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It’s been difficult to talk about emerging markets lately. With the enormous

depreciation of the Russian ruble and the steep decline in oil prices toward the end of

2014, it was hard to find the silver lining. That said, often when it becomes difficult

to even consider discussing—much less investing in—particular markets, it might be time

to take another look. History is full of examples of investors with strong stomachs

making out quite well by buying some of the most unloved markets, sectors or companies

in the world. Surprise! Russian Ruble a Top-Performing Currency of 2015       1

Conditions can change quickly, and while Russia’s Government leadership is by no means

any easier to predict, Brent Crude has come from below $50 to hit above $66. Through May

1, the ruble is up nearly 17%. But since many would never consider allocating strictly

to the ruble, we think that the performance of the MSCI Emerging Markets Index relative

to the S&P 500 Index is even more interesting, as at the end of 2014 we were hearing

another question more and more: “Why should I invest in emerging markets at all?”       

When the S&P 500 is performing strongly, many wonder why they don’t just put all of

their eggs into the U.S. equities basket—especially when it looks like international and

emerging markets are underperforming. But global diversification is important, and thus

far in 2015 we can see why:   Head-to-Head Comparison—S&P 500 Index vs. MSCI    

Emerging Markets Index 

   • MSCI Emerging

Markets Index Flirts with Double Digits in 2015:        As of May 1, the MSCI Emerging

Markets Index was flirting with a double-digit year-to-date return. As shown in the

chart above, the S&P 500 had delivered less than one-third that.   • One-, Three- and

Five-Year Periods Create the “U.S.-Centric” Mentality:      Think about the five-year

period ending May 1, 2015—you need to multiply the returns of the MSCI Emerging Markets

Index by a factor of five to get ahead of the S&P 500 Index. When people see that kind

of gap, it’s no wonder that, in hindsight, they wished they’d gone “all-in” on U.S.

equities. Of course, there is no way to know what the future will bring or what the next
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five years will look like.   • The Need for a Long Memory:      The 10-year and 15-year

periods show that the MSCI Emerging Markets Index is no stranger to outperforming the

S&P 500 Index—it’s just been a while. If year-to-date 2015 is another start of such a

trend, we just think it’s important to remember this asset class.     Unless otherwise

stated, data source is Bloomberg.         1Source: Bloomberg, 5/1/15.

Important Risks Related to this Article

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.

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)
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 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

MSCI Emerging Markets Index     : a broad market cap-weighted Index showing performance

of equities across 23 emerging market countries defined as “emerging markets” by MSCI.

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.
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