable costs;

� our ability to successfully expand our business into non-U.S. markets;

� timing of payment of our cash income taxes;
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� competition in our business; and

� the effect of laws and regulations that apply to our business.
The forward-looking statements in this Report represent our views as of the date of this Report. We anticipate that
subsequent events and developments may cause our views to change. However, while we may elect to update these
forward-looking statements at some point in the future, we have no current intention of doing so except to the extent
required by applicable law. Therefore, these forward-looking statements do not represent our views as of any date
other than the date of this Report.

2
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PART I

ITEM 1. BUSINESS
Our Company

We are the only publicly-traded asset management company that focuses exclusively on ETPs. We were the eighth
largest ETP sponsor in the world based on assets under management, or AUM, with AUM of $52.4 billion globally as
of December 31, 2015. An ETP is a pooled investment vehicle that holds a basket of securities, financial instruments
or other assets and generally seeks to track (index-based) or outperform (actively managed) the performance of a
broad or specific equity, fixed income or alternatives market segment, or a basket of or a single commodity or
currency (or an inverse or multiple thereof). ETPs are listed on an exchange with their shares traded in the secondary
market at market prices, generally at approximately the same price as the net asset value of their underlying
components. ETP is an umbrella term that includes ETFs, exchange-traded notes and exchange-traded commodities.

Our U.S. listed ETFs make up the vast majority of our global AUM, and are discussed in more detail below. As of
December 31, 2015, we were the fifth largest ETF sponsor in the United States by AUM. Our family of ETFs includes
funds that track our own indexes, funds that track third party indexes and actively managed funds. We distribute our
ETFs through all major channels within the asset management industry, including brokerage firms, registered
investment advisers and institutional investors.

We focus on creating ETFs for investors that offer thoughtful innovation, smart engineering and redefined investing.
Most of our index-based funds employ a fundamentally weighted investment methodology, which weights securities
on the basis of factors such as dividends or earnings, whereas most other ETF industry indexes use a capitalization
weighted methodology. In addition, we also offer actively managed ETFs, which are ETFs that are not based on a
particular index but rather are actively managed with complete transparency into the ETF�s portfolio on a daily basis.
Our broad regulatory exemptive relief enables us to use our own indexes for certain of our ETFs and actively manage
other ETFs.

3
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Our AUM has been growing and reaching record levels each year, which has helped improve our profitability. The
following charts reflect key operating and financial metrics for our business:

4

Edgar Filing: WisdomTree Investments, Inc. - Form 10-K

Table of Contents 9



Table of Contents

The following charts reflect the distribution and asset mix of our U.S. listed ETFs as of December 31, 2015:

Approximately 60% of our AUM have been gathered in two of our U.S. listed ETFs � WisdomTree Europe Hedged
Equity Fund (HEDJ) and WisdomTree Japan Hedged Equity Fund (DXJ) � which invest in European or Japanese
equities, respectively, using our fundamentally weighted approach and, in addition, hedge exposure to the Euro or
Yen. These two products also accounted for approximately 60% of our revenues in 2015.

Our Industry

An ETF is an investment fund that holds securities such as equities or bonds and/or other assets such as derivatives or
commodities, and generally trades at approximately the same price as the net asset value of its underlying components
over the course of the trading day. ETFs offer exposure to a wide variety of asset classes and investment themes,
including domestic, international and global equities, and fixed income securities, as well as securities in specific
industries and countries. There are also ETFs that track certain specific investments, such as commodities, real estate
or currencies.

5
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We believe ETPs, the vast majority of which are comprised of ETFs, have been one of the most innovative investment
products to emerge in the last two decades in the asset management industry. As of December 31, 2015, there were
approximately 1,800 ETPs in the United States with aggregate AUM of $2.1 trillion. The chart below reflects the
AUM of the global ETP industry since 2001:

Source: BlackRock

As of December 31, 2015, we were the fifth largest ETF sponsor in the U.S. and the eighth largest ETP sponsor in the
world by AUM:

Rank ETF Sponsor
AUM (in
billions)

1 iShares $ 1,110
2 Vanguard $ 510
3 State Street $ 443
4 PowerShares $ 102
5 Deutsche Bank $ 86
6 Nomura $ 65
7 Lyxor $ 54
8 WisdomTree $ 52
9 First Trust $ 43
10 Schwab $ 40

Source: BlackRock

According to Morningstar, Inc., ETFs were initially marketed primarily to institutional investors. However, today,
institutional investors account for only about half of the assets held in ETFs. ETFs have become more popular among
a broad range of investors as they come to understand the benefits of ETFs and use them for a variety of purposes and
strategies, including low cost index investing and asset allocation, access to specific asset classes, protective hedging,
income generation, arbitrage opportunities and diversification.

6
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While ETFs are similar to mutual funds in many respects, they have some important differences as well:

� Transparency. ETFs disclose the composition of their underlying portfolios on a daily basis, unlike mutual
funds, which typically disclose their holdings every 90 days.

� Intraday trading, hedging strategies and complex orders. Like stocks, ETFs can be bought and sold on
exchanges throughout the trading day at market prices. ETFs update the indicative values of their underlying
portfolios every 15 seconds. As publicly-traded securities, ETF shares can be purchased on margin and sold
short, enabling the use of hedging strategies, and traded using limit orders, allowing investors to specify the
price points at which they are willing to trade.

