
WISDOMTREE BLOG

Is There a Better Way to Own Developed 
World Stocks?
Published August 12, 2016

Luciano Siracusano III

Chief Investment Strategist

In a previous blog post on the WisdomTree domestic dividend family, I noted how all five WisdomTree 

exchange-traded funds (ETFs) outperformed 95% of their peers over the past five years and how all five 

ranked in their top quartile over the last 10 years. Some may wonder whether that impressive performance 

was just a U.S. phenomenon or whether there is a global application to dividend-weighting equity markets. 

WisdomTree believes dividend weighting makes sense all around the world. We conducted extensive 

research before launching our first dividend-weighted ETFs more than a decade ago and had reason to 

believe dividend weighting could potentially generate higher returns, not just in the U.S. but in developed 

and emerging markets as well. Now, when we look back a decade later, we see that 11 of WisdomTree’s 

12 dividend-weighted indexes with continuous 10-year track records beat their comparable cap-weighted 

indexes over the past decade in the U.S. and in the developed world. And after fees and expenses, eight 

of WisdomTree’s 12 dividend-weighted ETFs tracking these indexes also did so. Over the last 10 years, 

developed world stocks have meaningfully underperformed the U.S. equity market. The MSCI EAFE Index, 

a broad barometer of international stock performance, returned just 1.6% on an annualized basis over the 

last decade. That underperformance reflects the impact of the financial crisis in 2008–2009, the sovereign 

debt crisis in Europe in 2010–2012, and the rally in the U.S. dollar since the summer of 2011. As growth 

rates have come down in the developed world, and bond rates have plummeted to zero or less than zero, 

many investors are now re-examining and recalibrating their international equity exposure, looking for ideas 

on how to improve returns for the decade ahead. For some investors, such changes will take the form of 

hedging more international currency risk going forward. For others who intend to keep a portion or all of their 

exposures unhedged, a key to future performance may rest in capturing some of the advantages that have 

accrued to international investors who have tilted to the smaller-size segments of the market, or toward 

the higher dividend-yielding portion of the large-cap opportunity set. Here, WisdomTree’s international 

ETFs are especially useful. When we examine the results of the seven WisdomTree dividend-weighted 

international ETFs, we can cull some interesting takeaways. Average Annual Returns, WisdomTree 

International Dividend-Weighted Indexes and ETFs, 2006–2016
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For definitions of terms in the chart, visit our glossary. First, in every instance, WisdomTree’s international 

dividend-weighted Indexes beat their comparable cap-weighted peers over the past decade. WisdomTree’s 

broadest Index, the WisdomTree International Equity Index, outperformed the MSCI EAFE Index by 

76 basis point (bps) on an annualized basis over the last decade. Both the WisdomTree International 

Equity Index and the WisdomTree International High Dividend Index beat their cap-weighted benchmark 

in each and every period displayed. After fees, expenses and transactions costs, five of WisdomTree’s 

seven developed-world ETFs generated higher returns over the past 10 years than did their comparable 

cap-weighted benchmark. Similar to what we saw in the U.S., the highest absolute performance for the 

10-year period came in the smaller-size segment of the market. The WisdomTree Europe SmallCap 

Dividend Fund (DFE) averaged 4.4% on an annualized basis over the decade, while the WisdomTree 

International SmallCap Dividend Fund (DLS) averaged 4.3%. And over the past 10 years, the WisdomTree 

International Equity Fund (DWM), DLS and DFE all outperformed more than 90% of their peer groups. 

The other interesting takeaway from examining these seven Funds is how important the dividend portion 

was to the total returns of the Funds. In the large-cap portion of the developed world, where price returns 

were negative, dividends paid were responsible for all of the gains over the period. Deconstruction of 

Total Return, WisdomTree International Dividend-Weighted ETFs vs. Cap-Weighted Indexes, June 

16, 2006 – June 30, 2016
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Conclusion At a time when many investors are flocking to dividend-paying stocks for a variety of rea-

sons—because they want yield, or because they want lower-correlating stocks or stocks that have exhibited 

strong recent price momentum—it is worth noting that there is another way to use dividend-paying stocks in 

one’s portfolio. As we have shown, over longer-term holding periods, owning the dividend-paying portion of 

the market can return more dividend income to investors and generate higher total returns than comparable 

cap-weighted indexes. With WisdomTree, because we typically select companies based on their market 

cap and then weight by the dividends they pay, investors can use dividend-weighted ETFs in the core 

of their portfolios to gain broad access to asset classes around the world as part of globally diversified 

portfolios.
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Important Risks Related to this Article

There are risks associated with investing, including possible loss of principal. Foreign investing involves 

special risks, such as risk of loss from currency fluctuation or political or economic uncertainty. Funds 

focusing their investments on certain sectors and/or smaller companies increase their vulnerability to any 

single economic or regulatory development.

Some of the Funds invest in derivatives in seeking to obtain a dynamic currency hedge exposure. Derivative 

investments can be volatile, and these investments may be less liquid than other securities, and more 

sensitive to the effects of varied economic conditions. Derivatives used by the Funds may not perform as 

intended. A Fund that has exposure to one or more sectors may be more vulnerable to any single economic 

or regulatory development. This may result in greater share price volatility. The composition of each Index 

underlying each Fund is heavily dependent on quantitative models and data from one or more third parties, 

and the Index may not perform as intended. The Funds invest in the securities included in, or representative 

of their Index regardless of their investment merit, and the Funds do not attempt to outperform their Indexes 

or take defensive positions in declining markets. Please read each Fund’s prospectus for specific details 

regarding each Fund’s risk profile.
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