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"I skate to where the puck is going to be, not where it has been”

Wayne Gretzky, Professional Ice Hockey Player, and Coach

IN A NUTSHELL

- Thematic investing looks at equity markets in a different way — not according to the companies’ business activities (like
sectors), nor according to fundamental, statistical, or macro metrics (like factors), but with an eye on how an economy

may evolve in the future.

- Since many themes involve portfolios of stocks that a well-diversified investor likely already holds, the financial merit of
thematic investing is not in diversification, but in overweighting exposures in a sensible way to perceived alpha-

generating companies.

- Investors need to think carefully about where thematic investing sits within the tactical and strategic spectrum. Many
themes will take time to play out, but they also can’t be expected to outperform forever. We believe that a thematic

approach sits somewhere in the middle.

Slicing and Dicing in the Securities Kitchen
The most common method for investors to categorize the
equity market is to allocate stocks into one of the 11 sectors
of the Global Industry Classification Standards (“GICS")
created by MSCl and S&P. These sectors examine a
company’s principal business activity and allocate it
accordingly to one sector. The sectors are “mutually
exclusive,” one company can’t be in more than one sector.
Accordingly, sector performance will differ to where the
economy is in the business cycle and is also incorporated
into a well-known investment strategy (“sector rotation”).

Another common way to split-up stocks is according to
“style tilts,” with perhaps the most common delineation
being between “value,” “growth,” and “blend”. Usually,
value implies a stock that is cheap versus some accounting
metric, and growth implies the opposite (with blend of
course somewhere in the middle).

At DWS, thematic investing represents another innovative
way to slice up equity markets. It has similarities to the
sector approach in that, often, though not always, the
companies are broadly involved in a similar economic
activity, but it differs because, like the factor approach, one
company can appear in more than one thematic idea (and
many companies can appear in none).

In some ways thematic investing sits between sector and
factor approaches, but also retains elements of both. The
Venn Diagram in Figure 1 shows our way of capturing these
differences succinctly.
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https://www.msci.com/our-solutions/indexes/gics

Sector Theme

- Stocks are assigned to one
sector, and are strictly
mutually exclusive

- The sectors are categorized
by business activity

- Sectors are used tactically in

sector rotation strategies

by revenue

The Economy of Tomorrow

Thematic investing introduces two novel concepts that
investors need to incorporate into their mindset. The first
concept is to recognize that the reason for slicing the
market differently is to capture a novel investment thesis -
that the economy will be significantly influenced by the
theme in the future, and that the capital markets will
eventually price in that influence (hence the title of the
paper, Skating to the Economic Puck). So, for example,
someone investing in a semiconductor theme should
believe that the economy will evolve in a way that makes
the design, manufacture, and supply of semiconductors
more relevant than the market is likely pricing in today. The
idea is not so much that the themes are critical in today’s
economy, but that they will be even more critical or
pervasive in the future economy.

The second concept is subtle, but important. Many
investors (especially in the passive camp) believe that
equity markets are fairly representing a future economy
today, and that any future growth is already accurately
priced in. Others believe that through fundamental,
technical, or quantitative analysis, investors can pick
specific winning stocks that are expected to outperform.
Thematic investors are in a third camp, believing both that
certain trends will be more relevant in the future than priced
in today, and that implementing that view via investing in a
broader group of companies is preferable to specific

stock picking.

What is the Timeframe?

Our view is that successful thematic investing is likely to

play out over a timeframe that is too long to be useful for
which tends to capture

- Themes need time to work,
but can't outperform forever

Factor

- Stocks can have more than one
factor exposure

- The factors are defined by
macro, fundamental, or
statistical metrics

- Factors are used strategically
and need a very long
investment horizon

- Stocks can either be in the same
sector, or span multiple sectors

- The themes align with a
compelling trend, e.g.,

short-term dynamics. We believe that a thematic investing
process strives not to concern itself with most of the “noisy”
day-to-day market dynamics.

