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Since the financial crisis gripped the global equity markets about five years ago, the Indian equity markets have been
volatile. I believe this is due, in part, to the fractured political coalition, a lack of political will, persistent inflation and
India’s unreliable infrastructure. Yet India’s equities have separated themselves from those of the other BRIC (Brazil,
Russia, India, China) countries and from such broader emerging market indexes as the MSCI Emerging Markets Index in
2012. I was pleased to see that the Indian government took significant steps in mid-September to strengthen the
economy and encourage foreign investment into India. In my opinion, these new policies have already started improving
sentiment toward India, which was reflected in India’s ranking as the best-performing country in the MSCI Emerging
Markets Index in September. Put simply, the government and central bank recently announced plans to: • Lower diesel

fuel subsidies, which helps lower government spending and the fiscal deficit1 • Encourage more foreign direct investment

by opening certain sectors to foreigners2 • Inject liquidity into the banking system3 Some background: Earlier this year,
the Indian government proposed a series of tax measures, including General Anti-Avoidance Regulations (GAAR), that
would have a significant impact on foreign investors. This hurt sentiment toward India; and given the widespread
criticism of this proposal, the prime minister established an expert committee to review the application of GAAR. The
committee made various recommendations, including deferring the implementation of GAAR by three years and

grandfathering existing investments,4 among other things. In addition to the improved sentiment and government
reforms, perhaps the strongest reason to consider Indian equities is that they are relatively cheap compared to their
global counterparts—especially given India’s long-term growth prospects. WisdomTree just rebalanced its India
Earnings Index in late September, and as of September 28, 2012, its P/E ratio stood at 8.8x, while the MSCI Emerging
Markets Index was at 11.6x and the S&P 500 was at 14.6x. I see these as relatively low prices for Indian equities. Typically,
indexes with lower P/E ratios have fewer growth prospects. But I believe this is not the case for India. Analysts expect

India to have higher long-term earnings growth rates than these other regions.5 Given this trade-off of low prices and
good growth prospects, the further boost we have gotten from recent government reform efforts makes me quite
positive on the prospects for India equities. To learn more about the government reforms in India and the latest

WisdomTree Index rebalance, click here.     1Source: Financial Times, “India: Diesel Subsidy Cuts Bring Hope of Fiscal

Reform but Spark Protest Threat,” September 14, 2012. 2Source: Time World, “This Time We Mean It: India Clears the

Way for Walmart and Friends,” September 17, 2012. 3Source: Wall Street Journal, “India Central Bank Holds Lending

Rate at 8.0%, Cuts Cash Reserve Ratio,” September 17, 2012. 4Source: “Report on General Anti Avoidance Rules (GAAR)

in Income-tax Act, 1961.” Expert Committee Study published through CA ClubIndia, 2012. 5Source: Bloomberg.

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.
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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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