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Momentum in global equity ETFs as selective bets and regional conviction wanes

Upbeat global growth has reawakened investor appetite for equities. Investors looking to
increase equity exposure may consider broad global equity ETFs as a means to focus on
boosting asset class exposure without directional bets on regions. As a style, quality,
dividend-paying stocks may offer an additional Tayer of stability to investors who Tike
equities as an income growth generator when bond yields and 1interest rates remain
unusually subdued.

Ql 2017 inflows 1into equity ETFs (European-domiciled) have surged to €19 billion
recently, smashing 2016 inflows and paving the way for another record year of flows.
Driving this are inflows into global developed equity ETFs, which have already reached
€3.8 billion, and are on course to exceed last year’s inflows of €6.1 billion.

Figure 1: surging appetite for global equity ETFs
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Source: wisdomTree, Morningstar. Data as of 31/03/2017.
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Past performance is not indcative for future results

European investors favour global and US Targe-cap exposures

We expect over the coming months to see investor demand intensifying for broad global
equity exposures. For example, while Trump’s pro-growth agenda is yet to be unveiled, US
corporate tax cuts are not Tikely to be implemented until 2018 and political uncertainty
in Europe 1is set to persist through the year, broad global ETFs may remain the most
efficient means to balance the global opportunities on offer against regional macro and
political risks.

Complement your equity exposures with global strategies

But whilst all global broad ETFs offer access to a diversified basket of equities, the
underlying opportunities are not the same. Investors discriminating between different
strategies on offer may be able to tap into distinct styles, such as quality, or
targeted sector tilts that could enhance the risk-return profiles of existing equity
allocations.

Take wisdomTree’s Global Quality Dividend Growth Index for example. It has outperformed
the market-cap equivalent benchmark, MSCI world Index, by over four per cent per year
since 2003, as shown in Figure 2, and has done so with lower volatility.

Figure 2: Global quality's 4% annual outperformance vs MSCI world
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Source: WisdomTree, Morningstar. Data from 31/12/2003 to 31/03/2017.

Performance calculated at the net return level in USD. Past and backtested performance
is not indicative of future results.

This performance can be attributed to the underlying index methodology. The methodology
screens for dividend-paying stocks and ranks them based on a combination of the highest
return-on-equity, return-on-assets and long-term earnings estimates. By selecting stocks
that display higher profitability and growth prospects, the resulting basket of high
quality dividend payers will typically offer stronger fundamentals relative to the
market-cap peers and other equity styles such as value. The slight valuation premium
commanded by the distinct quality tilt is justified given the potential comfort it
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offers investors who lack a strong conviction equities.
Cconclusion

The Tack of conviction in equity markets may present an opportunity to adopt global
equity ETFs as part of a core or satellite approach that may enable investors to quickly
and efficiently fine-tune broad equity mandates without significantly having to alter
existing allocations.

All data is sourced from wisdomTree and Bloomberg, unless otherwise stated.

Investors sharing our sentiment may consider the following UCITS ETFs:

+ WisdomTree Global Quality Dividend Growth UCITS ETF - USD Acc (GGRA)
+ WisdomTree Global Quality Dividend Growth UCITS ETF - USD (GGRW)

You may also be interested in reading..

+ WisdomTree’s toolbox for trading Trump and rising rates
+ Geopolitical risks infographic

View the online version of this article here.
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Important Information

Marketing communications issued in the European Economic Area (“EEA”): This
document has been issued and approved by WisdomTree Ireland Limited, which is authorised
and regulated by the Central Bank of Ireland.

Marketing communications dssued in jurisdictions outside of the EEA: This
document has been qissued and approved by WisdomTree UK Limited, which 1is authorised and
regulated by the uUnited Kingdom Financial Conduct Authority.

wisdomTree 1Ireland Limited and WwisdomTree UK Limited are each referred to as
“WisdomTree” (as applicable). our cConflicts of Interest Policy and Inventory are
available on request.

For professional clients only. The information contained in this document is for
your general information only and 1is neither an offer for sale nor a
solicitation of an offer to buy securities or shares. This document should not
be used as the basis for any investment decision. Investments may go up or down
in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should
be based on the information contained in the appropriate prospectus and after
seeking independent investment, tax and legal advice.

The application of regulations and tax 1laws can often lead to a number of
different interpretations. Any views or opinions expressed in this communication
represent the views of wisdomTree and should not be construed as regulatory, tax
or Tlegal advice. WisdomTree makes no warranty or representation as to the
accuracy of any of the views or opinions expressed in this communication. Any
decision to invest should be based on the information contained 1in the
appropriate prospectus and after seeking independent investment, tax and Tlegal
advice.

This document is not, and under no circumstances is to be construed as, an advertisement
or any other step in furtherance of a public offering of shares or securities in the
United States or any province or territory thereof. Neither this document nor any copy
hereof should be taken, transmitted or distributed (directly or 1indirectly) into the
United States.

Although wisdomTree endeavours to ensure the accuracy of the content in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where WwisdomTree
has expressed its own opinions related to product or market activity, these views may
change. Neither wisdomTree, nor any affiliate, nor any of their respective officers,
directors, partners, or employees accepts any liability whatsoever for any direct or
consequential Toss arising from any use of this document or its contents.
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