� Tax efficiency. In the United States, whenever a mutual fund or ETF realizes a capital gain that is not
balanced by a realized loss, it must distribute the capital gain to its shareholders. These gains are taxable to
all shareholders, even those who reinvest the gain distributions in additional shares of the fund. However,
most ETFs typically redeem their shares through �in-kind� redemptions in which low-cost securities are
transferred out of the ETF in exchange for fund shares in a non-taxable transaction. By using this process,
ETFs avoid the transaction fees and tax impact incurred by mutual funds that sell securities to generate cash
to pay out redemptions.

� Uniform pricing. From a cost perspective, ETFs are one of the most equitable investment products on the
market. Investors, regardless of their size, structure or sophistication, pay identical advisory fees. Unlike
mutual funds, ETFs do not have different share classes or different expense structures for retail and
institutional clients and ETFs are not sold with sales loads or 12b-1 fees. In many cases, ETFs offer lower
expense ratios than comparable mutual funds.

ETFs are used in various ways by a range of investors, from conservative to speculative uses including:

� Low cost index investing. ETFs provide exposure to a variety of broad-based indexes across equities, fixed
income, commodities and other asset classes and strategies, and can be used as both long-term portfolio
holdings or short term trading tools. ETFs offer an efficient and less costly method by which to gain
exposure to indexes as compared to individual stock ownership.

� Improved access to specific asset classes. Investors often use ETFs to gain access to specific market sectors
or regions around the world by investing in an ETF that holds a portfolio of securities in that region or
segment rather than buying individual securities.

� Asset allocation. Investors seeking to invest in various asset classes to develop an asset allocation model in a
cost-effective manner can do so easily with ETFs, which offer broad exposure to various asset classes in a
single security.
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� Protective hedging. Investors seeking to protect their portfolios may use ETFs as a hedge against unexpected
declines in prices.

� Income generation. Investors seeking to obtain income from their portfolios may buy fixed income ETFs
that typically distribute monthly income or dividend-paying ETFs that encompass a basket of
dividend-paying stocks rather than buying individual stocks.

� Speculative investing. Investors with a specific directional opinion about a market sector may
choose to buy or sell (long or short) an ETF covering or leveraging that market sector.

� Arbitrage. Sophisticated investors may use ETFs in order to exploit perceived value differences between the
ETF and the value of the ETF�s underlying portfolio of securities.

� Diversification. By definition, ETFs represent a basket of securities and each fund may contain hundreds or
even thousands of different individual securities. The �instant diversification� of ETFs provides investors with
broad exposure to an asset class, market sector or geography.

ETFs are one of the fastest growing sectors of the asset management industry. According to the Investment Company
Institute, since 2007 ETFs have generated approximately 60% of the total inflows into ETFs and long-term mutual
funds. However, during that time ETFs generated positive inflows into equity funds of approximately $1.1 trillion and
long-term equity mutual funds experienced outflows of approximately $356 billion. We believe this trend is due to the
inherent benefits of ETFs, that is: transparency, liquidity and tax efficiency.

We believe our growth, and the growth of the ETF industry in general, will continue to be driven by the following
factors:

� Education and greater investor awareness. Over the last several years, ETFs have been taking a greater
share of inflows and AUM from mutual funds. We believe as a result of market downturns during the
economic crisis, investors have become more aware of some of the deficiencies of mutual funds and other
financial products. In particular, we believe investors are beginning to focus on important characteristics of
their traditional investments�namely transparency, tradability, liquidity, tax efficiency and fees. Their
attention and education focused on these important investment characteristics may be one of the drivers of
the shift in inflows from traditional mutual funds to ETFs. We believe as investors become more aware and
educated about ETFs and their benefits, ETFs will continue to take market share from traditional mutual
funds and other financial products or structures such as hedge funds, separate accounts and individual stocks.

7
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� Move to fee-based models. Over the last several years, many financial advisers have changed the revenue
model that they charge clients from one that is �transaction-based,� that is, based on commissions for trades or
receiving sales loads, to a �fee-based� approach, where an overall fee is charged based on the value of AUM.
This fee-based approach lends itself to the adviser selecting no-load, lower-fee financial products, and in our
opinion, better aligns advisers with the interests of their clients. Since ETFs generally charge lower fees than
mutual funds, we believe this model shift will benefit the ETF industry. As major brokerage firms and asset
managers encourage their advisers to move towards fee-based models, we believe overall usage of ETFs
likely will increase.

� Innovative product offerings. Historically, ETFs tracked traditional equity indexes, but the volume of ETF
growth has led to significant innovation and product development. As demand increased, the number of
ETFs has also increased and today, ETFs are available for virtually every asset class including fixed income,
commodities, alternative strategies, leveraged/inverse, real estate and currencies. We believe, though, that
there remain substantial areas for ETF sponsors to continue to innovate, including alternative- and
investment theme-based strategies, hard and soft commodities, and actively managed strategies. We believe
the further expansion of ETFs will fuel further growth and investments from investors who typically access
these products through hedge funds, separate accounts, stock investments or the futures and commodity
markets.

� New distribution channels. Discount brokers, including E*Trade, TD Ameritrade, Schwab and Fidelity,
now offer free trading and promotion of select ETFs. We believe the promotion of ETF trading by discount
brokers and their marketing of ETFs to a wider retail channel will contribute to the future growth of ETFs.
Increasingly, institutional investors such as pensions, endowments and even mutual funds are using ETFs as
trading tools as well as core holdings.

