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Japan has been among the world’s best performing equity markets thus far this year.1

WisdomTree has an extensive Japanese toolkit, with 10 distinct Indexes tracked by

exchange-traded funds (ETFs). In this article we aim to answer two key questions.  

1. Which Indexes have performed the strongest during the first half of 2015?

2. Which Indexes represent interesting potential for the second half of 2015?

  Showcasing the Performance of Japanese Equities    

 “Hedged Health Care”

refers to the WisdomTree Japan Hedged Health Care Index. “Hedged Financials” refers to

the WisdomTree Japan Hedged Financials Index. “Hedged SmallCap” refers to the WisdomTree

Japan Hedged SmallCap Equity Index. “Hedged Dividend Growth” refers to the WisdomTree

Japan Hedged Dividend Growth Index. “Hedged Equity” refers to the WisdomTree Japan

Hedged Equity Index. “SmallCap Dividend” refers to the WisdomTree Japan SmallCap

Dividend Index. “Hedged TMT” refers to the WisdomTree Japan Hedged Tech, Media and

Telecom Index. “Dividend Growth” refers to the WisdomTree Japan Dividend Growth Index.

“Hedged Capital Goods” refers to the WisdomTree Japan Hedged Capital Goods Index.

“Hedged Real Estate” refers to the WisdomTree Japan Hedged Real Estate Index.  

• Health Care and Financials Stand Out:      WisdomTree’s Japan Hedged Health Care

Index has been a consistently strong performer since its December 2, 2013, inception,

exhibiting average annual returns of 29.7%.2 WisdomTree’s Japan Hedged Financials

Index, on the other hand, had a much weaker 2014, but has been gaining momentum

recently.

• Real Estate Notably Weak: For a more contrarian play on Japan, judging by recent

performance, WisdomTree’s Japan Hedged Real Estate Index may be of interest. Even

though the Bank of Japan announced a tripling of its annual purchases of Japan real

estate investment trusts (J-REITs) on October 31, 2014, performance has not really

responded as strongly as some other parts of Japan’s equity markets.3

  Opportunities for the Second Half of 2015       Of course, while it’s nice to note

recent performance, there is little it can tell us about future opportunities. An

analysis of the fundamentals may be more appropriate.   Which Index Has the Lowest   

Price-to-earnings (P/E) ratio  ? While the WisdomTree Japan Hedged Real Estate Index
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had the worst performance over the period shown, does this mean that it’s the least

expensive? Not on a P/E ratio basis. In fact, it’s interesting that the WisdomTree Japan

Hedged Financials Index had the lowest P/E ratio as of July 2, 2015, a level of 13.0x.

The WisdomTree Japan Hedged Health Care Index, on the other hand, had a P/E ratio of

nearly 28.0x, or more than twice as high.   Which Index Has the Highest     Dividend

Yield? This is an interesting question, in that Japanese equities represent a generally

lower-yielding equity market. However, as of July 2, 2015, two Indexes exhibited a

dividend yield above 2.0%: the WisdomTree Japan Hedged Equity and the WisdomTree Japan

Hedged Dividend Growth Indexes. These Indexes are weighted by cash dividends, which

tends to increase their dividend yields compared to market capitalization-weighted

approaches. Of the Japan sector Indexes not weighted by cash dividends, the WisdomTree

Japan Hedged Financials Index had a dividend yield of about 1.9%, which was the highest

value exhibited among the market capitalization-weighted approaches.   Which Index Has

the Highest  Buyback Yield ?  We’ve seen the evolution of Abenomics, and the 2015

manifestation has been a greater focus on returning cash to shareholders. Share buybacks

have been an important avenue through which this has been accomplished. The WisdomTree

Japan Hedged Dividend Growth Index had the highest buyback yield, 0.79%, as of July 2,

2015. The second highest was the WisdomTree Japan Hedged Financials Index, at 0.77%. The

Index with the lowest share buyback yield was actually the WisdomTree Japan Hedged Real

Estate Index, at about 0.14%.   Financials: A Strong Combination So, even though the

performance momentum has been so strong during the first half of 2015, the WisdomTree

Japan Hedged Financials Index had the lowest P/E ratio, a competitive dividend yield

even without being cash dividend weighted and the second highest buyback yield. As

opportunities go for the second half of 2015, we think that the Japanese financials

could still be of particular interest.         1Source: Bloomberg, for period 12/31/14–

7/2/15. 2Source: Bloomberg, for period 12/2/13–7/2/15. 3Source: “Expansion of the

Quantitative & Qualitative Monetary Easing,” Bank of Japan, 10/31/14.

Important Risks Related to this Article

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

or political or economic uncertainty. Investments focused in Japan increase the impact

of events and developments associated with the region, 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)
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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

Japan real estate investment trusts (J-REITs)       : Investment structure containing a

basket of different exposures to real estate, be it directly in properties or in

mortgages traded on the Tokyo Stock Exchange. Returns predominantly relate to changes in

property values and income from rental payments.

Fundamentals  : Attributes related to a company’s actual operations and production as

opposed to changes in share price.

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

each year relative to its share price.

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.

Buyback yield : amount of a company’s buybacks divided by its market capitalizatio.

Abenomics  : Series of policies enacted after the election of Japanese Prime Minister

Shinzo Abe on December 16, 2012 aimed at stimulating Japan’s economic growth.
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