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In the last few months, WisdomTree has introduced a new family of dividend growth Indexes that cover a spectrum of
different equity markets: from large-cap U.S. stocks to U.S. small caps, to global markets outside the U.S., and now an
Index dedicated to the emerging markets. The creation of these dividend growth Indexes falls in a time when the market
is digesting news from the U.S. Federal Reserve that its unprecedented accommodative easing may be coming to an
end. Investors are beginning to contemplate what a higher interest rate environment could mean for high-dividend-

yielding stocks, as these have been some of the top performers of the equity market in the last few years1. One surprising
element of global equity market performance, to us, has been the subpar performance of the MSCI Emerging Markets
Index (EM Equities) over the three years ending June 30, 2013. While U.S. equities had a cumulative 66.2% total return
from July 1, 2010, to June 30, 2013 (18.5% per year), EM Equities returned only a cumulative 11.6% over that time frame
(just 3.7% per year). The MSCI EAFE Index (Developed Market Equities) rests between U.S. Equities and EM Equities

(approximately 10.6% per year)2. Figure 1: EM Equities Deliver Lackluster Performance (6/30/2010–6/30/2013)  

 We think the fact that EM
Equities have been lagging could present a good opportunity to think about new tools, such as baskets of emerging
market dividend growth stocks, that could potentially provide differentiated exposure that adds value to traditional
portfolio allocations. Combining a Focus on Dividend Growth Stocks with Relative Value Rebalancing WisdomTree
believes that a focus on growth-oriented companies must be married with a disciplined focus on valuations, and when
we consider dividend growth potential as a component of index methodology, we always marry it with other elements
that yield a sensitivity to valuation. Specifically, WisdomTree uses a rules-based rebalancing program that involves tying
Index constituent weights back to the Dividend Stream® to focus on valuations—as it does in all its dividend-based
Indexes. What is unique about this new growth Index methodology are the stock selection factors we have identified as
important drivers of dividend growth over time. These factors diverge from a sole focus on past dividend growth
behavior to determine potential future dividend growth behavior. Introducing the WisdomTree Emerging Markets
Dividend Growth Index (WTEMDG):Selection Criteria and Rationale • Starting universe is stocks in WisdomTree
Emerging Markets Dividend Index (WTEMI), a universe of 1,210 stocks with a combined market capitalization of $7.4
trillion as of June 30, 2013. • Must have a dividend coverage ratio greater than 1.0x. • The Index comprises the top 50%
of companies with the best combined rank of growth and quality factors from this universe. • Growth Ranking 50%:
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Long-term earnings growth expectations • Quality Ranking 50%: Evenly split between three-year average return
on assets (ROA) and three-year average return on equity (ROE) Weighting: The Index is dividend weighted to
reflect the proportionate share of the aggregate cash dividends. Single Holding and Sector Caps: At the annual
rebalance, the following caps apply: No single stock can represent more than 5% of the Index, and no sector or country
can represent more than 20%. Between annual rebalances, single stocks may fluctuate above 5% and countries or sectors
may fluctuate above 20% due to market movement. Figure 2: Key Characteristics of WTEMDG Index   

 For definition of indexes in
the chart, please visit our glossary. The WTEMDG Index Methodology Increases: • Growth Factor: Long-Term
Earnings Growth Expectations. • Quality Factor: ROE & ROA. Companies that show higher ROE and ROA are able to
fund growing dividends due to these higher levels of profitability. • Earnings Retention: Earnings that are retained and
then reinvested efficiently (through a high ROE) could become future dividend payments. The WTEMDG Index
Methodology Decreases: • Exposure to companies with high leverage   Conclusion: A Differentiated Exposure
for Emerging Market Equities WisdomTree has been a pioneer in creating options around the universe of dividend
payers in the emerging markets. As of June 30, 2013, over 90% of the market capitalization of emerging market equities
is in dividend-paying firms, so we believe a focus on dividend payers in emerging markets doesn’t sacrifice any breadth
of coverage or representativeness of the universe. While many dividend-focused indexes in emerging markets focus on
yield and valuation, there is a dearth of options that focus on dividend growth. We believe that the WTEMDG approach
with its flexibility to respond to growth potential rather than past dividend behavior exhibits greater congruence with
actual underlying dividend behavior. Just like the other dividend growth indexes we have created, we believe the
WisdomTree Emerging Markets Dividend Growth Index represents the future of dividend growth-oriented indexing.

Unless otherwise stated, data source is WisdomTree. 1Refers to the S&P 500 Consumer Staples, Health Care,

Telecommunication Services and Utilities indexes over the period from 6/30/2010 to 6/30/2013. 2Source: Bloomberg.

Important Risks Re lated to th is Art ic leImportant Risks Re lated to th is Art ic le

Dividends are not guaranteed and a company’s future abilities to pay dividends may be limited. A company currently
paying dividends may cease paying dividends at any time. Past performance is not indicative of future results. You
cannot invest directly in an index.

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, 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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DEFINITIONS

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.

MSCI EAFE Index  : is a market cap-weighted index composed of companies representative of the developed market
structure of developed countries in Europe, Australasia and Japan.

Dividend Stream  : Refers to the regular dividends per share multiplied by the number of shares outstanding.

WisdomTree Emerging Markets Dividend Index  : A cash dividend-weighted Index measuring the performance of
dividend-paying equities incorporated within emerging markets.

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 coverage ratio  : Earnings per share divided by dividends per share. Higher numbers indicate a firm has a
greater amount of earnings per share relative to its dividend payments.

Long-Term Earnings Growth Expectations   : Compilation of analyst estimates of the growth in operating earnings
expected to occur over the next full business cycle, typically 3 to 5 years, sourced from Bloomberg.

Return on assets (ROA)  : Firm profits (after accounting for all expenses) divided by the firm’s total assets. Higher
numbers indicate greater profits relative to the level of assets utilized to generate them.

Return on Equity (ROE)  : Measures a corporation’s profitability by revealing how much profit a company generates with
the money shareholders have invested.
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