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T h e WisdomTree Emerging Markets Consumer Growth Index (WTEMCG) strives to provide

exposure to one of the major macroeconomic themes that we believe will be driving the

global economy over the coming years, with a broadly diversified and inclusive approach

to selection. One of the more important questions about WTEMCG is how its sector

composition compares to market cap-weighted indexes that many are familiar with and

track. Our goal in creating WTEMCG was to provide a differentiated approach to

benchmarking a truly unique exposure centered upon a specific theme—which is more than a

one-sector idea and encapsulates the broad trends happening in the local economies.

Exposure to Broad Sector Groups To simplify the analysis, it is helpful to group the

10 sectors into sub-categories that we believe share some common attributes. This, in

turn, will allow us to better illustrate the sector exposures of WTEMCG compared to

those of other, more broadly focused emerging market equity indexes. • Domestic Demand

Consumer Growth Sectors: These would include Consumer Staples, Consumer Discretionary,

Telecommunication Services, Utilities and Health Care. We believe that each of these

sectors has a relatively clear-cut rationale for exposure to a growing emerging market

consumer base, meaning that as incomes increase, demand for the goods and services

produced by firms within these sectors would also be expected to increase. • Commodity

Sectors: Typically, the inputs and outputs of firms within each of these sectors are

very heavily exposed to commodities, which we believe makes them much more globally

sensitive in that commodity prices are often driven by global events. • Other Consumer-

Oriented Sectors—Financials, Industrials and Information Technology: These three

sectors can either be globally influenced or driven more by local EM demand. Certain

industrial or technology firms are big exporters and globally sensitive, while others

can be more domestically sensitive. The same can be said for in that smaller banks may

be in a position to directly benefit from rising incomes across emerging market

populations, but larger banks may be more exposed to global risks and less reflective of

the theme WTEMCG is trying to capture. • WTEMCG therefore includes the domestic demand

and the local economy and consumer-oriented aspects of other sectors but excludes the

commodity sectors. Other commonly used indexes typically include all sectors or narrow

their choice down to one or two specific sectors. Geographic Revenue Rules—The Test 

Every Constituent Must Pass A differentiated driver of WTEMCG lies in its geographic

revenue rules. Investors often try to get access to this factor in one of two ways: •

Consumer Sectors:  Focus on companies within the Consumer Discretionary and Consumer

Staples sectors, as the word “Consumer” appears in their names. • Small Caps: Focus on

small-cap companies as opposed to large-cap companies, as large caps, generally

speaking, tend to export more than small caps. However, not all Consumer Discretionary

and Consumer Staples companies in emerging markets are purely domestically based, and

not all small caps are more locally sensitive. WTEMCG’s geographic revenue filter

identifies constituents that actually generate their revenues predominantly within the

emerging markets. The specific revenue screens employed for WTEMCG require: 1. At least

60% of revenue coming from emerging markets 2. Less than 25% of revenue coming from

either the United States, Japan or Europe Domestic Demand Consumer Growth Sector   

Exposures, as of 8/31/2013    

WisdomTree BLOG ARTICLE

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

https://wisdomtree.com/blog/glossary#wisdomtree-emerging-markets-consumer-growth-index
https://wisdomtree.com/blog/glossary#market-capitalization-weighting


 For definitions of

terms in the charts, please visit our Glossary. • Domestic Demand Consumer Growth  

Sectors: WTEMCG has over three-quarters of its exposure to this particular sector

grouping, compared to the broader MSCI Emerging Markets Index, which has a mere 30%

exposure. This shows a dramatic difference in the type of exposure between traditional

indexes and WTEMCG, despite the broadly inclusive nature of WTEMCG, with stocks from

eight of the 10 sectors. • Commodity Sectors:  We mentioned how these sectors (Energy

and Materials) tend to be more globally sensitive. And while WTEMCG excludes them

completely, the MSCI Emerging Markets Index has over 20% exposure to them. Many

investors think of the emerging markets as being commodity driven, so one way to view

WTEMCG is as broad-based exposure to emerging markets that takes away the exposure to

the more commodity-sensitive sectors. • Other Consumer Growth Sectors—Financials,  

Industrials and Information Technology: The most important element to remember about

the firms within these particular sectors that qualify for WTEMCG is that they must pass

the aforementioned geographic revenue screens. The MSCI Emerging Markets Index’s

exposure to these sectors is approaching 50%, but these firms have not been subject to

any geographic revenue screens and consist predominantly of large banks and global

exporters—neither of which would be eligible for WTEMCG. Conclusion In creating WTEMCG,

our overarching goal was fairly simple: to create an Index that provided a diversified

exposure to the theme of consumer growth in emerging markets. To truly be successful in

its execution, both our sector eligibility and further geographic revenue screens

allowed us to more precisely hone in on the types of firms that we wanted to include—and

veer away from those that we didn’t. Our sector mix was heavily tilted toward sectors

that we classified as domestic demand consumer growth sectors—those that most logically

would be associated with increased demand as per capita incomes in emerging markets

increased. In the end, we don’t rely on any broad-based generalizations to say that

WTEMCG’s constituents generate their revenues from within emerging markets, but on

specific screens requiring them to do so.

Important Risks Related to this Article

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.

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.
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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

WisdomTree Emerging Markets Consumer Growth Index : A fundamentally weighted index

designed to measure the performance of emerging market equities that have a potential

heightened sensitivity to increased emerging market consumption. Weighting is by

earnings.

Market capitalization-weighting   : 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.

MSCI Emerging Markets Index     : a broad market cap-weighted Index showing performance

of equities across 23 emerging market countries defined as “emerging markets” by MSCI.

Per capita income    : The sum of the value of all goods and services produced in a

particular country divided by the total population of that country. Higher values imply

a higher standard of living for that country’s citizens.
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