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During 2014 we’ve noticed that large caps1 tended to outperform both mid-caps2 and small

caps 3 in U.S. equity markets. While there are a lot of active managers4 focused on

different ways to select and build portfolios of U.S. large caps, exchange-traded funds

(ETFs) designed to track the returns of large-cap indexes after costs, fees and expenses

are also becoming more prevalent. To illustrate how the two approaches compare, we

looked at how the WisdomTree LargeCap Dividend Fund (DLN) has done against active

managers in 2014. We chose DLN because by design it provides exposure to some of the

largest dividend-paying companies in the U.S.   Average Annual Returns of DLN   

   DLN against U.S. 

Large-Cap Managers, as of October 31, 2014     

 For definitions of

terms and Indexes in the chart, visit our glossary. • DLN Outperformed More Than 91%

of Large-Cap Active Managers in 2014:      For the year-to-date period through October

31, 2014, DLN’s performance against U.S. large-cap active managers was impressive. We

believe the primary reason for this is that DLN has more than 99% of its weight in

securities greater than $10 billion in market capitalization. Large-cap U.S. stocks have

been performing well, and DLN by design does not have exposure to other market

capitalization size segments.   • 2008 or 2009? Something we’ve heard over time is that

in tough markets active managers can potentially take a portion of their assets and go

into cash, thereby providing a mitigation of downside risk. For this reason you may

think active managers would have tended to outperform DLN in 2008, but that was not the

case. As a matter of fact, DLN outperformed nearly 72% of the large-cap active managers
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in 2008. One caveat is that DLN tends to participate less on the upside. For example,

the Fund faced a much greater headwind from its competition in 2009, when it beat less

than 10% of large-cap active managers.   • What Happened in 2011? DLN beat almost 99%

of active managers in 2011—a much higher percentage than either of its market

capitalization-weighted benchmarks. Focusing on dividends during this period led to a

less than 10% average weight to Financials, a sector that tended to be much more heavily

represented within the market capitalization-weighted benchmarks. Within both of these

benchmark Indexes, Financials was one of the worst-performing sectors during this

period, so DLN’s under-weight to this sector was helpful to relative returns. To learn

more about the WisdomTree LargeCap Dividend Fund (DLN), visit our website. Learn

about our approach to dividends- read "The Dividends of a Dividend Approach" white

paper.         1Source: Bloomberg. Refers to the S&P 500 Index from 12/31/13–10/31/14.

2Source: Bloomberg. Refers to the S&P MidCap 400 Index from 12/31/13–10/31/14. 3Source:

Bloomberg. Refers to the S&P SmallCap 600 Index from 12/31/13–10/31/14. 4Refers to the

active managers within the Morningstar Large Value, Large Blend and Large Growth

categories, which for the period 12/31/13–10/31/14 totaled more than 4,750.

Important Risks Related to this Article

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

focusing their investments on certain sectors increase their vulnerability to any single

economic or regulatory development. This may result in greater share price volatility.

Please read the Fund’s prospectus for specific details regarding the Fund’s risk

profile. Dividends are not guaranteed, and a company’s future ability to pay dividends

may be limited. A company currently paying dividends may cease paying dividends at any

time. High double-digit returns were achieved primarily during favorable market

conditions. Investors should not expect that such favorable returns can be consistently

achieved. A fund’s performance, especially for short periods, should not be the sole

factor in your investment decision.

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.

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.

WisdomTree BLOG ARTICLE

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

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


DEFINITIONS

Active manager : Portfolio managers who run funds that attempt to outperform the market

by selecting those securities they believe to be the best.

Market Capitalization   : Market cap = share prices x number of shares outstanding.

Firms with the highest values receive the highest weights in approaches designed to

weight firms by market cap.

Risk  : Also standard deviation, which measures the spread of actual returns around an

average return during a specific period. Higher risk indicates greater potential for

returns to be farther away from this average.

Market capitalization-weighting   : Market cap = share prices x number of shares

outstanding. Firms with the highest values receive the highest weights in approaches

designed to weight firms by market cap.

Dividend : A portion of corporate profits paid out to shareholders.

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.

S&P MidCap 400 Index     : provides investors with a benchmark for mid-sized companies.

The index covers over 7% of the U.S. equity market, and seeks to remain an accurate

measure of mid-sized companies, reflecting the risk and return characteristics of the

broader mid-cap universe on an on-going basis.

S&P SmallCap 600 Index : Market capitalization-weighted measure of the performance of

small cap equities within the United States, with constituents required to demonstrate

profitability prior to gaining initial inclusion.
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