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If you were to distill wisdomTree’s views on asset allocation right now, we 1like high-
quality stocks with low valuations that pay high Tlevels of dividends. The region where
we’re seeing these views shine the most is in emerging markets. Despite the uncertain
outlook for cChina, we think these three factors can continue to shine in the coming
months.

Persistent outperformance

we first launched the WisdomTree Emerging Markets High Dividend Fund (DEM) back in 2007.
while the narrative around emerging markets has changed significantly since that time,
we are continuing to see our approach to EM add value compared to market cap-weighted
approaches. As we show below, DEM is outperforming on a one-month, three-month, year-to-
date, one-year, three-year, five-year and since-inception basis.

DEM vs. MSCI Emerging Markets Index
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Source: WisdomTree, as of 8/31/23. Past performance Is not Indicative of future results. ou cannot Invest directly Inan Index. The performance data quoted represents past
performance and Isno guarantee of future results. Investment return and principal value of an Investment will fluctuate so that an investor's shares, when
redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than the performance data quoted. Holdings are subject
to change.
For the most recent month-end performance and SEC Standardized performance,
click here.
what’s Driving Returns?
Drilling deeper into the numbers, we examine the three factors that we think are most
responsible for generating outperformance over market cycles.
Dividends for the Long Run
In a recent piece, we showed that dividends accounted for nearly 30% of total returns fo
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r the S&P 500 Index going back to 1957. This 1is rather remarkable given that dividend
yields for the U.S. have been below 2% as companies focused on share buybacks rather
than dividends as a way of returning capital to shareholders. In emerging markets,

nearly 86% of the investable universe pays dividends versus only 73% in the u.s.l are
north of 4%. For this reason, we believe focusing on dividend payers is one way to
increase income potential, but also deliver attractive long-term performance.

In the table below, by breaking the market into five separate groups based on dividend
yield, we show that since inception, the highest-yielding quintile of the MSCI Emerging
Markets Index delivered the highest total returns. while not always the case, the most
direct way to add value over this time period would be by shifting weight 1into the
highest-yielding segments of the market as we do in the wisdomTree Emerging Market High
Dividend Index.

Dividends Driving Returns: 5/31/07-8/31/23 Attribution of WTEMHY vs. MSCI EM
Index

Dividend Yiald Attribution

Attribution Componants Average Category Weight | Category Performance
Index |Benchmark = Benchmark
Weight | Weight
Lst Quintile o o o o o ) o
] " 5.31% -0.82% -2.30% 2.19% 69119 15.78%  53.33%  4.44% 6.29%
{Highast Div. Yiald)
2nd Quintile 0.61% 0.08% 0.12% 0.57% 22.50% B8.83% 3.66%  4.05% 3.28%
ard Quintile 0.46% 1.17% -1.41% 0.70% 4.36% 19.099%  -14.73%  4.18% 2.73%
dth Quintile 0.10% -0.66% 0.45% 0.31% 2.11% 17.74%  -15.63%  0.16% 2.44%
5th Quintile L o ) B _
L 8% 1,700 -0 469 14 15.12% 7.03% 3%
{Lowest Div. Yield)
Zero Div. Yield 1.17% 0.17% -0.64% 0.70% 0.19% 7.89% T1.70%  -0.08% 6.06%
/A 0.26% 0.32% 0.16% 0.22% 1.05% 0.86% 0.19%  -1.02% B.97%
Total 1.05% 0.71% -5.55% 2.21% - . - 4.43% 2.22%

Source: WisdomTree, asof 8/31/23. Past performance Is not Indicathve of future results. You cannot Invest directly In an Index.

valuations

over the medium term, we believe valuations matter. while emerging markets tend to trade
at discounted valuations relative to developed markets on account of structural factors
and risk, allocating to cheaper segments within emerging markets has also been a strong
differentiator for returns.

over the Tast three years, high flying stocks, predominantly from China, have struggled
to deliver on elevated expectations from the market. By contrast, anchoring a portfolio
to Tow P/E stocks has been a solid way to deliver double-digit returns on an annualized
basis. While some 1investors may feel concerned that they “missed the trade,” DEM has
consistently traded at a less than 10 times P/E ratio over this period. This contrasts
to the broader market that has ranged from 11 times to 22 times.

valuations Matter: 8/31/20-8/31/23 Attribution of WTEMHY vs. MSCI EM Index
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Earnings Yield Attribution
Category

