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Today, WisdomTree launched the WisdomTree India Hedged Equity Fund (INDH), combining our

currency-hedging knowledge with the increased interest in hedging exposure in the Indian

market. In this blog post, we will outline this new, exciting approach to Indian

equities.

Foreign investor interest in India is perking up.

India-focused ETFs had inflows of $6.7 billion over the last 12 months. To put those

flows into context, China-focused ETFs had net outflows of $2.6 billion over this same

period.2

One of the many reasons for this divergence in flows has to do with India’s superior

economic growth and stock market performance.

Bolstered by increased infrastructure spending by PM Modi’s government, India is transfo

rming from the back office of the world to a leading manufacturer of cutting-edge techno

logy. Economic growth in India has continued to impress, posting an 8.4% surge in the

last quarter of 20223. At this pace, India is set to surpass Japan and Germany to become

the world’s third-largest economy by 2027.4

The MSCI India Index (MXIN), a market gauge of 130 stocks, outperformed the S&P 500, MSC

I ACWI and MSCI Emerging Markets Indexes in the most recent one-year period,5 providing

investors with an almost 37% return. Over the last decade, MSCI India has had a 9.7%

annual return, outpacing the global market (as measured by the MSCI ACWI Index) by more

than 1%.1

Stock performance has been supported by a strong underlying economy, growth in services

and manufacturing, a rise in the ease of doing business, better corporate governance

standards, political stability and favorable global sentiment.

Why Hedge Your Currency Exposure for India?

Emerging market (EM) investors recognize that increased performance potential does not

come without an increase in volatility, driven both by higher volatility in local stocks

and added currency fluctuations. Over the last eight years, the average absolute

difference between USD and local calendar year returns, which isolates currency

volatility, was the following:

Developed international (measured by MSCI EAFE): 5.15%

Emerging markets (measured by MSCI EM): 2.60%

India (measured by MSCI India): 4.74%

In the below chart, we can see the impact of hedging exposure to the Indian rupee (INR)

for a U.S. dollar (USD) investor. On average, USD investors saw the volatility of their

Indian exposure reduced by an average 3.5% annually when hedging out currency movements.

This brought the volatility of their India exposure closer to—if not below—that of U.S.

equity markets.
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Rolling 36m Annual Volatility

For definitions of indexes in the graph above, please visit the glossary. 

One objection to hedging currency is that it can be expensive due to interest rate

differentials—particularly for emerging market foreign exchange (FX). However, the cost

of hedging INR exposure for a USD investor has come down significantly in the past few

years as India’s monetary policy rates have converged and the U.S. has become more

restrictive in its inflation fight. The most recent six-month average implied cost of

carry, or interest rate differential, was -1.54%—there were many years in the last

decade with the Fed anchored at a zero lower bound when the cost of hedging was well

over 5%.

Interest Rate Differential

The WisdomTree India Hedged Equity Index

WisdomTree BLOG ARTICLE

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

https://wisdomtree.com/~/link.aspx?_id=DBAFDA0771F840969CDCD7F97DDB6379&_z=z


WisdomTree has been at the forefront of providing both exposure to the Indian market and

currency hedging for a long time.

In 2008, WisdomTree launched its India Earnings Fund (EPI), which holds close to $3

billion in assets under management (AUM).

And in 2010, WisdomTree launched its currency-hedged franchise, which now includes nine

funds and $9.5 billion in AUM as of April 2024.

Combining our currency-hedging knowledge with the increased interest in hedging exposure

in the Indian market, WisdomTree launched its India Hedged Equity Index (WTIEQH) earlier

this year.

The WTIEQH Index selects the 75 largest Indian securities and weights them by float-

adjusted market capitalization. At rebalance, the single stock exposure is capped at

10%, and sector exposures are capped at 30%. The Index is rebalanced annually in

September using data as of the end of August. The Index is designed to neutralize

fluctuations in the INR using one-month forward rates.