Of course, having said that, we need to consider the end of
the timeframe too. The idea behind factor investing is that
there are long run alpha generators that investors can
capture without an end date in sight. They historically do not
work all the time, and indeed can detract from performance
for extended periods. However, for those investors with
extremely long horizons, they might be of interest.

In contrast to this we don't argue that thematic investing can,
or will, always outperform. And the reason for this is that, just
as an investor believes that a theme is not currently priced in
by today’s market, they should probably accept that one day
this condition will go away, i.e., that there will be some sort
of convergence between their view and the market’s. One
would anticipate that outperformance should attract other
investors who will bid up prices and lower expected returns
to align with the rest of the market more closely. So, the
bottom line is that investors should think hard about what
they are trying to achieve with their thematic allocations, and,
in addition to the decision to buy, should think carefully about
what would represent the right time to sell.

Portfolio Risk
Introducing thematics into an allocation does not
necessarily reduce overall portfolio risk. An important
aspect of risk is that of single stock positions

versus baskets of securities

Investors that express a thematic view via a single stock
holding take on specific company risk that is hard to
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https://www.investopedia.com/terms/t/tacticalassetallocation.asp
https://www.investopedia.com/terms/i/idiosyncraticrisk.asp
https://www.investopedia.com/terms/i/idiosyncraticrisk.asp
https://www.investopedia.com/terms/s/systematicrisk.asp

eliminate. This may be acceptable, but for those that
approach this from a more “top-down” approach, company
specific risk may be an unintended consequence. Investing
in a broad portfolio of stocks enables investors to minimize
the volatility that a single or limited number of stocks can
potentially generate.

Conclusions

Thematic investing represents a relatively new way of
carving up equity markets, and, as such, requires investors
to think carefully about several issues. Amongst these are:
Whether the thematic aligns with their view of how the
economy, and the stock market, will develop in the future.
The timing of the exposure - we believe that thematics are
not tactical in nature, but nor can they be expected to
outperform forever.

The impact that the thematic will have on the portfolio, in
terms of volatility. Thematics often do not play the role of
diversifiers (in the sense that allocations blended with a
market weighted portfolio tend to slightly increase risk),
though that may not be true all of the time.

The potential advantage that thematic approaches have
over single stock exposures. Expressing a thematic view via
holdings in one, or just a few, single stock positions, runs
the risk of company specific exposures for which investors
are not compensated. Thematics typically contain multiple
holdings, and that idiosyncratic risk tends to diversify away
as a result. Investors will still have other risks to consider,
including market risk, and, of course, risk to the

theme itself.

Discover Xtrackers Thematic Investing
Solutions

Xtrackers Artificial Intelligence
and Big Data ETF

XAIX provides targeted exposure to companies that
are at the forefront of the Al innovation. XAIX focuses
on the architects of Al's future, not merely the
beneficiaries of its progress.

Xtrackers US National Critical
Technologies ETF

CRTC invests in companies that support critical
emerging technologies across the U.S. and its allies
that satisfy key criteria related to their association with
critical technology sectors and their geopolitical risk
rating.

Xtrackers Semiconductor Select
Equity ETF
CHPS invests in securities that have business

operations in the semiconductor industry and that
fulfill certain sustainability criteria.

Xtrackers Cybersecurity Select ETF

PSWD invests in securities that have business
operations in the field of cyber security and that fulfill
certain sustainability criteria.

Xtrackers US Green Infrastructure Select
Equity ETF

UPGR invests in companies that have business
exposure in the production, generation, or distribution
of green energy or are engaged in the establishment of
a sustainable infrastructure to enable the use of
renewable energy. This includes the following
industries: Green mobility, green fuel, green energy,
green wholesale power, environmental services and
pollution control.

