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The third quarter of 2015 was difficult for equities—we saw the VIX cross 40 toward the
end of August, indicating significant uncertainty. what caused this? Put simply, cChina
and the Federal Reserve (Fed). So how did the wisdomTree Indexes fare? Below we Tlook at
Q3’s five best-and worst—performers. Themes We’re Seeing in the Top 5 In such a
tough quarter, one of the key questions becomes, where were the signs of strength? while
all the equity Indexes were negative, we did find a few things that were interesting:

« Domestically Focused U.S. Equities: We believe one of the most important factors
contributing to the performance of U.S. equities in the near- to mid-term future is
currency sensitivity and U.S. versus foreign geographic revenue mix. The WisdomTree
Strong Dollar U.S. Equity Index (Strong Dollar U.S. Equity) held up the best during this
period, as it requires constituents to generate more than 80% of their revenues from
within the United States. If the U.S. economy continues to show relative strength versus
foreign economies and/or the dollar continues to strengthen, then the components of the
Index are better positioned than globally focused multinational companies. o Broad-

Based Hedged Equities: The WisdomTree International Hedged Quality Dividend Growth
Index (Int. Hedged Quality Dividend Growth) was the next best. It’s notable that this

Index had an exposure of fewer than 50 basis points to the Energy sector,! and it also
mitigates exposure to movements of the U.S. dollar versus 1its underlying mix of 12
currencies. o Japan: Then came the WisdomTree Japan Hedged Real Estate Index (Japan
Hedged Real Estate). Higher real estate values are a key element of the Bank of Japan’s
(BOJ) strategy to promote a "wealth effect" where higher asset values feed into consumer
confidence. e U.S. Mid-Caps: The WisdomTree MidCap Dividend Index (U.S. MidCap
Dividend) held up better than either our WisdomTree LargeCap or SmallCap Dividend
Indexes. What we found dintriguing 1is that, for this period, U.S. MidCap Dividend
outperformed the WisdomTree SmallCap Dividend Index 1in every one of the 10 sectors,
telling us that these stocks just held up better in a very broad-based way. e United
Kingdom: The wisdomTree United Kingdom Hedged Equity Index (U.K. Hedged Equity) rounded
out the top five. Over the period, the British pound depreciated by about 3.7% against

the u.s. dollar,? and U.K. equities seen without the additional depreciation of the
currency held up well compared to other markets. Themes We’re Seeing in the Bottom
5 For the contrarians out there, we believe that ultimately these strategies could be
interesting. The trickiest question is when the fundamentals of the underlying stocks—
rather than the currency exposures-will become the primary drivers of performance again.
e Emerging Market Currencies Have Been Weak: Measured against the U.S. dollar,
emerging market currencies—especially those of countries known for their commodity
exports—have been weak. This impacted the WisdomTree Emerging Markets High Dividend (EM
High Dividend) and Emerging Markets Consumer Growth (EM Consumer Growth) Indexes. Some
of the more notable currency moves of the third quarter of 2015, measured against the
U.S. dollar, were as follows: Brazilian real, down 21.4%; Russian ruble, down 15.3%;
Malaysian ringgit, down 14.2%; South African rand, down 12.2%; and Indonesian rupiah,
down 9.0%. Searching for positive currency performance among the major exposures of
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these Indexes was difficult—-even the CcChinese currency, known for a managed policy

against the U.S. dollar, was down more than 2.4% over the quarter.3 « China Has Been
Tough: Wwhile we believe that the WisdomTree cChina ex-State-Owned Enterprises Index
(China ex-State-owned) represents an innovative way to look at China’s equities, this
was nhot the quarter in which china’s equities—-state-owned or otherwise-did well. For
those concerned about the reach of the Communist Party into public companies, however,
this does represent an 1interesting Index to watch. ¢ Commodity Weakness: The
wisdomTree Global Natural Resources Index (Global Natural Resources) 1is designed to
focus on dividend-paying companies that could potentially benefit as commodity prices
increase—in other words, the opposite of what we’ve been seeing in those markets. Should
the tides begin to turn, it could represent an interesting area of focus. o Global
Growth-oriented Japanese Stocks: with all the momentum enjoyed by 3Japanese equities
earlier in 2015, it may be surprising to see the WisdomTree Japan Hedged Capital Goods
Index (Japan Hedged cCapital Goods). Capital goods companies are sensitive to global
growth concerns, particularly fears around china. If the Chinese put together any
infrastructure spending plans, this strategy can come back in focus in the coming

