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The decision by the MSCI index family to upgrade Qatar and United Arab Emirates from
"frontier markets" to "emerging markets" is causing ripple effects throughout the
investment world-in both the performance of the underlying markets and shifting
allocations with strategies dedicated to frontier markets. Qatar and UAE have recently
been nearly 40% of the MSCI Frontier Markets 100 Index, and their upgrade will result in

a shift in higher allocations to Kuwait, another Middle Eastern country, and Nigeria.l
MSCI released the names of the individual securities being included in the MSCI Emerging
Markets Indexs from both Qatar and UAE. Of the 19 stocks MSCI 1is adding to the MSCI
Emerging Markets, 16 are in the WisdomTree Middle East Dividend Index (WT Middle East);
as of May 31, these 16 stocks comprised almost half the exposure of this Index. The WT
Middle East thus has half its weight in stocks that will be purchased by broad-based
strategies tracking the MSCI Emerging Markets Index. But there 1is another Middle Eastern
country in focus as a result of this transition of Qatar and UAE: Kuwait 1is the Tlargest
exposure in the MSCI Frontier Markets 100 Index outside of Qatar and UAE and will see an
increase 1in weight within frontier indexes once Qatar and UAE are removed and the Index
and portfolios get rebalanced. Kuwait represents approximately 15% of the exposure in
the WT Middle East and together with Qatar (32%) and UAE (29%), they make up more than

75% of the WT Middle East.? In other words, approximately 75% of the weight of the
WT Middle East is being impacted by this transitional upgrade. The composition of
the frontier market indexes is certainly going to undertake a dramatic shift once this
upgrade 1is completed; it is occurring in stages on a monthly basis from the end of May

through November.3 The exposures embedded in the WT Middle East offer a way to reflect
what is happening in the transitional phase. For a look at the performance of the stocks
being upgraded and how they compare versus the broader Middle East, we have provided the
below analytics. Highlights: e Both UAE and Qatar have outperformed the broader Middle

East over the last one, three and five years.* e UAE stocks on average have performed

better across all periods displayed below compared +to Qatar, but they have

underperformed if you look back to pre-financial crisis levels.® The financial sector
makes up a Targe part of both markets, but it was a more significant drag on the UAE
market. The financial sector has rebounded well and benefited both markets since the
crisis Tows. e Kuwait stocks, although not as high as Qatar and UAE, have also been
beneficiaries of this transition, with one-year average performance numbers of 12.26%.

The MSCI Emerging Markets 1Index return over the period was 5.37%.° Although the
outperformance 1is not as dramatic compared to UAE and Qatar, this 1is impressive given
the fact that the Kuwait effect has not been a focal point of the upgrade announcement.

Many have Tooked at the performance of frontier market indexes as providing some
diversification from general emerging market strategies, with distinct and unique
profiles. A key component to the recent performance over the last three to five years in
these indexes had been their Middle East exposure, which 1is being dramatically cut-as
Qatar and UAE go from large weights in the frontier market indexes to smaller weights 1in
the MSCI Emerging Markets Indexes. This may be motivation to increase allocations to the
Middle East directly as a stand-alone allocation to help maintain the current exposure
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or try to participate in stocks that will see more flows with the upgrade announcement.