� Changing demographics. As the �baby boomer� generation continues to mature and retire, we expect that
there will be a greater demand for a broad range of investment solutions, with a particular emphasis on
income generation and principal protection, and that more of these investors will seek advice from
professional financial advisers. We believe these financial advisers will migrate more of their clients�
portfolios to ETFs due to their lower fees, better fit within fee-based models, and their ability to (i) provide
access to more diverse market sectors, (ii) improve multi-asset class allocation, and (iii) be used for different
investment strategies, including income generation. Overall, we believe ETFs are well-suited to meet the
needs of this large and important group of investors. In addition, since many younger investors and financial
advisers have demonstrated a preference for the ETF structure over traditional product structures, we believe
that wealth transfers from one generation to another will also have a positive effect on ETF industry growth.

� International Markets. We believe the growth of ETFs is a global phenomenon. While the U.S. currently
represents the vast majority of global ETF assets, Europe, Asia and Latin America are growing quickly. The
same growth drivers powering the U.S. ETF industry are gradually taking hold in global markets.
Additionally, there is an increasing trend of non-U.S. institutional investors investing in U.S.-listed ETFs.

� Regulation. When financial professionals are governed by a suitability standard in recommending
investments to their clients, we believe that ETFs are competitive with traditional investment products. If the
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Department of Labor�s rule proposed in April 2015 is adopted such that the fiduciary standard were to replace
the suitability standard with respect to investments governed by the Employee Retirement Income Security
Act (ERISA), we believe that ETFs� competitiveness generally will increase due to the inherent benefits of
ETFs � transparency and liquidity. Additionally, while the shift toward fee-based models continues to take
hold in the U.S. market as described above, regulatory initiatives in international markets are accelerating
this trend in new markets. We believe regulations that discourage a commission model and mandate
transparency of fees are conducive for ETF growth.

Our Competitive Strengths

� Well-positioned in large and growing markets. We believe that ETFs are well positioned to grow
significantly faster than the asset management industry as a whole, making our focus on ETFs a significant
advantage versus other traditional asset management firms. In 2013, 2014 and 2015, we were among the
fastest growing top 10 ETF sponsors and at December 31, 2015 we were the fifth largest ETF sponsor in the
United States by AUM. Within the ETF industry, being a first mover, or one of the first providers of ETFs in
a particular asset class, can be a significant advantage. We believe that our early leadership in a number of
asset classes positions us well to maintain a leadership position.

� Strong performance. We create our own indexes, most of which weight companies in our equity ETFs by a
measure of fundamental value and are rebalanced annually. By contrast, traditional indexes are market
capitalization weighted and tend to track the momentum of the market. In addition, we also offer actively
managed ETFs, as well as ETFs based on third party indexes. In evaluating the performance of our U.S.
listed equity, fixed income and alternative ETFs against actively managed and index based mutual funds and
ETFs, 94% of the $51.1 billion invested in our ETFs and 66% (43 of 65) of our ETFs outperformed their
comparable Morningstar average since inception as of December 31, 2015.

8
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� Differentiated product set, powered by innovation. We have a broad and diverse product set. Our products
span a variety of traditional and high growth asset classes, including equities, fixed income, currencies and
alternatives, and include both passive and actively managed funds. Our innovations include launching the
industry�s first emerging markets small-cap equity ETF, the first actively managed currency ETFs, one of the
first international local currency denominated fixed income ETFs, the first managed futures strategy ETF
and the first currency hedged international equity ETFs.

Our product development strategy comes from two competitive advantages:

� Self-indexing. The majority of our ETFs are based on proprietary WisdomTree indexes which we
believe gives us several advantages. First, it minimizes our third party index licensing fees, which
increases our profitability. Second, because we develop our own intellectual property, we are
intimately familiar with our strategies and able to effectively communicate their value proposition in
the market with research content and support. Third, it can enhance our speed to market and first
mover advantage. Fourth, because these indexes are proprietary to WisdomTree, we may face similar
competition, but we never face exact competition. Our competitors license similar third party indexes
and need to compete on price to differentiate their offerings.

� Broad regulatory relief. Our broad exemptive relief also allows us to bring unique products to markets,
including actively managed funds.

We believe that our expertise in product development combined with our self-indexing capabilities and regulatory
exemptive relief provides a strategic advantage, enabling us to launch innovative ETFs that others may not be able to
launch as quickly.

� Extensive marketing, research and sales efforts. We have invested significant resources to establish the
WisdomTree brand through targeted television, print and online advertising, social media, as well as through
our public relations efforts. The majority of our employees are dedicated to marketing, research and sales.
Our sales professionals are the primary points of contact for financial advisers, independent advisory firms
and institutional investors who use our ETFs. Their efforts are enhanced through value-added services
provided by our research and marketing efforts. We have strong relationships with financial advisers at
leading national brokerage firms, registered investment advisers and high net worth advisers. We believe the
recent growth we have experienced by strategically aligning these adviser relationships and marketing
campaigns with targeted research and sales initiatives with products that align with market sentiment,
differentiates us from our competitors and contributes to our strong inflows.

� Efficient business model with lower risk profile. We have invested heavily in the internal development of
our core competencies with respect to product development, marketing, research and sales of ETFs. We
outsource to third parties those services that are not our core competencies or may be resource or risk
intensive, such as the portfolio management responsibilities and fund accounting operations of our ETFs. In
addition, since we create our own indexes for most of our ETFs, we usually do not incur many licensing
costs.
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� Strong, seasoned and creative management team. We have built a strong and dedicated senior leadership
team. Most of our leadership team has significant ETF or financial services industry experience in fund
operations, regulatory and compliance oversight, product development and management or marketing and
communications. We believe our team, by developing an ETF sponsor from the ground up despite
significant competitive, regulatory and operational barriers, has demonstrated an ability to innovate as well
as recognize and respond to market opportunities and effectively execute our strategy.

