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Through May, developed international equities have outperformed US equities by 16 percentage points while emerging
international equities have outperformed US equities by 8 percentage points. This reverses a trend that has persisted since 2010.
For the 15 years through 2024, US equities returned a cumulative 600% while developed international equities and emerging
market equities returned 115% and 56% respectively. With this near-term reversal, a key question is whether the age of “US
exceptionalism” is over and the time for international equities is here?

Relative Performance in 2025 vs Prior 15 years
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Notes: US equities represented by S&P 500 Index. International developed equities represented by MSCI EAFE Index (net).
International emerging equities represented by MSCI Emerging Markets Index (net).

In order to better understand how the future might shape up, it’s instructive to first acknowledge what led to the substantial
performance discrepancy. Over that same 15-year period, there was no single market or economic event that one can point to.
Instead, there were a number of factors that collectively led to the annual return gap of 8%. While on average, international
stocks enjoyed a higher dividend yield over this period of 1.37%, US stocks saw significantly higher (relative) earnings growth
and PE expansion (4.3% and 3.25% respectively). In fact, while PEs in the US expanded by 2.5% on average, PEs among
international stocks contracted by -0.75%. Lastly, a strengthening US dollar over this period on average depressed international
stock returns earned by US investors by -1.83% per year. This year in contrast, the Dollar has depreciated 8% and PEs for
International stocks have appreciated 16% while PEs for US stocks have declined 3%. Yields have remained roughly equal to
longer term averages. Notably, we have not seen enough on the earnings front to ascertain whether the long-term trend of
higher earnings growth in the US has continued or reversed.

Past performance is not indicative of future results.



Components of (Annualized) US Outperformance 2010 - 2024
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Source: LCG calculations using data from Bloomberg.

The result of this outperformance is a market where valuations in the US are above their average for the last 15 years, while
valuations for international stocks are slightly below their average over the last 15 years. Additionally, the Dollar is at an
intermediate term high vs foreign currencies.
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Source: LCG calculations using data from Bloomberg

Looking forward, PE ratios on expected earnings over the next 12 months are not significantly different from current market
valuations. Because of this, an expectation for prolonged outperformance by international stocks would rely on economic and
market forces that would lead to sustained multiple expansion, earnings growth in excess of forward expectations and possibly
even sustained depreciation of the US Dollar. For example, between 2002 and 2008, international stocks (as seen by US investors)
cumulatively outperformed US stocks 26.5% vs -13.7%. This relative advantage was largely the result of a depreciating dollar,
which fell a total of -30% over that period.?

INotably, this period was unique in history as the beginning was in the middle of a bear market (3/2000 — 3/2003) and the end was also in a
bear market (7/2007 — 2/2009).
Past performance is not indicative of future results.



Historical and Forward PE Ratios for US and Developed International Stocks
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Source: Bloomberg and MSCI. Historical PEs are smoothed over trailing 3-years.

In addition to these differences in fundamentals, international stocks also offer differentiated sector exposure to US stocks.
Sector differences can lead to diversification benefits and in fact, since 2020, correlations between US and international stocks
have started to come down, leading to increased diversification benefits of owning international stocks. The net result is that we
believe investors should continue to allocate to international stocks.

Sector Differences and Correlations between US and International Stocks
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Source: LCG calculations using data from Bloomberg. Correlations reflect rolling 36-month periods. Sector data obtained from
MSCI and S&P Global.

After more than a decade of dominant U.S. equity performance, 2025 has marked a notable shift—with international developed
and emerging markets outperforming U.S. equities by significant margins. The drivers of the past performance gap appear to be
fading or even reversing. Indeed, international equities have seen some positive PE expansion, and the Dollar has started to
soften. These 2025 trends have enhanced the traditional case for global investing (correlation and sector differences). As a result,
we see a strong case for continuing to invest internationally and even the potential for US investors to pull back on the systematic
migration away from international stocks.

Past performance is not indicative of future results.



