wWisdomTree BLOG ARTICLE

JAPAN: LAND OF THE RISING SUN-
AND RISING DIVIDENDS

Jeremy Schwartz — Global Chief Investment officer
07/06/2015

wisdomTree conducts an annual screening to measure dividends paid in its developed
international Index family. The annual rebalance provides a plethora of data about how
dividends are changing across regions, sectors and companies. At this year’s screening,
there were a few notable standouts in terms of growth in Japan dividends: Japan’s
Dividends Set New Record: This year’s Japan Dividend Stream®measured in the Tocal

currency, the yen-set a new record of ¥9.03 trillion.l This number is almost double what
the Dividend Stream was at 1its bottom in 2010. The growth 1in dividends reflects the
increased profits of corporate 3Japan, as well as companies’ better balance sheet
management. Three-vYear Growth Differentials and Yen Impact: Over the last three
years (since the 2012 Index screening), Japan dividends are up 56% when measured in yen,
but they are down 1.6% when measured in U.S. dollars. This change in the exchange rate
over the Tast three years shows how much currency can detract from the experience of
local markets. In fact, in U.S. dollar terms, the 2015 dividends were Tlower than the
2014 dividends and even lower than the 2012 dividends, before Prime Minister Abe was
elected at the end of 2012 and ushered in new economic initiatives aimed at restoring
growth in Japan. Japan Dividend Stream in both U.S. Dollars (USD) and Yen Terms

Sources: WisdomTree, Bloomberg, Standard 8 Poor's. Universe comprises companies from the WisdomTree DEFA Index
incorperated in Japan. Data includes historical Index screening dates from 5/31/2008 to 5/31/2015. You cannot invest

directly in an index. P
e For definitions of

indexes in the chart, visit our glossary. Sector Dividend Stream Growth was Also
Broadly Positive 1in 3Japan This year’s 14.9% growth in dividends was Tled by the
technology sector, which saw dividends grow by almost 20%. To gain greater insight into
this 20%, we Tlooked at the 10 Targest Japanese dividend payers within this sector. Four
companies stood out for at a minimum doubling their dividends per share compared to the
prior year:

e« Yahoo Japan Corporation: An embodiment of the current Japanese trend of returning

cash to shareholders, Yahoo Japan Corporation doubled its dividend from the 2014

fiscal year. The company was able to pay over ¥50 billion in dividends from -1ts

retained earnings.?

o Tokyo Electron increased 1its dividend per share from ¥25 to ¥68-approximately

170%! The source of this cash: surplus earnings.3
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« seiko Epson corporation increased its dividend per share by 130%!*

« Fujitsu doubled its dividend per share.®

Industrials were another sector with close to 20% growth. Fanuc represented the
Targest Japanese dividend payer in this sector; the firm doubled its dividend payout
ratio from 30% to 60% as part of 1its recent focus on returning more profits to
shareholders. Japan Dividend Stream Growth by Sector
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Sources: WisdomTree, Bloomberg, Standard & Poor’s, as of 5/31/2015. Universe comprises companies from the

WisdomTree DEFA Index incorporated in Japan. You cannot invest directly in an index. . ..
" : ! This new dividend

data not only affords a broad cross-market view of Japan’s fundamentals, but also
provides the basis for relative valuation insights. wisdomTree’s annual rebalance of its
Japan-focused Indexes that entail a disciplined process focused on relative valuations.
These changes generally can be described as:

e Stocks getting more expensive-measured on a price-to-dividend basis-receive Tless

weight

e Stocks getting less expensive-measured on a price-to-dividend basis-receive more

weight
Rebalancing back to the Dividend Stream is a critical way to help manage valuation
risks. Japan’s markets remain among the more reasonably priced 1in the major
international regions; despite strong gains over Tlast three years, the market has been
driven by underlying earnings growth. We see here that the dividend growth also was
fairly healthy, and we think that the renewed focus on shareholder returns being
displayed broadly in Japan has the potential to lead to further growth of dividends in
the future. As of the 5/31/2015 Index screening date, in the WisdomTree DEFA
Index: Yahoo Japan Corporation was a 0.08% weight, Tokyo Electron was a 0.04% weight,
Seiko Epson Corporation was a 0.04% weight, Fujitsu was a 0.03% weight, and Fanuc was a

0.24% weight. lsources: wisdomTree, Bloomberg, Standard & Poor’s, with data as
of the 5/31/15 annual rebalance. 2Source: Yahoo Japan Corporation, Notice of cCash

Dividend Paid from Retained Earnings, 5/21/15. 3source: Tokyo Electron, Notice Concerning
Payment of Dividends from Surplus Earnings (for the Fourth Quarter of the Fiscal Year

Ended March 31, 2015), 5/13/15. %source: Bloomberg. °Source: Bloomberg.

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 focused in Japan increase the impact
of events and developments associated with the region, which can adversely affect
performance. Dividends are not guaranteed, and a company’s future ability to pay
dividends may be T1imited. A company currently paying dividends may cease paying
dividends at any time.

For standardized performance and the most recent month-end performance click here NOTE,
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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

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

Rebalance : An index is created by applying a certain set of selection and weighting

rules at a certain frequency. WwisdomTree rebalances, or re-applies its rules based
selection and weighting process on an annual basis.

Dividends per share : The sum of declared dividends for every ordinary share issued.
Dividend per share (DPS) 1is the total dividends paid out over an entire year (including
interim dividends but not dincluding special dividends) divided by the number of
outstanding ordinary shares issued.

Dividend Payout Ratio : The percentage of earnings paid to shareholders in dividends.
Calculated as yearly dividends per share over earnings per share.

Fundamentals : Attributes related to a company’s actual operations and production as
opposed to changes 1in share price.

Relative value : The relationship between a particular attribute, e.g., a dividend, and
the firm’s share price compared to that of another firm.

Valuation risk : The risk of buying or over-weighting a particular stock that has
appreciated significantly 1in price relative to its dividends, earnings or any other
fundamental metric.
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