CHPS
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https://etf.dws.com/en-us/AssetDownload/Index/a433f119-486f-48e3-8a80-ea800d818f5b/XAIX-Fact-Sheet.pdf
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https://etf.dws.com/en-us/AssetDownload/Index/1538759f-52b9-4338-912d-1d065876c6cf/UPGR-Fact-Sheet.pdf

Important information

Any opinions stated reflect the current assessment and are subject to change without notice. This information is subject to change at any
time, based upon economic, market and other considerations and should not be construed as a recommendation

DWS X-trackers ETFs ("ETFs") are managed by DBX Advisors LLC (the "Adviser"), and distributed by ALPS Distributors, Inc. (“"ALPS"). The
Adviser is a subsidiary of DWS and is not affiliated with ALPS.

Investing involves risk, including possible loss of principal. Stocks may decline in value. Bond investments are subject to interest-rate,
credit, liquidity and market risks to varying degrees. When interest rates rise, bond prices generally fall. Foreign investing involves greater
and different risks than investing in US companies, including currency fluctuations, less liquidity, less developed or less efficient trading
markets, lack of comprehensive company information, political instability and differing auditing and legal standards. Emerging markets
tend to be more volatile and less liquid than the markets of more mature economies, and generally have less diverse and less mature eco-
nomic structures and less stable political systems than those of developed countries. Funds investing in a single industry, country or in a
limited geographic region generally are more volatile than more diversified funds. Uncertainties in the Chinese tax rules governing taxation
of income and gains from investments in A-shares could result in unexpected tax liabilities for the Fund which may reduce Fund returns.
Any reduction or elimination of access to A-shares will have a material adverse effect on the ability of the fund to achieve its investment
objective. Special risks associated with investments in Chinese companies include exposure to currency fluctuations, less liquidity, less
developed or less efficient trading markets, lack of comprehensive company information, political instability and differing auditing and
legal standards the nature and extent of intervention by the Chinese government in the Chinese securities markets, and the potential una-
vailability of A shares. Performance of a Fund may diverge from that of an Underlying Index due to operating expenses, transaction costs,
cash flows, use of sampling strategies or operational inefficiencies. There are additional risks associated with investing in high-yield bonds,
aggressive growth stocks, non-diversified/concentrated funds and small- and mid-cap stocks which are more fully explained in the pro-
spectuses, as applicable. An investment in any Fund should be considered only as a supplement to a complete investment program for
those investors willing to accept the risks associated with that fund. Please read the prospectus for more information.

The brand Xtrackers represents all systematic investment solutions. Xtrackers ETFs ("ETFs") are managed by DBX Advisors LLC (the "Ad-
viser"), and distributed by ALPS Distributors, Inc. (“ALPS”). The Adviser is a subsidiary of DWS Group GmbH & Co. KGaA, and is not affili-
ated with ALPS. Shares are not individually redeemable, and owners of Shares may acquire those Shares from the Fund, or tender such
Shares for redemption to the Fund, in Creation Units only. The brand DWS represents DWS Group GmbH & Co. KGaA and any of its subsid-
iaries such as DWS Distributors, Inc., which offers investment products, or DWS Investment Management Americas, Inc. and RREEF Amer-
ica L.L.C., which offer advisory services.

Carefully consider the fund's investment objectives, risk factors, and charges and expenses before investing. This and other infor-
mation can be found in the fund's prospectus, which may be obtained by calling 1-844-851-4255, or by viewing or downloading a
prospectus from www.Xtrackers.com. Read the prospectus carefully before investing.

ESG investment strategy risk:

The Underlying Indices’ ESG methodology, and thus the Funds’ investment strategy, limits the types and number of investment op-
portunities available to the Funds and, as a result, the Fund may underperform other funds that do not have an ESG focus. The Un-
derlying Index’s ESG methodology may result in the Fund investing in securities or industry sectors that underperform the market as
a whole or underperform other funds screened for ESG standards. In addition, the index provider may be unsuccessful in creating an
index composed of companies that exhibit positive ESG characteristics.

