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Emerging markets (EMs) today stand at the 
intersection of cyclical recovery and structural 
reinvention. While global growth is moderating, 
EMs continue to outpace developed market 
(DM) peers. The International Monetary Fund 
(IMF) forecasted EM and developing economies 
to expand by 3.7% in 2025 while advanced 
economies are projected to grow by 1.4%1. 
But this growth is not just statistical, it’s 
underpinned by a demographic dividend, rising 
income levels and accelerated digital adoption 
across key economies. 

EMs are no longer defined solely by commodities and low-cost manufacturing. Today, they are 
home to the world-leading semiconductor producers, digital banking disruptors and renewable 
energy infrastructure scale ups. From India’s rapidly growing fintech ecosystem to Brazil’s 
surging agritech exports and South Korea’s global leadership in memory semiconductors, EMs 
are evolving into multi-sector innovation hubs.

1	 World Economic Outlook April 2025, International Monetary Fund (IMF).
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While the investment case for EMs over the long term paints a compelling narrative, WisdomTree 
takes a targeted approach, focusing on a high conviction segment of the market: small cap 
dividend-paying companies. These firms represent the dynamic essence of EM economies, often 
with stronger domestic orientation, agile cost structures and higher return on equity than their 
larger cap peers. We believe EM small cap dividend payers offer three key advantages:

1.	 	Idiosyncratic return potential – Their revenue is often domestically driven, reducing 
sensitivity to global shocks, and enabling differentiated performance from export-heavy EM 
large caps.

2.	 Resilience to global trade volatility – As supply chains rewire and tariff regimes evolve, small 
caps with local customer bases are less exposed to cross-border disruption.

3.	 Fundamental quality through dividend discipline – Companies paying sustainable dividends 
signal underlying profitability, governance focus, and cash flow health.

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index (WTEMSUHT) was purpose-
built to access this sweet spot of the market, balancing income, value, and domestic cyclicality.

Small companies and the value premium

Eugene Fama and Kenneth French put forth the concept that stock returns are often a function of 
a stock’s exposure to various ‘risk premiums.’ In theory, these risk premiums provide additional 
returns for small caps over large caps and for value over growth. In fact, the historical returns in 
emerging markets over the past decade are evidence of this theory, illustrating that the value 
premium exists in emerging markets, as small cap value outperforms small cap growth. 

	+ Small cap outperforms large cap: Since June 2007, a $1,000 investment in EM small cap 
value investment outperformed the same investment in EM large caps by 123%. EM small cap 
growth also outperformed EM large caps by 57% over the same period. 

	+ Value outperforms Growth: Since June 2007, a $1,000 investment in EM small cap value 
investment outperformed the same investment in EM small cap growth by 42%.  
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Figure 1: Benefit of valuation sensitivity in emerging market small caps versus EM large 
caps  
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Source: Bloomberg, WisdomTree as of 29 September 2025. You cannot invest directly in an index. Historical performance is 
not an indication of future performance, and any investments may go down in value. EM small cap growth refers to the MSCI 
Emerging Markets Small Cap Growth Index. EM small cap value refers to the MSCI Emerging Markets Small Cap Value Index. EM 
Large Caps refers to the MSCI Emerging Markets Index.

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index (Bloomberg Ticker: 
WTEMSUHT Index) was built to capture the small cap value segment of the emerging markets. It 
does so by maintaining sensitivity to valuation through its annual rebalance.

The proof is in the performance

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index has provided higher returns 
with less risk over the long term, as illustrated by Figure 2 on an average annual return basis for 
the one-year, three-year, five-year and 10-year periods: 

	+ Long-term outperformance — WisdomTree Emerging Markets SmallCap Dividend UCITS Index 
outperformed both the MSCI Emerging Markets Index and the MSCI Emerging Markets Small 
Cap Index — and with relatively low risk over the past 10 years.

	+ Higher Sharpe ratio – WTEMSUHT’s Sharpe ratio (return per unit of risk) was higher relative to 
the MSCI Emerging Markets Index and the MSCI Emerging Markets Small Cap Index, illustrating 
the Index provides attractive risk-adjusted returns over the 3-year, 5-year and 10-year periods.