Our Growth Strategies

Our goal is to become one of the top five ETF sponsors in the world. In 2009, we were the eleventh largest ETF
sponsor in the U.S. based on AUM. We increased our AUM to become the eighth largest U.S. ETF sponsor in 2010,
the seventh largest in 2012 and the fifth largest in 2015, with $51.6 billion in AUM. We believe our continued
execution will enable us to increase trading volumes and build longer performance track records, which should allow
us to attract additional investors and, in turn, further grow our AUM. We will seek to increase our market share and
build additional scale by continuing to implement the following growth strategies:

� Increase penetration within existing distribution channels and expand to new distribution channels. We
believe there is an opportunity to increase our market share by further penetrating existing distribution
channels, expanding into new distribution channels and by cross-selling additional WisdomTree ETFs. In
order to achieve these objectives, we intend to continue our strategy of targeted advertising and direct
marketing, coupled with our research-focused sales support initiatives, to enhance product awareness and
increase our market share of ETF net inflows. Our share of ETF industry net inflows has fluctuated from
8.0% in 2013, to 2.1% in 2014 and 7.3% in 2015.

� Launch innovative new products that diversify our product offerings and revenues. We believe our track
record has shown that we can create and sell innovative ETFs that meet market demand. We believe that
continued launches of new products will strengthen our business by allowing us to realize additional inflows,
maintain and grow our AUM and generate revenues across different market cycles as particular investment
strategies move in and out of favor.

9
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� Expand internationally and grow non U.S. institutional distribution channel. To date, our sales and
marketing have been principally focused on the domestic U.S. market. However, we have taken steps to
broaden our reach around the world.

� Europe. In April 2014, we completed the acquisition of Boost ETP, LLP, or Boost, a U.K. and Jersey
based ETP provider, and renamed it WisdomTree Europe. Through the WisdomTree Europe platform,
we have listed 12 WisdomTree branded UCITS ETFs, and for some have created additional
currency-hedged share classes, on the London Stock Exchange, Borsa Italiana, Deutsche Börse and
SIX Swiss Exchange, and we continue to manage and grow the Boost lineup of short and leveraged
fully collateralized ETPs under the Boost brand.

� Latin America. We have cross-listed in the special international section on the Mexican stock exchange
32 of our ETFs, where certain institutional investors trade foreign securities in Mexico. Additionally,
13 of our ETFs were approved by the Chilean pension funds investment regulator for sale to Chilean
pension funds and 12 of our ETFs were approved by the Peruvian pension funds investment regulator
for sale to Peruvian pension funds. In 2010, we entered into a marketing arrangement with the
Compass Group to market WisdomTree ETFs in Latin America.

� Australia, New Zealand and Israel. In 2014, we entered into a marketing arrangement with BetaShares
to market our U.S. listed ETFs in Australia and New Zealand, and in 2015, we entered into a similar
arrangement in Israel.

� Japan. We filed notifications with the Financial Services Agency of Japan making 17 of our ETFs
available for sale in Japan through Japanese securities companies. In February 2016, we became
registered as a Type 1 Financial Instruments Business with the Kanto Local Finance Bureau of Japan�s
Ministry of Finance and will serve the institutional market in Japan selling our U.S. listed ETFs.

As ETFs are increasingly traded globally, we believe that international expansion of our marketing, communication
and sales strategies will provide significant new growth avenues to participate in new regional markets as well as
increasing cross-border investments by non U.S. institutional investors. In

� Selectively pursue acquisitions or partnerships. We may pursue acquisitions or enter into partnerships or
other commercial arrangements that will enable us to strengthen our current business, expand and diversify
our product offering, increase our AUM or enter into new markets. We believe entering into partnerships or
pursuing acquisitions is a cost-effective means of growing our business and AUM. In April 2014, we
completed the acquisition of Boost to establish operations in Europe. In January 2016, we acquired the
managing owner of the GreenHaven Continuous Commodity Index Fund (NYSE Arca:GCC) and the
sponsor of the GreenHaven Coal Fund (NYSE Arca:TONS) to add commodities to our product set.

Regulatory Framework of the ETF Industry

Not all ETPs are ETFs. ETFs are a distinct type of security with features that are different than other ETPs. ETFs are
open-end investment companies or unit investment trusts regulated by the Investment Company Act of 1940, or the
Investment Company Act. This regulatory structure is designed to provide investor protection within a pooled
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investment product. For example, the Investment Company Act requires that at least 40% of the Trustees for each
ETF must not be affiliated persons of the fund�s investment manager, or Independent Trustees. If the ETF seeks to rely
on certain rules under the Investment Company Act, a majority of the Trustees for that ETF must be Independent
Trustees. In addition, as discussed below, ETFs have received orders from the staff of the SEC which exempt them
from certain provisions of the Investment Company Act; however, ETFs generally operate under regulations that
prohibit affiliated transactions, are subject to standard pricing and valuation rules and have mandated compliance
programs. ETPs can take a number of forms in addition to ETFs, including exchange traded notes, grantor trusts or
limited partnerships. In the U.S. market, a key factor differentiating ETFs, grantor trusts and limited partnerships from
exchange traded notes is that the former hold assets underlying the ETP. Exchange traded notes, on the other hand, are
debt instruments issued by the exchange traded note sponsor. Also, each of these structures has implications for taxes,
liquidity, tracking error and credit risk.