War, terrorism, sanctions, economic uncertainty, trade disputes, public health crises and related geopolitical events have led and, in the
future, may lead to significant disruptions in U.S. and world economies and markets, which may lead to increased market volatility and
may have significant adverse effects on the fund and its investments.

CRTC

Risk: Critical technologies are technologies that are deemed to be vital to maintaining the national security of the U.S. now and in the fu-
ture. Companies involved in critical technologies may be subject to a significant amount of governmental regulation, and changes in gov-
ernmental policies and the need for regulatory approvals may have a material adverse effect on the critical technologies and the compa-
nies involved with them. Critical technologies companies are heavily dependent on patent and intellectual property rights which may be
difficult to protect. Investing involves risk, including the possible loss of principal. Stocks may decline in value. This fund is non-diversified
and can take larger positions in fewer issues, increasing its potential risk. An investment in the fund should be considered only as a supple-
ment to a complete investment program for those investors willing to accept the risks associated with the fund. Please read the prospec-
tus for more information.

CHPS

Risk: Companies in the semiconductor field face intense competition, both domestically and internationally, which may have an adverse
effect on profit margins. Cybersecurity companies also face heightened risk due to their dependence on the availability of materials that
meet exacting standards, to reliance on a limited number of suppliers and by potential loss or impairment of patent and intellectual prop-
erty rights. Incorporation of ESG criteria in the fund’s investment strategy does not guarantee a return or protect against a loss, limits the
types and number of investment opportunities available to the fund and, as a result, the fund may underperform other funds that do not
have an ESG focus. Regulatory changes or interpretations regarding the definitions and/or use of ESG criteria could have a material ad-
verse effect on the fund’s ability to invest in accordance with its investment policies and/or achieve its investment objective, as well as the
ability of certain classes of investors to invest in funds following an ESG strategy such as the fund. Foreign investing involves greater and
different risks than investing in U.S. companies, including currency fluctuations, less liquidity, less developed or less efficient trading
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markets, lack of comprehensive company information, political instability and differing auditing and legal standards. Any fund that focuses
in a particular segment of the market or region of the world will generally be more volatile than a fund that invests more broadly. This fund
is non-diversified and can take larger positions in fewer issues, increasing its potential risk. An investment in the fund should be consid-
ered only as a supplement to a complete investment program for those investors willing to accept the risks associated with the fund.
Please read the prospectus for more information.

PSWD

Risk: Companies in the cybersecurity field face intense competition, both domestically and internationally, which may have an adverse
effect on profit margins. Companies in the cybersecurity field also face heightened risk caused by obsolescence due to rapid technological
developments, by potential loss or impairment of patent and intellectual property rights and by the risk of cyber-attacks. Incorporation of
ESG criteria in the fund'’s investment strategy does not guarantee a return or protect against a loss, limits the types and number of invest-
ment opportunities available to the fund and, as a result, the fund may underperform other funds that do not have an ESG focus. Regula-
tory changes or interpretations regarding the definitions and/or use of ESG criteria could have a material adverse effect on the fund'’s abil-
ity to invest in accordance with its investment policies and/or achieve its investment objective, as well as the ability of certain classes of
investors to invest in funds following an ESG strategy such as the fund. Foreign investing involves greater and different risks than investing
in U.S. companies, including currency fluctuations, less liquidity, less developed or less efficient trading markets, lack of comprehensive
company information, political instability and differing auditing and legal standards. Any fund that focuses in a particular segment of the
market or region of the world will generally be more volatile than a fund that invests more broadly. This fund is non-diversified and can
take larger positions in fewer issues, increasing its potential risk. An investment in the fund should be considered only as a supplement to
a complete investment program for those investors willing to accept the risks associated with the fund. Please read the prospectus for
more information