	+ Lower risk – The higher sharpe ratio was driven in large part by lower risk. WTEMSUHT had 
lower risk than the MSCI Emerging Markets Index over the 1-year, 3-year, 5-year and 10-year 
periods. 
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Figure 2: Risk and return measures: WisdomTree Emerging Markets SmallCap Dividend 
UCITS Index

2	 Beta measures the volatility of the Index relative to the overall market, indicating how much a specific asset’s return are 
expected to move in line with the broader market.

Period Index Annualised 
Return

Standard 
Deviation

Sharpe Ratio Beta2

YTD

WisdomTree Emerging Markets 
SmallCap Dividend UCITS Index

22.19% 14.28% 1.23 0.82

MSCI Emerging Markets Small 
Cap Index

19.12% 11.87% 1.22 0.87

MSCI Emerging Markets Index 34.29% 13.12% 2.26 1.00

1-Year

WisdomTree Emerging Markets 
SmallCap Dividend UCITS Index

6.72% 12.98% 0.16 0.76

MSCI Emerging Markets Small 
Cap Index

5.67% 11.75% 0.09 0.81

MSCI Emerging Markets Index 14.06% 13.25% 0.71 1.00

3-Year

WisdomTree Emerging 
Markets SmallCap Dividend 
UCITS Index

18.26% 11.90% 1.12 0.75

MSCI Emerging Markets Small 
Cap Index

15.65% 13.27% 0.80 0.74

MSCI Emerging Markets Index -13.29% 15.73% -1.16 1.00

5-Year

WisdomTree Emerging 
Markets SmallCap Dividend 
UCITS Index

12.26% 12.31% 0.74 0.73

MSCI Emerging Markets Small 
Cap Index

10.14% 15.94% 0.44 0.77

MSCI Emerging Markets Index 4.62% 17.37% 0.09 1.00

10-Year

WisdomTree Emerging Markets 
SmallCap Dividend UCITS 
Index

10.02% 13.70% 0.57 0.85

MSCI Emerging Markets Small 
Cap Index

6.22% 14.27% 0.28 0.84

MSCI Emerging Markets Index 5.61% 15.88% 0.21 1.00

Sources: Bloomberg, as of 29 September 2025. Historical performance is not an indication of future performance, and any 
investments may go down in value. You cannot invest directly in an index. Beta: Measured relative to the MSCI Emerging Markets 
Index.
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Small companies, large dividends

Although many investors may believe large companies pay the highest dividend yield, this is 
not necessarily the case. As Figure 3 illustrates, the WisdomTree Emerging Markets SmallCap 
Dividend UCITS Index currently provides a far higher dividend yield than other emerging market 
equity indices, thus providing investors with much greater income potential. 

Figure 3: Dividend yields in EM small caps can be attractive compared to benchmark 
indices  
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Source: Bloomberg, as of 29 September 2025.  You cannot invest directly in an index. Historical performance is not an 
indication of future performance, and any investments may go down in value.

We believe that focusing on small cap dividend payers is a quantitative, disciplined way to access 
the value premium, avoid speculative companies and locate yield opportunities. So, how do we 
do it?

WisdomTree Emerging Markets SmallCap Dividend UCITS Index weights by dividends. We’ve 
discovered during our firm’s history that our dividend-weighed approach tends to make the 
greatest difference in less efficient markets. 

Most exchange-traded funds (ETFs) are market cap-weighted, meaning they give more weight to 
companies selling at higher prices rather than those potentially offering stronger fundamentals. 
But at WisdomTree, we believe fundamentals such as dividends offer more objective measures of 
a company’s health, value and profitability than stock price alone. Consider that:

	+ Dividends have theoretical and empirical importance in determining stock values

	+ The payment of dividends indicates that management is focused on increasing shareholder 
value
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	+ Dividend stocks offer potential for income, income growth and capital appreciation

	+ Dividends can provide benefits regardless of the market direction 

Figure 4: The WisdomTree Emerging Market Small Cap Dividend UCITS Index tilts its 
weight towards companies with higher dividend yield  
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Source: WisdomTree, Factset as of 29 September 2025. You cannot invest directly in an index. Historical performance is not an 
indication of future performance, and any investments may go down in value.  

