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Catchy monikers for high-performing stock baskets aren’t going away any time soon.

In 2020, Goldman Sachs identified a group of 11 high-growth European stocks, naming them

the “Granolas.” These stocks would go on to account for 60% of European equity gains

between 2023 and 2024, outperforming the widely discussed Magnificent Seven basket of Am

erican tech giants over the 12-month period ending February 2024.

This year, the bank identified another basket of stocks, this time seven Japanese

companies that have contributed significantly to equity returns in the domestic market:

the Seven Samurai, after the 1954 Akira Kurosawa film of the same name. Interestingly,

this movie was later remade in the U.S. as The Magnificent Seven (sound familiar?).

Selected based on having strong performing and highly liquid shares, the Japanese

companies included in this basket are Advantest, DISCO, Mitsubishi, SCREEN Holdings,

Subaru, Tokyo Electron and Toyota Motors.

Over the past three years, the Seven Samurai delivered a whopping 137% cumulative

return, compared to the Magnificent Seven’s 64%.

Cumulative Three-Year Total Returns, Seven Samurai vs. Magnificent SevenCumulative Three-Year Total Returns, Seven Samurai vs. Magnificent Seven

The Seven Samurai make up roughly 13% of the WisdomTree Japan Hedged Equity Index, which

provides exposure to Japanese equities, favoring companies that derive at least 20% of

their revenues from outside Japan. In addition to its exporter-tilt, the WisdomTree

Japan Hedged Equity Index also hedges against negative yen-dollar exchange rate
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movements.

Seven Samurai in the WisdomTree Japan Hedged Equity IndexSeven Samurai in the WisdomTree Japan Hedged Equity Index

The yen has weakened considerably over the past three years. Expectations that Japan

would reverse long-standing ultra-loose monetary policy and that the U.S. would cut

rates by over 2% resulted in a modest rally at the end of 2023. That rally was short-

lived, however, as the yen weakened by a further 4.4% in January to start the year.

Yen-Dollar Spot RateYen-Dollar Spot Rate

Changes in yen-dollar exchange rates have significant implications for indexes as well

as individual securities. A weakening yen relative to the U.S. dollar causes USD returns

to be depressed relative to local currency returns. Thus, a weakening yen enhances the

returns of hedged equity indexes, which mimic local returns by entering currency

contracts to negate unfavorable FX movements, relative to unhedged indexes. Furthermore,

when the yen is weak relative to the U.S. dollar (and other foreign currencies),

companies that derive most of their revenue overseas (i.e., exporters) can convert their

earnings in foreign currencies to yen at more favorable exchange rates.

As mentioned earlier, the WisdomTree Japan Hedged Equity Index consists of companies

that derive at least 20% of their revenues from outside Japan and is also currency
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hedged. For the last three years, the Index saw enhanced returns from the compounding

effects of hedging the yen and its sole exposure to export-oriented companies that also

see increased revenues from a weaker yen.

Cumulative Three-Year Total Returns, WisdomTree Japan Hedged Equity Index vs.Cumulative Three-Year Total Returns, WisdomTree Japan Hedged Equity Index vs.

MSCI JapanMSCI Japan

Geographic Revenue AttributionGeographic Revenue Attribution

The chart below shows total return breakdowns for different MSCI country/region indexes,

as well as the S&P 500 over the last year in U.S.-dollar terms. Looking at the column

for the MSCI Japan index, we can see downwards pressure on total returns amounting to

almost 16% from FX. By currency hedging returns, investors can mitigate FX headwinds and

aim to isolate the returns of the local stocks themselves, which benefited from margin

expansion, multiple expansion, sales growth and a healthy 2% dividend return.

1-Year Returns Decomposition1-Year Returns Decomposition
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For definitions of indexes in the chart above, please visit the glossary.

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

isdomtree.com/investments/etfs/equity/dxj

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 BlogsRelated Blogs

+ Wait, Did Europe Really Outperform the U.S. over the Last Three Years?

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

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

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

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

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

Seven SamuraiSeven Samurai  : Refers to a group of high-performing Japanese stocks including

Advantest, DISCO, Mitsubishi, SCREEN Holdings, Subaru, Tokyo Electron and Toyota Motors.

Magnificent 7Magnificent 7  : Refers to a group of high-performing U.S. stocks including Microsoft

(MSFT), Amazon (AMZN), Meta (META), Apple (AAPL), Google parent Alphabet (GOOGL), Nvidia

(NVDA), and Tesla (TSLA)

Foreign Exchange (FOREX, FX)Foreign Exchange (FOREX, FX)  : The exchange of one currency for another, or the

conversion of one currency into another currency.

S&P 500 IndexS&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 Japan IndexMSCI Japan Index  : A market cap-weighted subset of the MSCI EAFE Index that measures

the performance of the Japanese equity market.
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