UPGR

Risk: The fund will be sensitive to, and its performance will depend to a great extent on, the overall condition of green or low carbon infra-
structure companies. These investments are considered to be speculative and are subject to greater risk of loss, greater sensitivity to inter-
est rate and economic changes, valuation difficulties and potential illiquidity. The fund will be sensitive to, and its performance will depend
to a greater extent on, the overall condition of green or low carbon energy companies. Such companies face enhanced risks caused by
factors including changes in government regulations, the impact of adverse weather conditions and on the demand for renewable energy
production. Incorporation of ESG criteria in the fund’s investment strategy does not guarantee a return or protect against a loss, limits the
types and number of investment opportunities available to the fund and, as a result, the fund may underperform other funds that do not
have an ESG focus. Regulatory changes or interpretations regarding the definitions and/or use of ESG criteria could have a material ad-
verse effect on the fund’s ability to invest in accordance with its investment policies and/or achieve its investment objective, as well as the
ability of certain classes of investors to invest in funds following an ESG strategy such as the fund. Any fund that focuses in a particular
segment of the market or region of the world will generally be more volatile than a fund that invests more broadly. This fund is non-diversi-
fied and can take larger positions in fewer issues, increasing its potential risk. An investment in the fund should be considered only as a
supplement to a complete investment program for those investors willing to accept the risks associated with the fund. Please read the
prospectus for more information.

XAIX

Risk: Companies involved in artificial intelligence and big data face intense competition, may have limited product lines, markets, financial
resources and personnel. Artificial intelligence and big data companies are also subject to risks of new technologies and are heavily de-
pendent on patents and intellectual property rights and the products of these companies may face obsolescence due to rapid technologi-
cal developments. Incorporation of ESG criteria in the fund’s investment strategy does not guarantee a return or protect against a loss,
limits the types and number of investment opportunities available to the fund and, as a result, the fund may underperform other funds that
do not have an ESG focus. This fund is non-diversified and can take larger positions in fewer issues, increasing its potential risk. An invest-
ment in this fund should be considered only as a supplement to a complete investment program for those investors willing to accept the
risks associated with the fund. Please read the prospectus for more information.

Solactive

Solactive AG (“Solactive”) is the licensor of the Solactive Whitney U.S. Critical Technologies Index (the “Index”). The Index has been devel-
oped in cooperation with J.H. Whitney Data Services, LLC (“J.H. Whitney”). The financial instruments that are based on the Index are not
sponsored, endorsed, promoted or sold by Solactive or J.H. Whitney in any way and Solactive or J.H. Whitney make no express or implied
representation, guarantee or assurance with regard to: (a) the advisability of investing in the financial instruments; (b) the quality, accuracy
and/or completeness of the Index; and/or (c) the results obtained or to be obtained by any person or entity from the use of the Index.
Solactive or J.H. Whitney do not guarantee the accuracy and/or the completeness of the Index and shall not have any liability for any errors
or omissions with respect thereto. The Index has not been designed to achieve positive returns and neither Solactive nor J.H. Whitney is
acting as a fiduciary or investment adviser for any user of the Index or investor in any financial instrument based on the Index. Notwith-
standing Solactive's obligations to its licensees, Solactive reserves the right to change the methods of calculation or publication with re-
spect to the Index and Solactive or J.H. Whitney shall not be liable for any miscalculation of or any incorrect, delayed or interrupted publi-
cation with respect to the Index. Solactive or J.H. Whitney shall not be liable for any damages, including, without limitation, any loss of
profits or business, or any special, incidental, punitive, indirect or consequential damages suffered or incurred as a result of the use of (or
inability to use) the Index.

Nasdaq

Nasdaq Global Artificial Intelligence and Big Data Index is a registered trademark of Nasdaq, Inc, (which with its affiliates is referred
to as the “Corporations”) and is licensed for use by DBX Advisors LLC. The Fund has not been passed on by the Corporations as to
their legality or suitability. The Fund is not issued, endorsed, sold, or promoted by the Corporations. THE CORPORATIONS MAKE
NO WARRANTIES AND BEAR NO LIABILITY WITH RESPECT TO THE FUND.
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Investment products: No bank guarantee | Not FDIC insured | May lose value
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