A rules-based methodology focused on dividends

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index seeks to include a broad 
array of dividend-paying small cap stocks. Our methodology is designed to work on an ongoing 
basis, annually rebalancing to maintain its focus on small companies that pay dividends. It’s 
important to note that focusing on small cap EM dividend payers doesn’t lead to a narrow index.



WisdomTree Emerging Markets SmallCap Dividend UCITS ETF

8For Financial Professional Use Only

Figure 5: Methodology matters — how the WisdomTree Emerging Markets SmallCap 
Dividend UCITS Index maintains its focus

Selection rules

Eligible 
universes

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index ("WTEMSUHT") is 
derived from the WisdomTree Emerging Markets Dividend Index. The WisdomTree Emerging 
Markets Dividend Index (“EMDI”) measures the stock performance of companies that pay 
regular cash dividends on shares of common stock, have positive earnings over the past 
year and that conduct their primary business activities in the following 18 emerging market 
nations: Brazil, Chile, China, Czech Republic, Hungary, India, Indonesia, Korea, Malaysia, 
Mexico, Philippines, Poland, Russia, Saudi Arabia, South Africa, Taiwan, Thailand, Turkey 
(‘Emerging Market Countries’). Constituents must also have paid at least $5 million in gross 
cash dividends during the annual cycle prior to the annual reconstitution in October. 

Market cap 
requirement At least $200 million as of the annual screening date.

Liquidity 
requirements

Median daily dollar volume of at least $200,000 for each of the six months preceding the 
screening date. The annual screening date is 30 September each year.  

Selection 
methodology

The WisdomTree Emerging Markets SmallCap Dividend UCITS Index is derived from the 
WisdomTree Emerging Markets Dividend Index. New additions to the index are those 
companies that rank in the bottom 10% of total market capitalisation of the WisdomTree 
Emerging Markets Dividend Index as of the screening date. Additionally, up to 100 of the 
largest Chinese domestic listed companies that meet ‘EMDI’ index criteria based on the 
bottom 10% market capitalisation cut-off of the ‘EMDI’ index (without A shares that are part 
of the connect program and meet index requirements), may be included. Constituents are 
removed if they rank above the bottom 13% of total market capitalisation of the ‘EMDI’ index 
at the screening date.

Weighting rules

Weighting

Each company's weight is proportional to its annual cash dividends paid over the annual 
cycle prior to the annual screening date, or Dividend Stream®, compared to that of all other 
Index constituents. Each company therefore must pay regular cash dividends. Special 
dividends are excluded.

Capping rules

Exposure to any country or sector is capped at 25%. Chinese domestic stock market 
exposure will be treated separately and capped at 5%. Real Estate sector will be capped at 
15%. These are soft caps, because between annual Index screening dates, sector weights 
may shift above these caps due to market movement. This capping rule exists because 
dividend-paying small cap stocks in emerging markets may concentrate within particular 
countries or sectors. The methodology is meant to maintain its broadness of exposure.

Liquidity 
adjustment 
factor

If a security has a calculated volume factor of less than $400 million, its weight will be 
reduced proportionally by a liquidity factor that equals the original calculated volume factor 
divided by $400 million. The implementation of the volume factor may cause an increase in 
the holdings, sector and country weights above the specified caps.
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Managing valuation risk through annual rebalancing

The Index is rebalanced annually based on relative value to maintain a focus on the small cap 
value premium. The constituents and weights can change depending upon: 

	+ Share price performance: Since dividend yield is calculated as dividends paid over the prior 
12 months, divided by share price, the behaviour of the share price does have an impact on 
the dividend yield. If we assume the dividend is constant, a rising share price would mean a 
lower dividend yield. Conversely, a falling share price can lead to a less expensive stock and a 
higher dividend yield.

