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We saw this phenomenal title in an online article from the Financial Times in January.1

The term "BRIC" (Brazil, Russia, India and China), coined by Jim O’Neill during his time

at Goldman Sachs, didn’t come about because of these markets’ ongoing underperformance—

quite the opposite. As illustrated below, from December 31, 2000, to December 31, 2010—a

10-year period that includes the global financial crisis—the MSCI BRIC Index

outperformed the MSCI Emerging Markets Index (which was enjoying mid-double-digit

returns for a decade) by almost 2% per year.2 During that period, the currency impact on

both the MSCI BRIC Index and the MSCI Emerging Markets Index was negligible—appreciation

of approximately 1% per year. But shifting the period to December 31, 2010 - April 29,

2016, provides a completely different picture. The MSCI BRIC Index underperformed the

MSCI Emerging Markets Index by 2% per year, and the currency decline on these indexes

against the U.S. dollar was roughly the full magnitude of the negative returns (i.e.,

the stocks did not contribute to the negative performance anywhere near as much as their

currencies did, measured against the U.S. dollar).3   A Tale of Two Periods for the     

BRICs  The WisdomTree

Strong Dollar Emerging Markets Equity Index (WTEMSD)       Finds the TICKs (Taiwan,   

India, China & [South] Korea), not the BRICs   As we describe the process below, our

strategy syncs up with the Financial Times’ conclusion: WTEMSD has country exposure

focused on the TICKs, not the BRICs, with the following top three most heavily weighted

countries4:   • Taiwan: 37% • South Korea: 34% • India: 10% China is the one TICKs

country not getting significant exposure currently.   WTEMSD Sector Exposure   The

process for inclusion in WTEMSD starts by more restrictive exposure to various sectors.
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WisdomTree’s approach places emphasis on the following sectors5:   • Information

Technology: 36% • Consumer Discretionary: 25% • Industrials: 17% • Health Care: 13% •

Consumer Staples: 9% By design, WTEMSD avoids the more leveraged sectors (Financials,

Telecommunication Services and Utilities)—which are at risk of a stronger U.S. dollar if

they have debt denominated in U.S. dollars that is becoming harder to pay back with

weakening currencies—as well as commodity sectors (Energy and Materials), which also

tend to be most impacted by a rising dollar.   Proof in the Performance    Since its

inception, the WisdomTree Strong Dollar Emerging Markets Equity Index has delivered a

performance experience distinctly different from that of either the MSCI BRIC or MSCI

Emerging Markets indexes.   WisdomTree Strong Dollar Emerging Markets Strategy    

Performance         

1Published on 1/28/16. 2Source: Bloomberg, with data from 12/31/00 to 12/31/10. 3Source:

Bloomberg, with data from 12/31/10 to 4/29/16. 4Source: Bloomberg, with data measured as

of 4/29/16. 5Source: Bloomberg, with data measured as of 4/29/16.

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. 

Investments in currency involve additional special risks, such as credit risk and

interest rate fluctuations.  

 

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,
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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

BRICS : An acronym for Brazil, Russia, India, China and South Africa.

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.

Leverage : Total assets divided by equity. Higher numbers indicate greater borrowing to

finance asset purchases; leverage can tend to make positive performance more positive

and negative performance more negative.
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