Because ETFs do not fit into the regulatory provisions governing mutual funds, ETF sponsors need to obtain
�exemptive relief� from the SEC from certain provisions of the Investment Company Act in order to operate ETFs. This
exemptive relief allows the ETF sponsor to bring to market the specific products or structures for which the relief was
requested and obtained. Applying for exemptive relief can be costly and take several months to several years
depending on the type of exemptive relief sought. See �Business�Regulation� below.

Our U.S. Listed Products

As of December 31, 2015, we offered a comprehensive family of 86 ETFs.

International Hedged Equity ETFs

In December 2009, we launched the industry�s first currency hedged equity ETFs and currently have 23 such ETFs in
the market. These ETFs provide exposure to a specified international equity market while hedging the currency
exposure of that market relative to the U.S. dollar. Our international hedged equity ETFs are sub-advised by Mellon
Capital.
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Equity ETFs

We offer equity ETFs that provide access to the securities of large, mid and small-cap companies located in the United
States, international developed markets and emerging markets, as well as particular market sectors and styles. Our
equity ETFs track our own indexes, the majority of which are fundamentally weighted as opposed to market
capitalization weighted indexes, which assign more weight to stocks with the highest market capitalizations. These
fundamentally weighted indexes focus on securities of companies that pay regular cash dividends or on securities of
companies that have generated positive cumulative earnings over a certain period. We believe weighting equity
markets by dividends and income, rather than by market capitalization, can provide investors with better risk-adjusted
returns over longer term periods in core equity exposures. Our equity ETFs are sub-advised by Mellon Capital, a
subsidiary of The Bank of New York Mellon Corporation, or BNY Mellon.

Fixed Income ETFs

In 2010, we began launching international fixed income ETFs that invest in emerging market countries, Asia Pacific
ex-Japan countries or European countries. These ETFs are denominated in either local or U.S. currencies. We intend
to launch additional fixed income bond funds and broaden our product offerings in this category. In December 2013,
we launched a suite of rising rate bond ETFs based on leading fixed income benchmarks we license from third parties
and in July 2015, we launched an ETF that seeks to track a yield-enhanced index of U.S. investment grade bonds. Our
fixed income ETFs are sub-advised by either Mellon Capital or Western Asset Management, a subsidiary of Legg
Mason.

Currency ETFs

We launched the industry�s first currency ETFs in May 2008 using our regulatory exemption for actively managed
funds. We offer currency ETFs that provide investors with exposure to developed and emerging markets currencies,
including the Chinese Yuan and the Brazilian Real. In December 2013, we launched a U.S. Dollar Bullish Fund
licensing a new Bloomberg index. Currency ETFs invest in U.S. money market securities, forward currency contracts
and swaps and seek to achieve the total returns reflective of both money market rates in selected countries available to
foreign investors and changes to the value of these currencies relative to the U.S. dollar. Our currency ETFs are
sub-advised by Mellon Capital and Western Asset Management.

Alternative Strategy ETFs

In 2011, we launched the industry�s first managed futures strategy ETF and a global real return ETF. In 2015, we
launched a dynamic long/short U.S. equity ETF and a dynamic bearish U.S. equity ETF. We also intend to explore
additional alternative strategy products in the future. Our managed futures strategy ETF and dynamic long/short and
bearish U.S. equity ETFs are sub-advised by Mellon Capital and our global real return ETF is sub-advised by Western
Asset Management.

Commodity ETFs

In January 2016, we acquired the GreenHaven family of commodity ETFs, which have been renamed the
WisdomTree Continuous Commodity Index Fund (NYSE Arca:GCC) and the WisdomTree Coal Fund (NYSE
Arca:TONS).

Our Non-U.S. Listed Products
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WisdomTree UCITS ETFs

In connection with our acquisition of Boost and the subsequent build out of our European platform, we have listed six
WisdomTree branded UCITS ETFs, including 10 additional currency hedged share classes, on the London Stock
Exchange, Borsa Italiana, Deutsche Börse and SIX Swiss Exchange, providing exposure to large and small-cap U.S.
and European equities and emerging markets. In April 2015, we listed the WisdomTree ISEQ 20® ETF (ISEQ) on the
London Stock Exchange, concurrent to WisdomTree�s merger with the original ISEQ 20® ETF (IETF).

Boost Short and Leveraged ETPs

As part of the Boost acquisition, we acquired Boost�s short and leveraged fully collateralized equity, commodity, fixed
income and currency ETPs, which are listed in Europe. As of December 31, 2015, there were 64 ETPs on the Boost
platform.

Sales, Marketing and Research

We distribute our ETFs through all major channels within the asset management industry, including brokerage firms,
registered investment advisers and institutional investors. Our primary sales efforts are not directed towards the retail
segment but rather are directed towards the financial or investment adviser who acts as the intermediary between the
end-client and us. We do not pay commissions nor do we offer 12b-1 fees to financial advisers to use or recommend
the use of our ETFs.