	+ Dividend growth (or reduction): Rising dividends are another way to see a dividend yield 
potentially rise, just as falling dividends are another way to see a dividend yield potentially fall. 

It is important to note that when the Index is rebalanced, caps are set at 25% to sectors and 
countries in order to mitigate the risk of overexposure. In our opinion, a rules-based process 
focused on weighting by dividends can offer potential outperformance, higher yields and lower 
risk than market capitalisation approaches.

Introducing the WisdomTree Emerging Markets SmallCap Dividend UCITS ETF

The WisdomTree Emerging Markets SmallCap Dividend UCITS ETF (DGSE) tracks the WisdomTree 
Emerging Markets SmallCap Dividend UCITS Index. The Fund can be a smart way to access 
emerging market small caps, as it:

1.	 Provides direct access to local consumer sectors and local economies

2.	 Enhances the small cap and value premiums through dividend weighting

3.	 Provides the potential for additional income

4.	 Offers a unique country mix

5.	 Can help complete emerging market allocations

Exposure to Emerging Market Small Cap dividend payers offers differentiated growth and income 
potential alongside higher risk. In addition to typical small cap risks which include greater price 
swings, lower liquidity and economic sensitivity, emerging markets can face elevated political, 
regulatory and governance uncertainties, variable accounting standards, capital control and 
settlement risks, as well as more pronounced currency fluctuations. The strategy’s rules-based, 
dividend-weighted design and country/sector caps seek to maintain valuation discipline and 
diversify exposures but can still lead to concentrations and higher turnover at rebalances. 
Dividends may be reduced or suspended, and performance may diverge meaningfully from 
broad EM benchmarks, in either direction, particularly when local sentiment shifts or exchange 
rates move sharply. These characteristics should be weighed carefully as part of a diversified, 
long-term EM allocation. 
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Fund information: WisdomTree Emerging Markets SmallCap Dividend UCITS ETF 

Base 
currency

Ticker Exchange ISIN BBG code Listing currency TER %

USD DGSE LSE IE00BQZJBM26 DGSE LN GBx 0.54

USD DGSD LSE IE00BQZJBM26 DGSD LN USD 0.54

USD DGSE SIX IE00BQZJBM26 DGSE SW CHF 0.54

USD DGSE Borsa 
Italiana 

IE00BQZJBM26 DGSE IM EUR 0.54

USD WTED XETRA IE00BQZJBM26 WTED GY EUR 0.54

 
TER: Total expense ratio
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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 issued in jurisdictions outside of the EEA: This document has been 
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United 
Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” 
(as applicable). Our Conflicts of Interest Policy and Inventory are available on request.

This marketing communication has been prepared for professional investors, but the 
WisdomTree products set out in this document may be available in some jurisdictions to any 
investors, subject to applicable laws and regulations. As the product may not be authorised 
or its offering may be restricted in your jurisdiction, it is the responsibility of every person 
or entity to satisfy themselves as to the full observance of the laws and regulations of the 
relevant jurisdiction. Prior to any application investors are advised to take all necessary legal, 
regulatory, tax and investment advice on the suitability and consequences of an investment 
in the products. Past performance is not a reliable indicator of future performance. Any 
historical performance included in this document may be based on back testing. Back 
testing is the process of evaluating an investment strategy by applying it to historical data to 
simulate what the performance of such strategy would have been. Back tested performance 
is purely hypothetical and is provided in this document solely for informational purposes. 
Back tested data does not represent actual performance and should not be interpreted as 
an indication of actual or future performance. The value of any investment may be affected 
by exchange rate movements. Any decision to invest should be based on the information 
contained in the appropriate prospectus and after seeking independent investment, tax and 
legal advice. These products may not be available in your market or suitable for you. The 
content of this document does not constitute investment advice nor an offer for sale nor a 
solicitation of an offer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the 
underlying index, less costs, but it is not expected to match that performance precisely. ETPs 
involve numerous risks including among others, general market risks relating to the relevant 
underlying index, credit risks on the provider of index swaps utilised in the ETP, exchange rate 
risks, interest rate risks, inflationary risks, liquidity risks and legal and regulatory risks.

