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Brazil is at a tipping point. After a corruption scandal, four years of stagnant growth and the stifling effects of political
largesse on the economy, markets have been hit hard, with currency, bond and equity markets posting some of the
weakest performance in emerging markets (EM) over the past few years. However, with the rebound in oil and a slight
pickup in corporate confidence, some investors are starting to see opportunity in the beaten-down valuations embedded
in Brazilian assets. Additionally, the Brazilian Central Bank has been taking measures to control inflation and bring

stability to the currency by raising Brazil’s overnight lending rate to 13.25%."

The question for investors when investing in Brazil is whether it is better to invest in the equity markets or directly in the
currency. While many investors may lean toward equities, it is important to note that returns on the Brazilian equity
market have been largely dominated by returns on the currency itself.
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Sources: WisdomTree, Bloomberg, 4/30/15.

Brazil equities in USD and BRL are represented by MSCI Brazil Total Return Index USD and MSCI Brazil Total Return Index

Local, respectively. Implied BRL return refers to the computed currency return implied by the difference between the USD

and local currency returns of the MSCI Brazil Index. Past performance is not indicative of future results. You cannot invest

directly in an index. For definitions of indexes in

the chart, please visit our glossary.
From the start of the large-scale downturn in April 2011, Brazilian equities, proxied by the MSCI Brazil Index, are down
44.8% through April 30, 2015.2 What some investors may not realize, however, is that during the same time, the Brazilian

real has fallen 47.7%.3 Over the last 10 years, Brazilian equities alone returned 11.1% annually, but they were dragged
down by a 1.6% loss in the currency, for a total return of 9.3%. And over the last five years, Brazilian equities returned 1%
per year but were dragged down by a 10.4% loss in the currency. This similarity in returns is not a coincidence.
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As WisdomTree has written about at length, to U.S. residents investing internationally, currency returns simply cannot be
ignored. The real is no exception. The currency hit a low of 3.29 real versus the dollar on March 19, a level not seen since
March 2003. While it has since rebounded from its lows, the real, currently at 3.01, is still below its 100-day moving

average of 2.90 and well below its 200-day moving average of 2.66.*

However, with the real at such levels, we believe that there may be some opportunities for contrarian investors who are
looking to increase allocations internationally. Higher interest rates in Brazil may prove more fruitful for currency
investing than for equity investing.

Higher interest rates create two problems for equity investing: (1) They provide a significant hurdle for investors to hedge
out the currency exposure of equities. (2) The "equity risk premium” must offer compelling returns ahead of that 13%
interest rate to motivate investors to choose equities over keeping money in short-term deposits.

Investing in foreign currencies, especially in the Brazilian real, isn't just about sport currency return. The currency’s carry
or implied yield due to interest rate differentials, has averaged over 10% over the past 10 years and currently stands at

roughly 13%.> Therefore, investing in Brazilian currency forwards, versus just spot currency, boosts an investor’s return
profile dramatically.

While the spot currency return was -1.6% annually over the 10-year period ending April 2015, when interest income is
included in forward contracts, an index of Brazil currency and interest rates returned a positive 8.8% percentage points
annually over the same 10 years.

Equity-Like Returns with Less Volatility

The long-term data show that investing in a Brazilian real currency strategy provides comparable returns to investing in
Brazilian equities—but with markedly less volatility. To U.S. investors, the majority of these returns came from the
currency, while the volatility came from both the currency and the stocks themselves.

As shown in figure 2, by eliminating the equity portion of the equation and investing in a fully collateralized portfolio of
Brazilian real forwards, an investor can capture almost all of the returns of investing in the equities with less than half of
the volatility. The Sharpe ratio, or risk-adjusted returns, of this proposition seems to favor investment in the real as a
vehicle for Brazilian exposure.

Annualized Total Return (April 30, 2005 - April 30, 2015)
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Sources: WisdomTree, Bloomberg, Zephyr Style Advisor, 4/30/15.

BRL Total Return is represented by the JPMorgan ELMI+ Brazil Index, which tracks the
total returns for local-currency-denominated money market instruments in Brazil by
using 1-, 2- and 3-month currency forwards collateralized with U.S. money market rates.
Brazilian Equities (USD) is represented by the MSCI Brazil Total Return Index USD. Past
performance is not indicative of future results. You cannot invest directly in an index.

For definitions of terms in the chart, please visit our glossary.

History suggests that the Brazilian real offers a compelling risk-adjusted return profile for investors who are looking for
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exposure to non-U.S.-dollar-denominated assets.

TSource: Banco Central do Brasil, 4/29/15. 2Source: Bloomberg, 4/30/15. 3Source: Bloomberg, 4/30/15. 4Source:
Bloomberg, 5/18/15. SSource: Bloomberg, 4/30/15.

Important Risks Related to this Article

Investments focused in Brazil 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. MSClI, 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

Valuat . Refers to metrics that relate financial statistics for equities to their price levels to determine if certain

MSCI Brazil Index : Index weighted by float-adjusted market capitalization designed to measure the performance of the
Brazilian equity market.

Real interest rate : Interest rate accounting for the impact of inflation. From the nominal interest rate, which does not

account for the impact of inflation, the rate of inflation is subtracted to get to the real interest rate.

expect are high enough to allow them to take the risk.

Short (or Short Position) : The sale of a borrowed security, commodity or currency with the expectation that the asset

will fall in value, the opposite of Long (or Long Position).

constant.

Forward multiple : A valuation ratio that reflects a company's value on the basis of an estimated financial metric, i.e.
forecasted earnings performance.

y : A measure of the dispersion of actual returns around a particular average level . &nbsp.

deviation, which is viewed as being desirable.
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