Past performance is not indicative of future results. Index performance returns do not reflect any management fees, transaction
costs, or expenses. Indices are unmanaged and cannot be invested in directly. Current performance data may be higher or lower
than actual data quoted. Performance for periods greater than 1 year is annualized. This document was prepared without regard
to the specific objectives, financial situation, or needs of any particular person or entity who may receive it. This analysis is for
informational purposes only and is not intended to be an offer, solicitation, or recommendation with respect to the purchase or
sale of any security, nor a recommendation of services supplied by any investment organization and does not include all factors
that should be considered when choosing an investment advisor or strategy. This presentation is not investment, legal, tax, or
accounting advice. Investors should consult with their own professional advisors for advice on any investment, legal, tax, or
accounting issue(s). While the information contained herein highlights important data, it does not purport to highlight all
dimensions of risk. The information provided herein is based on matters as they exist as of the date of preparation, or otherwise
indicated throughout the presentation, and not as of any future date, and will not be updated or otherwise revised to reflect
information that subsequently becomes available, or circumstances existing or changes occurring after the date hereof. No
representations are made as to the accuracy or completeness of the information set forth in these materials. LCG reserves the
right at any time and without notice to change, amend, or cease publishing the information. If this data is reproduced, in whole
or in part, in any form, the following reference language must be utilized “Source Information: Compiled By: LCG Associates, Inc.;
Bloomberg.” LCG has not received any compensation related to the collection or distribution of this data.

BLOOMBERG® is a trademark and service mark of Bloomberg Finance L.P. and its affiliates (collectively “Bloomberg”). BARCLAYS®
is a trademark and service mark of Barclays Bank Plc (collectively with its affiliates, “Barclays”), used under license. Bloomberg
or Bloomberg’s licensors, including Barclays, own all proprietary rights in the Bloomberg Barclays Indices. Neither Bloomberg nor
Barclays approves or endorses this material or guarantees the accuracy or completeness of any information herein, or makes any
warranty, express or implied, as to the results to be obtained therefrom and, to the maximum extent allowed by law, neither
shall have any liability or responsibility for injury or damages arising in connection therewith.

The S&P 500 and Dow Jones Industrial Average (“Indexes”) and associated data are a product of S&P Dow Jones Indices LLC, its
affiliates and/or their licensors and has been licensed for use by LCG Associates. © 2021 S&P Dow Jones Indices LLC, its affiliates
and/or their licensors. All rights reserved. Redistribution or reproduction in whole or in part are prohibited without written
permission of S&P Dow Jones Indices LLC. For more information on any of S&P Dow Jones Indices LLC’s indices please visit
www.spdji.com. S&P® is a registered trademark of Standard & Poor’s Financial Services LLC (“SPFS”) and Dow Jones® is a
registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P Dow Jones Indices LLC, SPFS, Dow Jones,
their affiliates nor their licensors (“S&P DJI”) make any representation or warranty, express or implied, as to the ability of any
index to accurately represent the asset class or market sector that it purports to represent and S&P DIl shall have no liability for
any errors, omissions, or interruptions of any index or the data included therein.

The MSCI EAFE Index is a free float-adjusted market capitalization index that is designed to measure the performance of large
and mid-cap securities across 21 developed markets, including Europe, Australasia, and the Far East, excluding the US & Canada.
The Index is available for a number of regions, market segments/sizes and covers approximately 85% of the free float-adjusted
market capitalization in each of the 21 countries. The MSCI EAFE Index is not available for investment, and the returns do not
reflect the deductions for management fees or other expenses. The index is unmanaged. The MSCI EAFE Index is for comparison
purposes only. It may or may not hold similar securities to those held by LCG’s clients, and therefore, little correlation may exist.

The MSCI Emerging Markets Index captures large and mid cap representation across 24 Emerging Markets (EM) countries. The
index covers approximately 85% of the free float-adjusted market capitalization in each country.

Indices referenced are unmanaged and cannot be invested in directly. Index returns do not reflect any investment management
fees or transaction expenses.

Past performance is not indicative of future results.



