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It’s difficult to find an edge when investing. In many cases, it comes down to a single

characteristic that has the potential to mitigate an important risk. To that end, we

offer up European small caps. The edge we see? Their dividend yields.   How Does

Dividend Yield Connect to Total Return?      While a higher starting dividend yield can

never guarantee a higher total return, it can start things off with a push in the right

direction, because:   Total Return = Dividend Growth +      Return from Dividend 

Valuation Changes  +  Average Dividend Reinvestment Rate    • Return from Dividend 

Valuation Changes:  This component of the total return would be positive if price

levels were to increase at a faster rate than dividend levels—in other words, if the

price-to-dividend ratio rose or dividend yield compressed and became lower. The higher

starting dividend yield provides cushion and less risk of valuations compressing and

detracting from returns.   • Average Dividend Reinvestment Rate:    This component of

the total return is similar to the average dividend yield over the period—so a higher

starting value provides the potential for a higher overall average. It is in these ways

that we believe a higher starting dividend yield can give an edge in total returns when

compared to a lower dividend yield option.   The WisdomTree Europe Hedged SmallCap   

Equity Index Delivers the Yield Edge More than three-quarters of euro area small-cap

stocks were dividend payers as of March 31, 2015, as compared to only 60% in the U.S1.

The WisdomTree Europe Hedged SmallCap Equity Index focuses on this rich hunting ground

of euro area small-cap dividend payers, and through its methodology delivers a higher

dividend yield than U.S. small caps.   A Higher Dividend Yield Can Come from     

Weighting by  Dividends 

 For definitions of

indexes and terms in the chart, please visit our glossary. • More than 2x the Dividend

Yield: The WisdomTree Europe Hedged SmallCap Equity Index has a dividend yield that was

more than twice that of U.S. small caps. As mentioned earlier, this can signal an

important potential edge in terms of total return.   • Almost 75% Weight in Stocks   

with Dividend Yields above 2%:     It’s interesting to see how this dividend yield is

achieved—clearly weighting by dividends tilts weight toward stocks with higher yields.  

      1Source: Bloomberg.
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Dividends are not guaranteed, and a company’s future ability to pay dividends may be

limited. A company currently paying dividends may cease paying dividends at any time.

Investments focused in Europe are increasing the impact of events and developments

associated with the region, which can adversely affect performance. Investments focusing

on certain sectors and/or smaller companies increase their vulnerability to any single

economic or regulatory development.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

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

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)
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 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Dividend yield : A financial ratio that shows how much a company pays out in dividends

each year relative to its share price.

Return from dividend valuation changes      : Refers to the change in the price-to-

dividend (P/D) ratio over the period being looked at.

Average dividend reinvestment rate     : Refers to the difference between the price

return and the total return of a particular strategy attributable to dividends.

Dividend : A portion of corporate profits paid out to shareholders.

Price-to-dividend ratio : Refers to the index price divided by the trailing 12-month

dividends.

WisdomTree BLOG ARTICLE

WisdomTree.com   1-866-909-WISE (9473)


	GET AN EDGE: LOOK AT EUROPEAN SMALL CAPS

