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“Nessie.” That’s the nickname for the lake-living, reclusive beast that has lured spellbound tourists to a fabled Scottish
lake—Loch Ness—for decades. This raging stock market has gotten to such a point that you could be forgiven for
thinking the Loch Ness Monster hoax is more believable than claims of spotting a low P/E equity basket these days.

By and large, there is not much you can do if you want a really low P/E in the U.S.—not with the S&P 500 Index loitering
around 3,800, its forward P/E at 23.

To get there, you might consider turning to emerging markets (EM). 

We have a couple of Funds that own a bunch of inexpensive stocks, the type of Funds you might own when you are
decidedly bulled up on value relative to growth.

Here are two of our deepest value ideas:

DGS: The WisdomTree Emerging Markets SmallCap Dividend Fund

DEM: The WisdomTree Emerging Markets High Dividend Fund

If you think 2021 will witness stocks with no dividends winning again, you don’t want these. But if you are scouring the
landscape for companies with low multiples, these are the two Funds to investigate. 

Note the return on equity (ROE) percentages in figure 1. Pretty good for EM value, right? Both DGS and DEM are higher
on that measure than the MSCI Emerging Markets Index, with notably lower P/Es. Additionally, the dividend yields are
several percentage points higher than the 1.55% of the S&P 500.

Figure 1: DGS & DEM’s Valuations  

For Standardized Performance and SEC Yield of the Funds mentioned in the table please click their respective tickers: D
GS, DEM.

Like your search for Nessie or Bigfoot, you could be looking for a long time if you expect to stumble upon big slugs of
Tech or Consumer Discretionary in DGS or DEM. These are reflation-based  Funds that are overweight Basic Materials
and Real Estate (figure 2).

Figure 2: Sector Weights
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Another thing: DGS and DEM are underweight China (figure 3).

Figure 3: China + Taiwan in DGS & DEM

If you are bullish on China relative to the rest of EM, then look away from DGS and DEM and toward something like the 
WisdomTree Emerging Markets ex-State-Owned Enterprises Fund (XSOE), which has more in that country.

For the rest of you, guess what, value hunters content with an underweight in China, guess what? Unlike Nessie, DGS and
DEM do exist.

Finally, to reiterate a critical argument: look again at the ROEs in figure 1 on DGS and DEM. That profitability measure is
a touch lower than the S&P 500for both DGS and DEM, yet the two Funds trade at 10.1 and 8.4 times forward earnings,
respectively. In 2021, those multiples could be about as rare as a Bigfoot sighting.

 

Important Risks Re lated to th is Art ic le   

There are risks associated with investing, including the possible loss of principal. Foreign investing involves special risks,
such as risk of loss from currency fluctuation or political or economic uncertainty. Funds focusing on a single sector
and/or smaller companies generally experience greater price volatility. 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, intervention and political developments. Due to the investment
strategy of these Funds, they may make higher capital gain distributions than other ETFs.  

Please read each Fund’s prospectus for specific details regarding the Fund’s risk profile.

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.

Related Blogs

+ It’s You, Sweet Income

+ India: An Unsung Hero in EM?

Related Funds

+ WisdomTree U.S. LargeCap Dividend Fund

+ WisdomTree U.S. MidCap Dividend Fund

+ WisdomTree Cybersecurity Fund

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)

 

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

Price-to-earnings (P/E) ratio  : Share price divided by earnings per share. Lower numbers indicate an ability to access
greater amounts of earnings per dollar invested.

S&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the Standard and Poor’s Index
Committee designed to represent the performance of the leading industries in the United States economy.

Forward P/E ratio  : Share price divided by compilation of analyst estimates for earnings-per-share over the coming 12-
month period. These are estimates that may be subject to revision or prove to be incorrect over time.

Bullish  : a position that benefits when asset prices rise.

Value  : Characterized by lower price levels relative to fundamentals, such as earnings or dividends. Prices are lower
because investors are less certain of the performance of these fundamentals in the future. This term is also related to the
Value Factor, which associates these stock characteristics with excess returns vs the market over tim.

Growth  : Characterized by higher price levels relative to fundamentals, such as dividends or earnings. Price levels are
higher because investors are willing to pay more due to their expectations of future improvements in these fundamentals.

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

MSCI Emerging Market Index  : The MSCI Em (Emerging Markets) Index is a free-float weighted equity index that
captures large and mid cap representation across Emerging Markets (EM) countries.

Dividend yield  : A financial ratio that shows how much a company pays out in dividends each year relative to its share
price.

Reflation  : The term is used to describe the first phase of economic recovery after a period of contraction. This period is
typically characterized by the act of stimulating the economy through accommodative central bank policies and reducing
taxes, to bring growth and inflation back up to the long-term trend.

Bullish  : a position that benefits when asset prices rise.
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