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International Equity Diversification

Since 1999, US investors in international stocks have experienced a drag on returns, on average. And for the decade
between 2010 and 2019, investors in international stocks received lower returns and higher volatility than had
they just invested in US stocks. Since 2019, this has moderated as adding international stocks would have lowered
total volatility relative to investing solely in the US. Overall, across this 27-year period, investors have only been
the beneficiary of higher returns and lower volatility in 12% of the rolling 3-year periods. Conversely 34% of the
rolling 3-year periods had lower returns and higher volatility. When risk and return are considered, the case for
holding international stocks seems challenging.

Rolling Outperformance for US Stocks
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Source: Morningstar. US Stocks represented by MSCI USA Index. International Stocks represented by MSCI ACWI Ex USA
(Net). Values represent the excess returns of US stocks vs international stocks. 3-Year values reflect cumulative differ-
ence over rolling 3-year periods.

3-Year Impact to Volatility of Adding 40% International Stocks
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Source: Morningstar. US Stocks represented by MSCI USA Index. International Stocks represented by MSCI ACWI Ex USA
(Net). Values represent the change in portfolio volatility of moving from 100% USA to 60% USA and 40% ACWI Ex USA
(Net).



Relationship between impact to risk and returns of adding
40% International Stocks
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Impact to Annualized Returns

Source: Morningstar. US Stocks represented by MSCI USA Index. International Stocks represented by MSCI ACWI Ex USA
(Net). Values represent the change in portfolio return (x-axis) and volatility (y-axis) of moving from 100% USA to 60%
USA and 40% ACW!I Ex USA (Net). Values are the impact over rolling 3-year periods — returns are annualized.

One consideration for investors questioning the role of international stocks is that fundamentals outside of the US
are more attractive. Across yields, P/E ratios and Price to Book Value, the US would be considered expensive rela-
tive to a broad international index. Further, when looking at the historical trend in forward P/E ratios, we see that
the gap has widened steadily between US and International stocks since late 2011, corresponding to the steady
outperformance of US stocks®. While this disparity does not mean that international stocks are set to outperform
US stocks, or deliver less volatility, it does mean that investors are buying international stocks at a discount relative
to the US. It also means that the risk baked into the constituent companies missing earnings expectations or not
living up to aggregate investor expectations is potentially less for international stocks than US stocks.

Index Fundamentals
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Source: MSCI

1 Of note, between 2011 and 2022, the US dollar strengthened by about 25%, further contributing to
outperformance and relative multiple expansion.



Forward P/E for US and International Stocks
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Lastly, for investors concerned about market concentration, investing internationally can be a great place to find
some diversification. International markets have a much lower concentration of stocks in the top 10 — the top 10
stocks in the MSCI ACWI Ex USA account for less than 15% of total market exposure. Compare this to the US, where
the top 10 holdings account for nearly 40% of total market exposure. While all equity markets are more concen-
trated than a decade ago, the US has increased notably as technology companies have grown significantly. To this
point, international markets have a more balanced sector exposure relative to the US. While technology has been
the primary driver of returns for the US market, balancing out sector exposure by adding or maintaining exposure
to international stocks can be an important risk control mechanism.

Percent of Stocks in Top-10 Holdings
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Source: Bloomberg; US Stocks represented by the S&P 500 Index. International Stocks represented by the MSCI
ACWI ex USA



Sector Weights in US Stocks
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Sector Weights in International Stocks
50%
45%
40%
35%
30%
25%
20%
15%
10% I
1o hililln
. (I | - Hn
=l 2 ol
;\&"’ -:@ &5 & & ,3@ & @&' &
& & & & € FE S
& ¢§} é‘é < Qg? N «e."’ X @@
» > & R {'D\
& & IS & &
& & [ X
';0((‘ (s} ™
(_’0 (_,O NS

M |nternational Stocks 2015 B International Stocks Apr-26

Source: Bloomberg. US Stocks represented by the S&P 500 Index. International Stocks represented by the
MSCI ACWI ex USA.

As a result of the less pricey fundamentals, lower levels of concentration and increased balance across sectors, we
believe equity investors should at the very least maintain their international equity exposure and potentially re-
balance back to strategic targets if one’s portfolio has tilted towards the US due to strong relative performance.



Past performance is not indicative of future results.

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.

The MSCI USA Index is designed to measure the performance of the large and mid cap segments of the US market.
With 537 constituents, the index covers approximately 85% of the free float-adjusted market capitalization in the
us.

The MSCI ACWI ex USA Index captures large and mid cap representation across 22 of 23 Developed Markets (DM)
countries (excluding the US) and 24 Emerging Markets (EM) countries*. With 2,311 constituents, the index covers
approximately 85% of the global equity opportunity set outside the US.

The S&P 500 is a stock market index tracking the stock performance of 500 leading companies listed on stock
exchanges in the United States. It includes approximately 80% of the total market capitalization of U.S. public
companies, with an aggregate market cap of more than $61.1 trillion as of December 31, 2025.

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.

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

The information and opinions contained in this material are derived from various sources. No representations are
made as to the accuracy or completeness of the information set forth in these materials. The opinions expressed
are as of the date indicated and believed to be reliable. LCG assumes no obligation to update this information, or to
advise on further developments relating to it. LCG reserves the right at any time and without notice to change,
amend, or cease publishing the information.



