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At this time each year, while the market confounds investors and scales new heights, I
Tike to reflect on the constant talk that market prices Took expensive. One narrative
has been that the market was driven by global liquidity, monetary policy and the U.S. Fe
deral Reserve (Fed)-and as the Fed continues along its path to hike interest rates, we’d
see less support for market prices.

The chart below shows that these Tast seven to eight years have NOT been just a Fed-
driven market, but rather that there have been solid fundamental signs underpinning the
market rally. The chart tracks the growth of the Indicated Dividend Stream® for the U.S.
markets (measured by the 1indicated dividends of the wisdomTree Dividend Index) and
1

compares it to general trends in market prices.
Dividend Growth Outpacing Price Growth

Dividend Growth: In the last nine years, the indicated Dividend Stream has grown 58%,
from $289 billion to $456 billion. This was higher than price growth over the same
period.

Price Growth: Tracking the market price change-measured by price changes on the Russell
3000 Index—market prices did not keep pace, only growing at a clip of around 53%.

Using a dividend change versus price change model, one could say the market has gotten
Tess expensive on a price-to-dividend basis, as dividends grew faster than market
prices. This 1is the underlying fundamental support I refer to in saying this was not
just a Fed-driven market.

Dividend vs. Price Trends

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


https://wisdomtree.com/blog/glossary#liquidity
https://wisdomtree.com/blog/glossary#monetary-policy
https://wisdomtree.com/blog/glossary#federal-reserve
https://wisdomtree.com/blog/glossary#interest-rates
https://wisdomtree.com/blog/glossary#fundamentals
https://wisdomtree.com/blog/glossary#dividend-stream
https://wisdomtree.com/blog/glossary#dividend
https://wisdomtree.com/index/wtdi
https://wisdomtree.com/blog/glossary#russell-3000-index

wWisdomTree BLOG ARTICLE

5500 -
W Dividend Stream

_ 5441
5430 m WisdomTree Dividend Index Prices

$410
3400 - Russell 3000 Prices
$366
$350 - $329
sa00 - 5289 $284
5267
5250 5244
221
5200
5150
5100 -
550 -
50 - : : : : : :

11}30}'200? 11}30}2008 11/30/2009 11/30/2010 11/30/2011 11/30/2012 11/30/2013 11/30/2014 11/30/2015 11/30/2016
Sources: WisdomTree, Bloomberg, 11/30/07-11/30/16. Past performance is not indicative of future results. You cannat invest
directly in an index

$456

S Billions

Dividend Stream: refers to the regular dividends per share multiplied by the number of shares cutstanding for the WisdomTree
Dividend Index, WisdomTree and Russell Price Index values are rebased or "reset” to match starting dividend stream value for
growth comparison purposes. Instead of starting at a commen value like 0 or 100 for all, we have chosen to start the growth chart
at $289, which was the dividend stream level as of 11/30/07. WT Dividend Index Prices refers to the price level of the WisdomTree
Dividend Index. Russell 3000 Prices refers to the price level of the Russell 3000 Index

Note: Price Tlevels of dividend payers (the wisdomTree Dividend Index) were up 36.6%,
which 1is less than those of a broad market such as the Russell 3000. But the higher
average dividend yields over this nine-year period more than made up for the sTower
price growth on a total return basis, and total returns for the WwisdomTree Dividend
Index over these last nine years were slightly ahead of the Russell 3000.
Index Performance
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Sources: WisdomTree, Bloomberg, 11/30/07-11/30/16. Past performance is not indicative of future results. You cannot
invest directly in an index.

For standardized performance of the wisdomTree Dividend Index, click here.
Future Trends for Dividends

we recently highlighted that this year’s growth in the total indicated Dividend Stream w
as the slowest growth since 2010, perhaps leading to some concern that the fundamentals
underpinning this market higher are turning into a market headwind.

But wisdomTree believes dividends are 1ikely to stay in focus over the coming years, as
new corporate tax policy takes center stage. Both the reduction in the effective tax
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rate that President-elect Trump says he will focus on as well as plans to encourage U.S.
firms to repatriate some of their foreign cash that has yet to be taxed in the U.S.
should continue to bolster U.S. dividend growth prospects.

while dividend growth was averaging double digits for a number of years, it is unlikely
to be able to sustain those levels for more than short periods, and we believe we could
see dividend growth at above-average rates over the coming four to five years. This
would continue to be supportive for the markets.

IThe wisdomTree Dividend Index approximates the dividends paid from the u.S. markets, and
thus, tracking price trends of a broad index of the uU.S. markets (the Russell 3000
Index) 1is an apt way to compare price trends and dividend trends.

Important Risks Related to this Article

Dividends are not guaranteed, and 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,
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 oOutlook

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.

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

Liquidity : The degree to which an asset or security can be bought or sold in the

market without affecting the asset’s price. Liquidity is characterized by a high Tevel
of trading activity. Assets that can be easily bought or sold are known as 1liquid asset.

Monetary policy : Actions of a central bank or other regulatory committee that
determine the size and rate of growth of the money supply, which in turn affects
interest rates.

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

Interest rates : The rate at which interest is paid by a borrower for the use of money.

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

Dividend stream : Refers to the regular dividends per share multiplied by the number of
shares outstanding.

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

Russell 3000 Index : Measures the performance of the 3,000 Tlargest U.S. companies
based on total market capitalization.
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