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CHINA’S WESTWARD AMBITIONS�

After a decade of U.S. equity market outperformance, a value opportunity may be on offer in the WisdomTree Middle 

East Dividend Fund (GULF), our frontier markets ETF1. Unlike U.S. equities, the WisdomTree Middle East Dividend Index 

has actually returned -0.36% per year since it was incepted in June 2008. In contrast, the MSCI Emerging Markets Index 

and the S&P 500 are up 4.22% and 10.95% per year, respectively.2 

Yet despite the performance trouble confronted by Middle Eastern equities over those years, GULF witnessed some 

periods when it would have materially diversified emerging markets risk. For example, emerging markets were down 

2.4% in 2013, but GULF returned 37.1% that year. Emerging markets declined marginally the very next year too, and yet 

GULF posted gains of 11.4% in 2014.3

But by and large, GULF has refused to participate in the global equity rally, opening up a potentially compelling relative 

valuation case. The WisdomTree Index that GULF tracks is now changing hands for 11.6 and 11.1 times trailing and 

forward earnings4, respectively, with a dividend yield5 of 5.0%.6

Promisingly, the region offers exposure to a series of bullish secular theses, from a Chinese “going out” strategy that 

relies on warm relations with the Mideast to a potential moderation of intraregional conflicts. Also, the region’s equities 

stand to benefit from developing capital markets, specifically as foreigners take equity stakes in Saudi Aramco, the state 

oil company some value at $1.5 trillion.7

THE SILK ROAD�

Importantly, GULF may offer backdoor exposure to China’s massive “Belt and Road Initiative,” the multicontinental 