Middle East Summary
Country Company Ticker Market Cap () Inm::hl ¥ 1-Year 3-Year S-¥ear
Qa Industries Qatar o ap §  31,376,340,837 6.8TH 18.57% 20013% 20.68% 18.36%
Qa Qatar National Bank QNEK QD $  34,982,175,281 6.34% 9.96% 26.59% 17.47% 29.09%
(s7 Coreden ORDS QD $ 13,634907,772 251% 16.29% 31.09% 17.82% 20.40%
[sT. Commercial Bank of Catar CBOK QD 5 5,856,404,350 1.28% 15.06% 26,66% 12.95% 10.40%
QA Masraf Al Rayan Bank MARK QD § 1351481270 2.20% 118.08% 150.48% AGAEH 42.55%
Qn Doha Bank DHEX QD $  4,471,287616 1.96% 16.28% 4247% 18.29% 21.05%
QA Quatar slamic Bank QUBK QD $ 7.133,349,091 1.77% S1.71% 67.94% 17.94% 13.55%
QA Qatar Electricity & Water QEWS QD § 0 6,043,208,544 1.28% B.73% 57.71% 18.50% 3.86%
QA Barwa Real Estate BRES QD 5 4,617,615,954 1.18% 52.70% TLHR 15.31% 6.05%
UAE First Gulf Bank FGB UM $  19.059,611,484 6.31% 29.80% 62.69% 45.27% 38.94%
UAE Ay Dhabi Commarcial Bank ADCEUH $  14,290,066,530 4.50% 50.42% 92.09% 55.97% 45.52%
UAE National Bank of Abu Dhabi MBAD UH §  22,243,135,654 3TI% 40,14% $2.33% 40.64% %
UAE Dubai islamic Bank DIB UH & £,342,495,882 2.39% 50.70% 145.52% 63.7THR 33.31%
UAE Emaar Properties EMAAR UH $  20,370,343.444 219% 52.54% 95.21% 57.36% 29.54%
UAE DP World Ltd. DPW DU $  17.986,100,000 1.52% 23.93% 33.91% 19.25% 24.92%
UAE ALDAR Properties ALDAR UH $ 9,419,015,233 1.38% 62.58% 110.66% 50.86% 3.45%
KW Mobile Telecommunications Company ZAIN KK $  10,386,963,830 4.92% 6.30% 3.16% -7.33% 2.80%
oW National Bank of Kuwait NBK KK $  16,899,247,340 3.27% 21.84% 13.20% 2.76% 7.99%
KW Kuwait Projects Company KPROJ KK $ 3,814,568, 793 0.94% 27.00% 45.00% 35.35% 17.46%
KW Kuwait Finance House EFIN KK §  12.5%6,170,828 0.50% 17.63% 29.95% 4.75% 3%
EW Agility AGLTY KK 5 3.157.18,277 0.62% 23.35% 20.83% 43.11% 4.94%
KW Kuwait Food Company FOOD KK $  4,048,530,780 0.79% 16.32% 27.95% 26.800% 18.71%
W Boubyan Petrochemical Company BRCC KK $ 1,341,765,957 0.62% 20.05% 20.83% 17.49% 15.46%
KW Ahli United Bank/Kuwait[ALMUTAHED] ALMUTAHE KK | § 3,452,348 908 0.48% 6.70% 3.74% 4.90% 16.90%
W Burgan Bank BURG KK 5 3,446,889,501 0.34% 10.33% -3.58% T.94% 10.59%
KW Mabanee Company MABANEERK | & 2,934,207,574 0.31% 7.39% 6.84% 19.65% 19.24%
KW lkarus Patralewm Industries Company IKARUS KK -3 459,361,702 0.27% 12.41% 38.49% 13.46% 15.32%
KW Kuwait Portland Cement Company PLEM KK H 457,748,562 D.21% B11% 36.45% 1311% 29.5TH
KW Commercial Real Estate Company ALTUARIKK | 5 602,953,688 0.21% 15.40% 7.51% 16.76% «0.60%
KW Internaticnal Bank of Kuwait KIB KK $  L154715,213 0.17% 9.32% 0.45% -0.15% 5,455
KW KGL Logistics Co KS0C LOGISTICKK | § 308,735,362 0.10% -21.50% -30.93% L25% nf
W Awviation Lease and Finance Co. K.5.C.C ALAFCO KK 3 718,937,801 0.08% ~7.04% -12.04% -T.40% B.45%
L) Kuwait Finangial Centre MARKAZNK | § 267,534,043 0.07% -3.28% 0.55% 5.24% 8.34%
QA Cratar § 121,630,102,604 26.5% 38.93% 54.98% 2116% 20.71%
UAE United Arab Emirates § 1LTI0TTLIN 2.0% 44.30% 86.77% 4.7 30.06%
KW Kuwait 5 66,081,526,175% 14.5% 10.38% 12.26% 11.81% 11.51%
WisdomTree Middle East Dividend Index § 416,457,859,680 24.45% 41.07% 19.56% 17.52%

Sources: WisdomTree, Bloomberg, 5/21/09-5/31/14. Returns are in USD. Country summary performances are averages. All index holdings are not displayed
abowve, Past performance is not indicative of future results. You cannet irvest directly in an index. Subject to change

Isource:
MSCI, as of 4/30/14 2source: wisdomTree, as of 5/31/14 3source: MSCI, MSCI Frontier
Markets 100 Index Revised Methodology, April 2014 “sources: wisdomTree, Bloomberg, as of

5/31/14 SSources: wisdomTree, Bloomberg, 7/1/08-5/31/14 1wisdomTr'ee, Bloomberg, 5/31/13-
5/31/14. Kuwait stocks defined as MSCI Kuwait Index. The MSCI Kuwait Index is a market
capitalization-weighted equity index designed to measure the performance of the Kuwaiti
equity market

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 such as the Middle East are generally Tess 1liquid and Tess efficient than
investments in developed markets and are subject to additional risks, such as risks of
adverse governmental regulation and intervention or political developments.

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 1its 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.

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


https://wisdomtree.com/~/link.aspx?_id=629EA1A21F5646E3B6A5AD58E8AAAB5C&_z=z
https://wisdomtree.com/#externalLinkModal

wWisdomTree BLOG ARTICLE

DEFINITIONS

Frontier market : Typically characterized by a higher degree of potential risk,
including issues that may inhibit the flow of assets across national borders and
awareness of potential difficulties for foreigners to establish accounts.

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

operational risks when compared to frontier markets, which leads to a larger base of
potentially eligible investors.

MSCI Frontier Markets 100 Index : 1Includes 100 of the Tlargest and most Tiquid
constituents of the MSCI Frontier Markets Index. The MSCI Frontier Markets Index is a
broad market cap-weighted index, taking investability requirements into consideration,

across 26 countries defined as frontier markets by MSCI.

WisdomTree Middle East Dividend Index : A fundamentally weighted index that measures
the performance of companies in the Middle East that pay regular cash dividends on
shares of common stock and meet specified requirements as of the Index measurement date.

The Index is dividend weighted and updated to reflect market prices and exchange rates.
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