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In a previous installment of our educational blog series on investment strategies and
asset classes - The unique advantages of dividends - we discussed why and how
wisdomTree weights by dividends.

It 1is worth noting that dividends not only provide the potential for downside
protection, but also provide the potential for a growing stream of income.

Companies are paying larger dividends than ever

Today, more companies are paying dividends—and in Tlarger amounts than ever before. 1In
fact, many companies actually dincrease their dividends over time, providing a
potentially growing stream of income that makes them an attractive investment option for
investors of all ages.

For example, the Dividend Stream!, the sum of all dividends being paid has been growing—

with the total global dividend stream now at nearly $1.5 trillion!

Figure 1: WisdomTree’s global dividend stream
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Sources: WisdomTree, Standard & Poor’s, Factset. Data represents the constituents of the wisdomTree Global

Dividend Index, measured as of each annual rebalance screening. You cannot invest directly within an Index.

Historical performance is not an indication of future performance and any
investments may go down in value.

Global breakdown of dividends by region
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Another interesting aspect of the global dividend landscape regards where the dividends,
regionally, are coming from. Figure 2 allows us to draw a few key conclusions:

1. The world’s Targest dividend-paying regions on a dividend stream basis are the
United States and Europe.

2. The united States is interesting, in that it has the Tlargest dividend stream out of
the regions shown, but only 76.7% of the market capitalization of the MSCI USA IMI
Index was in stocks that had paid at least one dividend over the past 12 months, as
of 30 September 2018. The MSCI Europe IMI Index showed 97.0% of Index weight 1in
stocks that had paid at least one dividend over the 12-months prior to 30 September
2018, a Tlarge difference.

Figure 2: Breakdown of the global dividend stream by region

Dividend Stream| % of Global

Region 2018 (in billions | Market Cap in
Dividend Payers
Asia Pacific $200.77 98.4%
Canada $52.41 91.3%
Emerging Asia Pacific 5188.14 86.8%
Emerging Europe 548.37 91.6%
Emerging Latin America 528.13 96.2%
Europe $423.70 97.0%
Israel $2.80 63.2%
United States $503.90 76.7%

Global | _$1,448.2

Sources: WisdomTree, Factset, Standard & Poor’s. Data is measured as of the wisdomTree 30 September 2018 Global
Dividend Index data screening. Asia Pacific refers to developed market countries in the Asia Pacific region,
Japan, Hong Kong, Australia, Singapore and New zealand. Emerging Asia Pacific refers to China, India, Indonesia,
Malaysia, Philippines, South Korea, Taiwan and Thailand. For the % of Global Market Cap in Dividend Payers which
comes from the MSCI ACWI IMI Index in this case, Pakistan is also included, but it is not an eligible country
within wisdomTree’s Global Dividend Index. Canada, Emerging Europe, Emerging Latin America, Europe, Israel, the
United Sstates and Global refer to the MSCI Canada IMI, MSCI Emerging Europe, MSCI Emerging Latin America, MSCI
Europe IMI, MSCI Israel IMI, MSCI United States IMI, and MSCI ACWI IMI Indices for the % of Global Market Cap in
Dividend Payers. This measure is calculated as the percent weight in firms that paid at least 1 dividend over the

prior 12-months, as of 30th September 2018. You cannot invest directly within an Index.

Historical performance is not an indication of future performance and any
investments may go down in value.

Dividends as a guide to global equity allocations

Dividends are also becoming quite prolific. Small, medium and large companies all over
the world offer dividends. we spend a Tot of time helping investors think about a global
equity allocation.

Market capitalization-the starting point

Investors today are extremely familiar with the allocations that come from market
capitalization-weighting. US equities receive nearly 55% of the exposure, followed by
developed world excluding US at 34.4% and emerging markets at nearly 11%, as illustrated
on figure 3a. Now, many people also cite that the US equity market has been among the
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world’s strongest exposure for an extended period, looking back to the Global Financial
Crisis of 2008-09.

Dividend stream weighting—a method sensitive to relative valuation

Instead of allowing the share price multiplied by the number of shares outstanding to
dictate exposure, investors might consider allowing the dividend per share multiplied by
the number of shares outstanding to drive the result. As we mentioned earlier,
wisdomTree calls this term the dividend stream. This would shift weight from the us
towards both the Developed world ex-US and to the Emerging Markets. Yes, such an
approach would have underperformed over the past 10 years, but on a forward-Tooking
basis, it creates an interesting, differentiated starting point.

Figure 3a: The world broken down by market capitalization weighted exposure
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Source: Bloomberg, with data measured for the MSCI ACWI IMI Index as of 30 September 2018. You cannot invest

directly within an Index.

Historical performance is not an indication of future performance and any
investments may go down in value.

Figure 3b: The world broken down by dividend stream weighted exposure
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Sources: WisdomTree, Factset, Standard & Poor’s, with data measured as of the 30 September 2018 wisdomTree Global

Dividend Index Screening. You cannot invest directly within an Index.

Historical performance is not an indication of future performance and any
investments may go down in value.

wisdomTree weights by dividends to potentially magnify the dimpact of dividends on
performance. In addition, we conduct an annual rebalance back to relative value 1in order
to manage valuation risk. This process 1is designed to help portfolios generate more
income than their market cap-weighted counterparts.

source

1 The Dividend Stream is a term devised by wisdomTree, and it refers to the dividend per share of a firm over the prior annual cycle, measured as of 30

September each year, multiplied by the number of shares outstanding. Figures are converted into US dollar terms.

Related blogs
+ The unique advantages of dividends

+ US Quality Dividend Growth: A strong first five years against other dividend-focused i
ndices

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 conflicts 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 1in this document,
wisdomTree does not warrant or guarantee its accuracy or correctness. Where wisdomTree
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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