We have developed an extensive network and relationships with financial advisers and we believe our ETFs and
related research are well structured to meet their needs and those of their clients. Our sales professionals act in a
consultative role to provide the financial adviser with value-added services. We seek to consistently grow our network
of financial advisers and we opportunistically
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seek to introduce new products that best deliver our investment strategies to investors through these distribution
channels. We have our own team of 55 sales professionals located in the United States as of December 31, 2015. We
plan to continue to increase our sales force and invest in sales-related resources over the course of 2016 to further
penetrate existing sales channels, and to better service new emerging distribution channels.

In addition, we have agreements with third parties to serve as the external marketing agents for the WisdomTree ETFs
in Latin America, Australia, New Zealand and Israel as well as with E*Trade Financial and Charles Schwab & Co. to
allow certain of our ETFs to trade commission free on their brokerage platforms in exchange for a percentage of our
advisory fee revenues from certain AUM. We believe these arrangements expand our distribution capabilities in a
cost-effective manner and we may continue to enter into such arrangements in the future.

Our marketing efforts are focused on three objectives: generating new clients and inflows to our ETFs; retaining
existing clients, with a focus on cross-selling additional WisdomTree ETFs; and building brand awareness. We pursue
these objectives through a multi-faceted marketing strategy targeted at financial advisers. We utilize the following
strategies:

� Targeted advertising. We create highly targeted multi-media advertising campaigns limited to established
core financial media. For example, our television advertising runs exclusively on the cable networks CNBC,
Fox Business and Bloomberg Television; online advertising runs on investing or ETF-specific web sites,
such as www.seekingalpha.com and www.etfdatabase.com; and print advertising runs in core financial
publications, including Barron�s, Pensions & Investments and Investor�s Business Daily.

� Media relations. We have a full time public relations team who has established relationships with the major
financial media outlets including: the Wall Street Journal, Barron�s, Financial Times, Bloomberg, Reuters,
New York Times and USA Today. We utilize these relationships to help create awareness of the WisdomTree
ETFs and the ETF industry in general. Several members of our management team and multiple members of
our research team are frequent market commentators and conference panelists.

� Direct marketing. We have a database of financial advisers to which we regularly market through targeted
and segmented communications, such as on-demand research presentations, ETF-specific or educational
events and presentations, quarterly newsletters and market commentary from our senior investment strategy
adviser, Professor Jeremy Siegel.

� Social media. We have implemented a social media strategy that allows us to connect directly with financial
advisers and investors by offering timely access to our research material and more general market
commentary. Our social media strategy allows us to continue to enhance our brand reputation of expertise
and thought leadership in the ETF industry. For example, we have established presence on LinkedIn, Twitter
and YouTube, and our blog content is syndicated across multiple business-oriented websites.

� Sales support. We create comprehensive materials to support our sales process including whitepapers,
research reports, webinars, blogs, podcasts, videos and performance data for our ETFs.

Edgar Filing: WisdomTree Investments, Inc. - Form 10-K

Table of Contents 22



We will continue to evolve our marketing and communication efforts in response to changes in the ETF industry,
market conditions and marketing trends.

Our research team has three core functions: index development and oversight, investment research and sales support.
In its index development role, the research group is responsible for creating the investment methodologies and
overseeing the maintenance of our indexes that the WisdomTree ETFs are designed to track. The team also provides a
variety of investment research around these indexes and market segments. Our research is typically academic-type
research to support our products, including white papers on the strategies underlying our indexes and ETFs,
investment insights on current market trends, and types of investment strategies that drive long-term performance. We
distribute our research through our sales professionals, online through our website and blog, targeted emails to
financial advisers, or through financial media outlets. On some occasions, our research has been included in �op-ed�
articles appearing in the Wall Street Journal. Shorter research notes are also developed to promote our ideas, which
are distributed online through social media channels. Finally, the research team supports our sales professionals in
meetings as market experts and through custom analysis on client portfolio holdings. In addition, we consult with our
senior investment strategy adviser, Professor Jeremy Siegel, on product development ideas and market commentaries.

Product Development

We are focused on driving continued growth through innovative product development. Due to our broad based
regulatory exemptive relief, proprietary index development capabilities and a strategic focus on product development
at the senior management level, we have demonstrated an ability to launch innovative and differentiated ETFs. When
developing new funds, we seek to introduce product that can be first to market, offer improvement in structure or
strategy relative to an incumbent product or offer some other key distinction relative to an incumbent product. In
short, we want to add choice in the market and seek to introduce thoughtful investment solutions by avoiding
commoditized products. Lastly, when launching new products we seek to expand and diversify our overall product
line.
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Competition

The asset management industry is highly competitive and we face substantial competition in virtually all aspects of
our business. Factors affecting our business include fees for our products, investment performance, brand recognition,
business reputation, quality of service and the continuity of our financial adviser relationships. We compete directly
with other ETF sponsors and mutual fund companies and indirectly against other investment management firms,
insurance companies, banks, brokerage firms and other financial institutions that offer products that have similar
features and investment objectives to those offered by us. The vast majority of the firms we compete with are
subsidiaries of large diversified financial companies and many others are much larger in terms of AUM, years in
operations and revenues and, accordingly, have much larger sales organizations and budgets. In addition, these larger
competitors may attract business through means that are not available to us, including retail bank offices, investment
banking, insurance agencies and broker-dealers.

The ETF industry is becoming significantly more competitive. Certain existing players have chosen to compete on
price in commoditized categories. In addition, we have witnessed existing players broaden their suite of products to
different strategies that are, in some cases, similar to ours. Lastly, large traditional asset managers are also launching
ETFs, some with similar strategies to ours.