months. WisdomTree’s Top & Bottom 5 Equity Indexes for 3Q15
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Source: Bloomberg, with data for period from 6/30/15 to 9/30/15. Past performance is not indicative of future results.
You cannot invest directly in an index. Index performance does not represent actual fund or portfolio performance. A
fund or portfolio may differ significantly from the securities included in the index. Index performance assumes
reinvestment of dividends but does not reflect any management fees, transaction costs or other expenses that would be
incurred by a portfolio or fund, or brokerage commissions on transactions in fund shares. Such fees, expenses and

commissions could reduce returns.

wWill Uncertainties
Persist? Looking out into the fourth quarter, one of the critical questions concerns
whether uncertainty will continue. One key catalyst could be further stimulus from
either governments or central banks, and we’re certainly watching the BOJ and both the
Chinese monetary and fiscal authorities with particular interest on these fronts. we
believe it is possible we will see coordinated action from the BOJ and the fiscal side
in November and therefore think that Japan exposures should remain in focus—whether from
a sector or broader-based approach. we also believe it is possible the rout in emerging
market currencies 1is overdone as 1investors have become too pessimistic on china’s
economy. We believe it is possible China is working on an infrastructure spending plan
to boost its economy. In that vein, emerging markets, Japanese-oriented global stocks
and currencies could be attractive for those value-seeking 1investors with Tonger

horizons. Isource for exposure to Energy sector: Bloomberg, with data as of
9/30/15. 2source for British pound performance vs. U.S. dollar: Bloomberg, for period

6/30/15-9/30/15. 3source for emerging market currency performance vs. U.S. dollar:
Bloomberg, for period 6/30/15-9/30/15.

Important Risks Related to this Article

Foreign investing involves special risks, such as risk of loss from currency fluctuation
or political or economic uncertainty.

Investments in emerging, offshore or frontier markets are generally less liquid and less
efficient than investments in developed markets and are subject to additional risks,
such as risks of adverse governmental regulation and intervention or political
developments. Investments focused on one country or region may be significantly impacted
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by events and developments associated with the region, which can adversely affect
performance.

Investments 1in currency +involve additional special risks, such as credit risk and
interest rate fluctuations.

Investments 1in commodities may be affected by overall market movements, changes 1in
interest rates and other factors such as weather, disease, embargoes and international
economic and political developments.

Hedging can help returns when a foreign currency depreciates against the U.S. dollar,
but can hurt when the foreign currency appreciates against the U.S. dollar.

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.

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. 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 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 1its
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 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 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 investment 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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DEFINITIONS

Federal Reserve : The Federal Reserve System 1is the central banking system of the
United States.

Basis point : 1/100th of 1 percent.
Wealth effect : when individuals see their investment portfolio increasing in value;
even if they don’t sell and take profits, they tend to feel better about their potential
consumption due to these gains.

Fundamentals : Attributes related to a company’s actual operations and production as
opposed to changes in share price.

Dividend : A portion of corporate profits paid out to shareholders.
Monetary policy : Actions of a central bank or other regulatory committee that
determine the size and rate of growth of the money supply, which 1in turn affects
interest rates.

value : characterized by lower price levels relative to fundamentals, such as earnings
or dividends. Prices are Tower because investors are less certain of the performance of
these fundamentals in the future. This term is also related to the value Factor, which

associates these stock characteristics with excess returns vs the market over tim.

wisdomTree.com = 1-866-909-WISE (9473) WISDOMTREF’



	WISDOMTREE’S BEST AND WORST EQUITY INDEXES: THIRD QUARTER 2015