Attribution Components Average Category Weight

Parformance

Lst Quintile i :
2.61% BRI 1054 2.68% 52.16% 15.74% 36.42% 4 .89% 4.81%
(Lowest P/E)
2nd Quintile 2.07% 0.03% -0.33% 1.77% 30.519% 18.25% 12.25% 12.51%
ard Quintile -0.32% 3.61% -1.57% 1.72% 10.23% 22.41% -12.18%  20.189% 1.64%
4th Quintile 1.85% 4.73% -4.11% 2.47% 4.00% 24.15% -20.16%  7.63% -8.23%
5th Quintile i i it i o i i i e st
- : 1.02% 0.87% -1.10%, 0.88% 0.99% 12.04% -12.059  -3.84% -7.16%
{Highast F/E)
Negative Earners 0.76% 1.63% -1.52% 0.87% 1.03% 6.15% 5.12%  11.89% -15.04%
/A -0.12% 0.01% 0.09% -0.01% 1.09% 0.25% 0,849 -2.14% -6.00%
Total 1.87% 10.96% -8.44% 10.3%% - - - 9.01% -1.3%%

Source: WisdomTree, asof 8/31/23, Past performance Is not Indlcathve of future results. You cannot Invest directly In an Indax.

Quality

Quality 1is perhaps the most important factor globally at the moment. Investors are
continuing to reward companies that are able to generate attractive levels of return in
capital-efficient businesses. Over the past year, companies generating the highest
return on equity (ROE) delivered double-digit returns whereas companies at the bottom of
the quality spectrum struggled. In our view, the combination of high-quality companies
with attractive dividend yields remains one of our preferred ways of owing emerging
markets for the Tong run.

Quality Rewarded in EM: 8/31/22-8/31/23 Attribution of WTEMHY vs. MSCI EM Index
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Return on Equity Attribution
Attribution Components Average Category Weight | Category Performance
Benchmark
Return
Lst Quintile -~ e o - i g i )
& 0.53% 2.69% -0.09% 3.13% 31.96%  27.62%  4.34% 4.99%
{Highest ROE)
2nd Quintile -0.24% 3.06% 0.03% 2.85% 17.77%  18.04%  -0.27%  17.00% 1.46%
3rd Quintile { ) 141% 0.14% L6l% 22.37%  21.12% L2586 10.97% 5.18%
4th Quintile 0.22% 2.05% 0.29% 2.56% 17.72%  13.81% 3.90%  10.49% -2.35%
5th Quintile T e o o o scio - y -
0.07% 0,659 -0.23% 0.49% 8.01% 13.35% 5.24% 4.48% -0.76%
(Lowest ROE
Negative e K e o - . : _ :
0.98% 0.63% -0.61%6 1.01% 1.72% 5.88% 4.16% 2499 -14.50%
Return
/A 0.00% -0.02%4 -0.0654 -0.08%% 0.44% 0.17% 0.28%  -14.61% 0.71%
Total 1.62% 10.46% -0.52% 11.56% - = - 12.82% 1.25%

Source: WisdomTree, as0f8/31/23. Pagt parformance Is not Indicative of future results. You cannot Invest directly In an Index.

while 1investing in emerging markets continues to carry risks not generally associated
with more developed markets, we believe focusing on fundamentals can add value over
market cycles. By focusing on high-quality companies that pay attractive dividends, our
valuation-sensitive approach to EM has delivered consistent returns that have generated
excess returns versus the market.

1 source: wisdomTree, as of 8/31/23.

Important Risks Related to this Article

There are risks associated with investing, 1including the possible Toss of principal.
Foreign investing involves special risks, such as risk of loss from currency fluctuation
or political or economic uncertainty. Funds focusing on a single sector generally
experience greater price volatility. Investments 1in emerging, offshore or frontier
markets are generally Tless Tiquid and less efficient than investments 1in developed
markets and are subject to additional risks, such as risks of adverse governmental
regulation, intervention and political developments. Due to the investment strategy of
this Fund it may make higher capital gain distributions than other ETFs. Dividends are
not guaranteed, and a company currently paying dividends may cease paying dividends at
any time. Please read the Fund’s prospectus for specific details regarding the Fund’s
risk profile.

For the top 10 holdings of DEM please visit the Fund's fund detail page at https://www.w
isdomtree.com/investments/etfs/equity/dem

For standardized performance and the most recent month-end performance click here NOTE,
this material 1is 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
+ EM Small-Caps: Attractive Valuations and Dividends
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Related Funds
+ WisdomTree Emerging Markets High Dividend Fund

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. 1dinvestors 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 1investments 1in 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 1indicative 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 Tegal
advice. Investors seeking tax or legal advice should consult their tax or Tlegal 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 qinternal 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 dinstruments 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 idinvestment decision and may not be relied on as such. Historical data and
analysis should not be taken as an 1indication 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 1its 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 Tiability for any direct, 1indirect, special, incidental, punitive,
consequential (including Toss 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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