We do not know what effect, if any, the launch of these ETFs or price cuts may have on our business. Within the ETF
industry, being a first mover, or one of the first providers of ETFs in a particular asset class, can be a significant
advantage, as the first ETF in a category to attract scale in AUM and trading liquidity is generally viewed as the most
attractive ETF. We believe that our early launch of ETFs in a number of asset classes or strategies, including
fundamental weighting and currency hedging, positions us well to maintain our position as one of the leaders of the
ETF industry. Additionally, we believe our affiliated indexing or �self-indexing� model enables us to launch proprietary
products which do not have exact competition.

We believe our ability to successfully compete will depend largely on our competitive product structure and our
ability to offer exposure to compelling investment strategies, develop distribution relationships, create new investment
products, build trading volume, AUM and outperforming track records in existing funds, offer a diverse platform of
investment choices, build upon our brand and attract and retain talented sales professionals and other employees.

U.S. Regulation

The investment management industry is subject to extensive regulation and virtually all aspects of our business are
subject to various federal and state laws and regulations. These laws and regulations are primarily intended to protect
investment advisory clients and shareholders of registered investment companies. These laws generally grant
supervisory agencies broad administrative powers, including the power to limit or restrict the conduct of our business
and to impose sanctions for failure to comply with these laws and regulations. Further, such laws and regulations may
provide the basis for litigation that may also result in significant costs to us.

We are currently subject to the following laws and regulations, among others. The costs of complying with such laws
and regulations have increased and will continue to contribute to the costs of doing business:

� The Investment Advisers Act of 1940 (Investment Advisers Act). The SEC is the federal agency generally
responsible for administering the U.S. federal securities laws. One of our subsidiaries, WisdomTree Asset
Management, Inc., or WTAM, is registered as an investment adviser under the Investment Advisers Act and,
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as such, is regulated by the SEC. The Investment Advisers Act requires registered investment advisers to
comply with numerous and broad obligations, including, among others, recordkeeping requirements,
operational procedures, registration and reporting and disclosure obligations.

� The Investment Company Act of 1940 (ICA). Nearly all of our WisdomTree ETFs are registered with the
SEC pursuant to the Investment Company Act. These WisdomTree ETFs must comply with the
requirements of the Investment Company Act and related regulations, as well as conditions imposed in the
exemptive orders received by the ETFs, including, among others, requirements relating to operations, fees
charged, sales, accounting, recordkeeping, disclosure and governance. In addition, the SEC has proposed
new and/or revised provisions under the ICA that may impact current and future ETF investments and/or
operations.

� Broker-Dealer Regulations. Although we are not registered with the SEC as a broker-dealer under the
Securities Exchange Act of 1934, as amended, or Exchange Act, nor are we a member firm of the Financial
Industry Regulatory Authority, or FINRA, many of our employees, including all of our salespersons, are
licensed with FINRA and are registered as associated persons of the distributor of the WisdomTree ETFs
and, as such, are subject to the regulations of FINRA that relate to licensing, continuing education
requirements and sales practices. FINRA also regulates the content of our marketing and sales material.

� Internal Revenue Code. The WisdomTree Trust generally has obligations with respect to the qualification of
the registered investment company for pass-through tax treatment under the Internal Revenue Code.

� U.S. Commodity Futures Trading Commission (CFTC) and National Futures Association (NFA). In
2012, the CFTC adopted regulations that have required us to become a member of the NFA and register as a
Commodity Pool Operator for
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a select number of our ETFs. In addition, in January 2016, we acquired the ownership interest in two
commodity pool operators to ETFs that are not registered under the ICA. Each commodity pool operator is
required to comply with numerous CFTC and NFA requirements.

� Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010. This comprehensive overhaul of
the financial services regulatory environment requires federal agencies to implement numerous new rules,
which, as they are adopted may impose additional regulatory burdens and expenses on our business.

With respect to ETFs registered under the ICA, because such ETFs do not fit into the regulatory provisions governing
mutual funds, ETF sponsors need to obtain from the SEC exemptive relief from certain provisions of the ICA in order
to operate ETFs. This exemptive relief allows the ETF sponsor to bring products to market for the specific products or
structures for which the relief was requested and obtained. Applying for exemptive relief can be costly and take
several months to several years depending on the type of exemptive relief sought. In addition, each WisdomTree ETF
is listed on a secondary market, (each, an Exchange) and any new WisdomTree ETF will seek listing on an Exchange.
While the SEC has already approved rules for Exchanges to allow index-based ETFs to list that meet prescribed
requirements (e.g., minimum number, market value and trading volume of securities in the new ETF�s benchmark
index), these rules do not allow any actively managed ETFs or index-based ETFs that do not meet the prescribed
requirements without specific SEC approval. The SEC approval process has historically taken months to complete
and, in some cases, years. The SEC may ultimately determine not to allow such potential new WisdomTree ETFs or
may require strategy modifications prior to approval.

FINRA rules and guidance may affect how WisdomTree ETFs are sold by member firms. Although WisdomTree
currently does not offer so-called leveraged ETFs in the U.S., which may include within their holdings derivative
instruments such as options futures or swaps, recent FINRA guidance on margin requirements and suitability
determinations with respect to customers trading in leveraged ETFs may influence how member firms effect sales of
certain WisdomTree ETFs, such as our currency ETFs, which also use some forms of derivatives, including forward
currency contracts and swaps, our international hedged equity ETFs, which use currency forwards, and our rising rates
bond ETFs and alternative strategy ETFs, which use futures. In September 2015, FINRA issued an investor alert to
help investors better understand �smart beta� products, or products that are linked to and seek to track the performance
of alternatively weighted indices.