WTIEQH is intended to be a market-type exposure providing added value through its

currency hedge.

Index Top Holdings

Index Sector Weights

Like MSCI India, WTIEQH has significant exposure to the Financials, Information

Technology and Energy sectors.

Sector Exposures
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Introducing the WisdomTree India Hedged Equity Fund (INDH)

The WisdomTree India Hedged Equity Fund (INDH) seeks to track the price and yield

performance, before fees and expenses, of the WisdomTree India Hedged Equity Index.

Why INDH? 

INDH offers a compelling investment opportunity for those looking to gain broad equity

exposure to Indian companies while addressing the potential risks associated with

currency fluctuations. By incorporating a currency hedge, INDH mitigates the impact of

the Indian rupee’s volatility, ensuring that investors can maintain their exposure to

Indian equities without the added uncertainty of currency movements relative to the U.S.

dollar. This strategic approach allows investors to focus on the intrinsic value and

growth potential of Indian companies rather than worrying about the adverse effects of

exchange rate fluctuations on their investments.

 

 

1 Source: Bloomberg. Data as of 3/28/24.

2 Source: Babel, Ayush, “India for the Long Run”, WisdomTree, https://www.wisdomtree.com/

investments/blog/2024/03/21/india-for-the-long-run

3 Forecasts are inherently limited and should not be relied upon when making investment

decisions. There is no guarantee projected growth will occur.

4 Source: WisdomTree. Data from 3/31/23–3/29/24.

5 Source: WisdomTree. Data from 3/31/14–3/29/24. Past performance doesn’t guarantee

future results. It is not possible to invest directly in an index.

Important Risks Related to this Article

There are risks associated with investing, including the possible loss of principal.

Foreign investing involves special risks, such as risk of loss from currency fluctuation

or political or economic uncertainty.  This Fund focuses its investments in India,

thereby increasing the impact of events and developments associated with the region that

can adversely affect performance. Investments in emerging, offshore or frontier markets

such as India are generally less liquid and less efficient than developed markets and

are subject to additional risks, such as risks of adverse governmental regulation and
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intervention or political developments. Please read the Fund’s prospectus for specific

details regarding the Fund’s risk profile.

EPI: As this Fund has a high concentration in some sectors, the Fund can be adversely

affected by changes in those sectors.  Due to the investment strategy of this Fund, it

may make higher capital gain distributions than other ETFs.  

INDH: Investments in currency involve additional special risks, such as credit risk,

interest rate fluctuations and derivative investment risk, which can be volatile and may

be less liquid than other securities, and the effect of varied economic conditions. Due

to the investment strategy of this Fund, it may make higher capital gain distributions

than other ETFs. 

Past performance is not indicative of future results.

You cannot invest directly in an index.

 

For the top 10 holdings of EPI please visit the Fund's fund detail page at https://www.w

isdomtree.com/investments/etfs/equity/epi

For the top 10 holdings of INDH please visit the Fund's fund detail page at https://www.

wisdomtree.com/investments/etfs/equity/indh

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.

Related Blogs

+ India for the Long Run

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)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

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

You cannot invest directly in an index.
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DEFINITIONS

MSCI India Index    : A market capitalization-weighted index designed to measure the

performance of the Indian equity market.

S&P 500 Index : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

MSCI ACWI Index    : A free-float adjusted market capitalization-weighted index that is

designed to measure the equity market performance of developed and emerging markets.

MSCI Emerging Market Index     : The MSCI Em (Emerging Markets) Index is a free-float

weighted equity index that captures large and mid cap representation across Emerging

Markets (EM) countries.

Emerging market   : Characterized by greater market access and less potential for

operational risks when compared to frontier markets, which leads to a larger base of

potentially eligible investors.

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.

MSCI EAFE Index : is a market cap-weighted index composed of companies representative

of the developed market structure of developed countries in Europe, Australasia and

Japan.
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