The information contained in 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 in 
the United States or any province or territory thereof, where none of the issuers or their products 
are authorised or registered for distribution and where no prospectus of any of the issuers has 
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been filed with any securities commission or regulatory authority. No document or information 
in this document should be taken, transmitted or distributed (directly or indirectly) into the 
United States. None of the issuers, nor any securities issued by them, have been or will be 
registered under the United States Securities Act of 1933 or the Investment Company Act of 1940 
or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based 
on publicly available information. Although WisdomTree endeavours to ensure the accuracy 
of the content in this document, WisdomTree does not warrant or guarantee its accuracy or 
correctness.

Any third party data providers used to source the information in this document make no 
warranties or representation of any kind relating to such data. 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 loss arising from any 
use of this document or its contents.

This document may contain forward looking statements including statements regarding our 
belief or current expectations with regards to the performance of certain assets classes and/or 
sectors. Forward looking statements are subject to certain risks, uncertainties and assumptions. 
There can be no assurance that such statements will be accurate and actual results could differ 
materially from those anticipated in such statements. WisdomTree strongly recommends that 
you do not place undue reliance on these forward-looking statements.

WisdomTree Issuer ICAV

The products discussed in this document are issued by WisdomTree Issuer ICAV (“WT Issuer”). 
WT Issuer is an umbrella investment company with variable capital having segregated liability 
between its funds organised under the laws of Ireland as an Irish Collective Asset-management 
Vehicle and authorised by the Central Bank of Ireland (“CBI”). WT Issuer is organised as an 
Undertaking for Collective Investment in Transferable Securities (“UCITS”) under the laws of 
Ireland and shall issue a separate class of shares ("Shares”) representing each fund.  

The Fund is described in a Key Information Document (KID) or Key Investor Information 
Document (KIID) for UK investors, and the prospectus of WT Issuer (“WT Prospectus”). A copy of 
the WT Prospectus and the KID / KIID is available, for EEA/UK only, in English at www.wisdomtree.
eu. Where required under national rules, the KID will also be available in the local language of 
the relevant EEA Member State. Investors should read the WT Prospectus before investing and 
should refer to the section of the WT Prospectus entitled ‘Risk Factors’ for further details of risks 
associated with an investment in the Shares.  

The summary of investor rights associated with an investment in the fund is available in English 
on WisdomTree Europe’s website. WisdomTree Management Limited may decide to terminate 
the arrangements made for the marketing of its collective investment undertakings. In such 

https://www.wisdomtree.eu/
https://www.wisdomtree.eu/
https://www.wisdomtree.eu/-/media/eu-media-files/other-documents/regulatory/summary-of-investor-rights---wisdomtree-issuer-icav.pdf?
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circumstances, shareholders in the affected EEA Member State will be notified of this decision 
and will be provided with the opportunity to redeem their shareholding in the fund free of any 
charges or deductions for at least 30 working days from the date of such notification. 

Notice to Investors in Switzerland – Qualified Investors 

This document constitutes an advertisement of the financial product(s) mentioned herein.  

The prospectus and the key investor information documents (KIID) are available from 
WisdomTree’s website: https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-
regulatory-reports 

Some of the sub-funds referred to in this document may not have been registered with the Swiss 
Financial Market Supervisory Authority (“FINMA”). In Switzerland, such sub-funds that have not 
been registered with FINMA shall be distributed exclusively to qualified investors, as defined 
in the Swiss Federal Act on Collective Investment Schemes or its implementing ordinance 
(each, as amended from time to time). The representative and paying agent of the sub-funds 
in Switzerland is Société Générale Paris, Zurich Branch, Talacker 50, PO Box 5070, 8021 Zurich, 
Switzerland. The prospectus, the key investor information documents (KIID), the articles of 
association and the annual and semi-annual reports of the sub-funds are available free of charge 
from the representative and paying agent. As regards distribution in Switzerland, the place of 
jurisdiction and performance is at the registered seat of the representative and paying agent. 