Finally, our common stock is traded on the NASDAQ Global Select Market and we are therefore also subject to their
rules including corporate governance listing standards, as well as federal and state securities laws. In addition, the
WisdomTree ETFs are listed on NYSE Arca, the NASDAQ Market and the BATS Exchange, and accordingly are
subject to the listing requirements of those exchanges.

Non-U.S. Regulation

Our operations outside the U.S. are subject to the laws and regulations of various non-U.S. jurisdictions and non-U.S.
regulatory agencies and bodies. As we continue to expand our international presence, a number of our subsidiaries and
international operations have become subject to regulatory systems, in various jurisdictions, comparable to those
covering our operations in the U.S. Regulators in these non-U.S. jurisdictions may have broad authority with respect
to the regulation of financial services including, among other things, the authority to grant or cancel required licenses
or registrations.

Irish and European Regulation
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In connection with our acquisition of Boost and the subsequent build out of our European platform, we are subject to
Irish and European regulation of our WisdomTree UCITS ETFs and Boost ETPs as follows:

WisdomTree UCITS ETFs

The investment management industry in Ireland is subject to both Irish domestic law and European Union law. The
Central Bank of Ireland, or the Central Bank, is responsible for the authorization and supervision of collective
investment schemes, or CIS, in Ireland. CIS�s are also commonly known as funds/schemes. There are two main
categories of funds authorized by the Central Bank, UCITS (Undertaking for Collective Investment in Transferable
Securities) and funds that are not UCITS. ETFs form part of the Irish and European regulatory frameworks that
govern UCITS, with ETFs having been the subject of specific consideration at European level (which is then repeated
and/or interpreted by the Central Bank in its UCITS Notices and Guidance Notes).

One of our subsidiaries, WisdomTree Management Limited, is an Ireland based investment manager providing
investment and other management services to WisdomTree Issuer plc, or WTI, and WisdomTree UCITS ETFs. The
WisdomTree UCITS ETFs are issued by WTI. WTI, a non-consolidated third party, is a public limited company
organized in Ireland and is authorized as a UCITS by the Central Bank. All UCITS have their basis in EU legislation
and once authorized in one European Economic Area, or EEA, Member State, may be marketed throughout the EU,
without further authorization. This is described as an EU passport.

WTI is established and operated as a public limited company with segregated liability between its sub-funds. The
sub-funds are segregated portfolios, each with their own investment objective and policies and assets. Each sub-fund
has a separate authorization from the Central Bank, and each is authorized as an ETF. Each sub-fund tracks a different
index. The index must comply with
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regulatory criteria that govern, among others, the eligibility and diversification of its constituents, and the availability
of information on the index such as the frequency of calculation of the index, the index�s transparency, its
methodology and frequency of calculation. Each sub-fund is listed on the Irish Stock Exchange and has shares
admitted to trading on the London Stock Exchange and, typically, on various European stock exchanges and,
accordingly, is subject to the listing requirements of those exchanges.

WTI is currently subject to the following legislation and regulatory requirements:

� European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations
2011 (as amended) (UCITS Regulations). The UCITS Regulations, which transpose Council Directive
2009/65/EC, Commission Directive 2010/43/EC and Commission Directive 2010/44/EC into Irish law, are
effective from July 1, 2011. UCITS established in Ireland are authorized under the UCITS Regulations.

� Central Bank (Supervision and Enforcement) Act 2013 (Section 48(1)) (Undertakings for Collective
Investment in Transferable Securities) Regulations 2015 (Central Bank UCITS Regulations). The Central
Bank UCITS Regulations were adopted in November 2015 and, together with the UCITS Regulations, any
guidance notes produced by the Central Bank, and the Central Bank forms, they form the basis for all of the
requirements that the Central Bank imposes on UCITS, UCITS management companies and depositaries of
UCITS.

� Central Bank Guidance Notes. The Central Bank has also produced Guidance Notes which provide
direction on issues relating to the funds industry, certain of which set down conditions not contained in the
Regulations with which UCITS must conform.

� The Companies Acts 2014 (Companies Acts). WTI is incorporated as a public limited company under the
Irish Companies Acts. Therefore, WTI is required to comply with various obligations under the Companies
Acts such as, but not limited to, convening general meetings and keeping proper books and records. The
segregation of liability between sub-funds means there cannot be, as a matter of Irish law,
cross-contamination of liability as between sub-funds so that the insolvency of one sub-fund affects another
sub-fund.

� Regulation (EU) No 648/2012 of the European Parliament and of the Council of 4 July 2012 on OTC
derivatives, central counterparties and trade repositories, known as the European Market Infrastructure
Regulation (EMIR). EMIR, which became effective on August 16, 2012, provides for certain
over-the-counter, or OTC, derivative contracts to be submitted to central clearing and imposes, inter alia,
margin posting and other risk mitigation techniques, reporting and record keeping requirements. WTI uses
OTC derivatives instruments to hedge the currency risk of some of its sub-funds, which are subject to EMIR.
WTI has adhered to the 2013 EMIR Portfolio Reconciliation, Dispute Resolution and Disclosure Protocol
published by the International Swaps and Derivatives Association, Inc. The Central Bank has been
designated as the competent authority for EMIR.
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