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Throughout its history, WisdomTree has created innovative equity Indexes that give

investors unique exposure to both broad and niche parts of global equity markets. As a

result of that diversity, sometimes the top-performing—as well as the worst-performing—

equity markets can illustrate some of the key trends in 2015 that a simple survey of the

most-quoted stock indexes might miss. The table below shows the five best-performing

WisdomTree equity Indexes for 2015 based on the combination of their total returns and

their standard deviation, a measure of risk. The Indexes are ranked based on their

Sharpe ratio, a measure of the return per unit of risk (the higher the Sharpe ratio, the

better).   WisdomTree Top 5 and Bottom 5 Equity Indexes by Risk-Adjusted Returns

(12/31/2014- 12/31/2015)  

 For definitions of

Indexes in the chart visit our glossary. The best risk-adjusted returns for investors

were generally found abroad, specifically in Japan. With the U.S. dollar enjoying its

third-greatest bull run of the last 30 years, it is no surprise that currency-hedging

international exposure influenced the top five risk-adjusted winners. Indeed, three of

our top five strategies mitigated the impact of foreign currency and provided exposure

to foreign stocks, primarily those incorporated in Europe and Japan. Interestingly,

owning Japanese small caps with exposure to the yen generated the lowest volatility of

any of the strategies on this list. With the Japanese yen ending the year virtually

unchanged against the U.S. dollar, it comes as no surprise that both the hedged and the

unhedged version of WisdomTree’s Japanese small-cap strategy made it on our top five
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list for 2015. Small-company performance in Japan, as well as small-cap performance

across Europe, is yet another reminder that U.S. investors should look to international

small caps if they wish to fully tap the power of the so-called "size factor." We

believe Japan is likely to remain a focal point for investors in 2016. The Bank of Japan

(BOJ) added to its already aggressive monetary easing program in January. This recent

action should also keep currency-hedging strategies in focus as the divergent monetary

policies between the BOJ and the U.S. Federal Reserve are likely to put renewed pressure

on the yen.   Worst Performers in 2015:    Emerging Markets  One of the poorest-

performing asset classes in 2015 were the emerging markets and commodity-related

investments. Not surprisingly, that is where WisdomTree saw its weakest absolute and

risk-adjusted performance. Since the summer of 2014, oil has endured a dramatic decline

in price, impacting commodity prices generally and the fortunes of global energy and

basic materials producers in particular. The strong dollar, the economic slowdown in

China and the deceleration in global trade have all contributed to the profit recession

that battered the stock prices of emerging market companies. Predictably, these two

groups of stocks returned the worst risk-adjusted returns among WisdomTree’s equity

Indexes in 2015.   Conclusion The old adage that past performance is no guarantee of

future results is not just boilerplate disclosure language. It actually makes a great

deal of sense—in part because markets revert to the mean, in part because the world

changes from year to year and different investing styles come in and out of favor. But

with 2016 off to a rocky start, it is worth noting where pockets of strength appeared in

2015. With the S&P 500 essentially flat in 2015, it’s worth remembering that there was a

strong equity rally happening somewhere. Having a full palette of strategies to choose

from, that cover markets beyond the beaten path, can sometimes help you find it.

Important Risks Related to this Article

Foreign investing involves special risks, such as risk of loss from currency fluctuation

or political or economic uncertainty.

Hedging can help returns when a foreign currency depreciates against the U.S. dollar,

but it can hurt when the foreign currency appreciates against the U.S. dollar.

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.  

Investments focused in Japan or Europe increase the impact of events and developments

associated with those regions, which can adversely affect performance.

 

 

 

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.
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DEFINITIONS

Standard deviation   : measure of how widely an investment or investment strategy’s

returns move relative to its average returns for an observed period. A higher value

implies more “risk”, in that there is more of a chance the actual return observed is

farther away from the average return.

Sharpe ratio   : Measure of risk-adjusted return. Higher values indicate greater return

per unit of risk, specifically standard deviation, which is viewed as being desirable.

Risk-adjusted returns   : Returns measured in relation to their own variability. High

returns with a high level of risk indicate a lower probability that actual returns were

close to average returns. High returns with a low level of risk would be more desirable,

as they indicate a higher probability that actual returns were close to average returns.

Bullish : a position that benefits when asset prices rise.

Currency hedging : Strategies designed to mitigate the impact of currency performance

on investment returns.

Small caps   : new or relatively young companies that typically have a market

capitalization between $200 million to $2 billion.

Volatility : A measure of the dispersion of actual returns around a particular average

level.&nbsp.

Size Factor : the average returns of small portfolios minus the average returns of the

large portfolios after adjusting for growth or value tendencies.

Monetary easing policies    : Actions undertaken by a central bank with the ultimate

desired effect of lowering interest rates and stimulating the economy.

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

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

operational risks when compared to frontier markets, which leads to a larger base of

potentially eligible investors.

Commodity : A raw material or primary agricultural product that can be bought and sold.

Profits  : Income that a company receives from revenue after costs and expenses are

deducted.

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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