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In the face of a 2016 that has, in many ways, involved a 180-degree turnaround from what

worked well in markets during 2015, there has been no shortage of surprises. For

instance, few have expected amidst significant global uncertainties that a strategy

focused on small caps, the WisdomTree Global SmallCap Dividend Index, would dramatically

outperform the MSCI ACWI Index, a strategy focused on large caps. Frequently, small caps

are characterized as doing well in global economic acceleration, whereas large caps are

thought of as more defensively oriented, well-established companies.   Global Small-Cap

Dividend Payers Outperform in 2016   

 The real question, of

course, is how this happened, with a secondary issue focusing on the potential

robustness of those drivers looking into the future.   Understanding the

Outperformance: Top Five Sector & Top Five Country Contributors       

 • In the U.S., 2016
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Has Been the Year of Dividend Payers:       2016 started with significant uncertainty,

whether looking at the price of oil, China or even the political landscape in the United

States. WisdomTree, for a period nearing 10 years, has been saying that in times of

uncertainty it behooves investors to think about dividend-paying stocks. That has been

true in the United States, even more so given the fact that the U.S. 10-Year Treasury

note interest rate has gone from about 2.30% to 1.83%,1 as investors need to replace

income that couldn’t be gotten in fixed income. When we focus on smaller market

capitalization dividend payers in the U.S., one consequence is that exposure to real

estate tends to increase, and it follows that financials are also a major contributor of

the WisdomTree Global SmallCap Dividend Index’s outperformance against the MSCI ACWI

Index.   • Canada, Norway and Australia Have Rallied:      These commodity-sensitive

markets all tend toward relatively high dividend yields, which leads to over-weight

positioning in the WisdomTree Global SmallCap Dividend Index versus the MSCI ACWI Index.

Combine this with the fact that commodity countries have rallied and those countries’

currencies have also rallied against the U.S. dollar, and you begin to see how these

over-weights have helped relative performance.   • A Stronger Yen Is a Challenge for

Japan’s Exporters:  Even though Japan, which hasn’t been a strong equity market thus

far in 2016, is a relative over-weight in the WisdomTree Global SmallCap Dividend Index

compared to the MSCI ACWI Index, Japan’s small caps are more insulated from the impact

of the yen’s strength—which sees profits of global multinationals in Japan face

challenges. We believe going small rather than large on the capitalization spectrum has

helped here.   • Materials Deliver over 14% Returns Thus Far in 2016:         Continuing

along the lines of the rally in commodity prices, the Materials sector—twice the weight

in the WisdomTree Global SmallCap Dividend Index as in the MSCI ACWI Index—has delivered

better than 14.0% total returns thus far in 2016. It is interesting to see this type of

return, given how sentiment has been very focused on volatility, risk and uncertainty in

2016.   Bottom Line: Don’t Forget about Global Small Caps        We believe the global

small-cap dividend payers’ outperformance thus far in 2016 signals that investors should

not forget about small caps; global small caps with a dividend focus are currently

delivering strongly in a tough equity environment—and are behaving much different from

what we’ve seen in global large caps.         1Source: Bloomberg, from 12/31/15 to

5/23/16.

Important Risks Related to this Article

Dividends are not guaranteed and a company currently paying dividends may cease paying

dividends at any time.

Investments focusing on certain sectors and/or smaller companies increase their

vulnerability to any single economic or regulatory development. This may result in

greater share price volatility.

 

 

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 ACWI Index    : A free-float adjusted market capitalization-weighted index that is

designed to measure the equity market performance of developed and emerging markets.

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

10- Year Treasury : a debt obligation of the U.S. government with an original maturity

of ten years.

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

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.

Dividend yield : A financial ratio that shows how much a company pays out in dividends

each year relative to its share price.

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

level.&nbsp.

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.
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