For Investors in France: The information in this document is intended exclusively for professional 
investors (as defined under the MiFID) investing for their own account and this material may 
not in any way be distributed to the public. The distribution of the Prospectus and the offering, 
sale and delivery of Shares in other jurisdictions may be restricted by law. WT Issuer is a UCITS 
governed by Irish legislation, and approved by the Financial Regulatory as UCITS compliant 
with European regulations although may not have to comply with the same rules as those 
applicable to a similar product approved in France. The Fund has been registered for marketing 
in France by the Financial Markets Authority (Autorité des Marchés Financiers) and may be 
distributed to investors in France. Copies of all documents (i.e. the Prospectus, the Key Investor 
Information Document, any supplements or addenda thereto, the latest annual reports and the 
memorandum of incorporation and articles of association) are available in France, free of charge 
at the French centralizing agent, Societe Generale at 29, Boulevard Haussmann, 75009, Paris, 
France. Any subscription for Shares of the Fund will be made on the basis of the terms of the 
prospectus and any supplements or addenda thereto. 

For Investors in Malta: This document does not constitute or form part of any offer or invitation 
to the public to subscribe for or purchase shares in the Fund and shall not be construed as such 
and no person other than the person to whom this document has been addressed or delivered 
shall be eligible to subscribe for or purchase shares in the Fund. Shares in the Fund will not in any 
event be marketed to the public in Malta without the prior authorisation of the Maltese Financial 
Services Authority.

https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports
https://www.wisdomtree.eu/en-ch/resource-library/prospectus-and-regulatory-reports
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For Investors in Monaco: This communication is only intended for duly registered banks and/or 
licensed portfolio management companies in Monaco. This communication must not be sent to 
the public in Monaco.

For Investors in Israel: Offering materials for the offering of the Shares and securities have 
not been filed with or approved or disapproved by the United States Securities and Exchange 
Commission or any other state or federal regulatory authority, nor has any such regulatory 
authority passed upon or endorsed the merits of this offering or passed upon the accuracy or 
completeness of any offering materials. Any representation to the contrary is unlawful. The 
products mentioned herein have not been approved by the Israel Securities Authority and 
will only be distributed to Israeli residents in a manner that will not constitute “an offer to the 
public” under sections 15 and 15a of the Israel Securities Law, 5728-1968 (“the Securities Law”) 
or section 25 of the Joint Investment Trusts Law, 5754-1994 (“the Joint Investment Trusts Law 
“), as applicable. The products are being offered to a limited number of investors (35 investors 
or fewer during any given 12 month period) and/or those categories of investors listed in the 
First Addendum (“the Addendum”) to the Securities Law, “Sophisticated Investors”) who in 
each case have provided written confirmation that they qualify as Sophisticated Investors, and 
that they are aware of the consequences of such designation and agree thereto; in all cases 
under circumstances that will fall within the private placement or other exemptions of the Joint 
Investment Trusts Law, the Securities Law and any applicable guidelines, pronouncements or 
rulings issued from time to time by the Israel Securities Authority.

This prospectus or this document may not be reproduced or used for any other purpose, nor be 
furnished to any other person other than those to whom copies have been sent. Any offeree who 
purchases a product is purchasing such product for its own benefit and account and not with 
the aim or intention of distributing or offering such product to other parties (other than, in the 
case of an offeree which is a Sophisticated Investor by virtue of it being a banking corporation, 
portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, 
where such offeree is purchasing a product for another party which is a Sophisticated Investor).  

Nothing in this document should be considered investment advice or investment marketing 
as defined in the Regulation of Investment Counselling, Investment Marketing and Portfolio 
Management Law, 5755-1995. Investors are encouraged to seek competent investment 
counselling from a locally licensed investment counsel prior to making the investment. A 
recipient of this document may be required to provide confirmation that it is a Sophisticated 
Investor purchasing a product for its own account or, where applicable, for other Sophisticated 
Investors.  
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