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China has been one of the most sought-after destinations of emerging market investments

over the past decade. But today, many people are questioning whether China is still a

great investment. They point to slowing growth as a potential reason to avoid China. I

believe these naysayers are missing the forest for the trees. China is currently: • Home

to the largest population on earth1 • Expected to continue outpacing developed (and most

emerging) markets for some time1 • The largest contributor to global growth2 And there

are many other reasons to consider China for your emerging market dollars. The biggest

challenge I can see for investors is that popular indexes such as MSCI China and FTSE

China 25—and the investments that mirror them—are heavily over-weighted to the financial

sector. Yes, Chinese financials are currently cheap,3 but I’m not convinced this warrants

adding concentration risk in an emerging market. It is hard for me to imagine that

investors want to put 40%–50% (or more) of their investment into any single emerging

market sector, no matter how cheap it is. I think in the current environment, investors

might be better served by investing in China but mitigating the risk of being

concentrated in one sector. In my opinion, this can help investors increase their

diversification, reduce their risk and mitigate volatility—and may also enhance their

returns. The WisdomTree China Dividend ex-Financials Fund (CHXF) may enable investors to

capitalize on the growth potential of China without exposure to the financial sector.  

Read the whole commentary to learn more about why now may be a good time for investing

in China. 1CIA World Factbook, 2012. 2IMF World Economic Outlook, April 2012. 3Bloomberg.

As of 8/31/2012 the MSCI China Financials Sector Index has a high trailing 12-month

dividend yield and low P/E ratio relative to other MSCI China Sector Indexes.

Important Risks Related to this ArticleImportant Risks Related to this Article

Diversification does not eliminate the risk of experiencing investment losses. There are

risks associated with investing, including possible loss of principal. Foreign investing

involves special risks, such as risk of loss from currency fluctuation or political or

economic uncertainty. The Fund focuses its investments in China, thereby increasing the

impact of events and developments associated with the region, which can adversely affect

performance. Investments in emerging or offshore 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. As this Fund can have a high concentration in some issuers, the Fund can

be adversely impacted by changes affecting those issuers. Please read the Fund’s

prospectus for specific details regarding the Fund’s risk profile.

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
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View the online version of this article here.

WisdomTree WisdomTree BLOG ARTICLEBLOG ARTICLE

WisdomTree.com WisdomTree.com   1-866-909-WISE (9473)1-866-909-WISE (9473)

https://www.wisdomtree.com/investments/blog/2012/09/19/how-to-manage-risk-in-chinas-equity-market


IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.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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