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n light of the strong performance
from U.S. stocks over the past five
years, it’s reasonable for an investor
to ask “Why international stocks now?”.
We are convinced that the reasons for
investing internationally are even more
compelling today than they were twenty
years ago. Permit us to illustrate the most
significant reasons for investing internationally today.

1. The Opportunity Set is
Dramatically Larger
As of the end of June 2019, 59% of the
weight of the world stock market capitalization consisted of non-US companies.
Investing has become a more global activity over the past twenty years, with many
more investment opportunities becoming
apparent in both developed and developing countries. The largest companies in
many industries are in fact foreign rather
than U.S.-based. For example, of the 15
largest banks in the world, 9 are outside
the U.S. Other industries dominated by
foreign firms include Metals and Mining
(12 of top 15), Airlines (11 of top 15),
Automobiles (12 of top 15), Diversified
Telecommunication Services (12 of top
15) and Pharmaceuticals (8 of top 15).
Source: MSCI All Country World Index,
ranked by index weight as of 6/30/19.
While the market value weight of foreign
stock markets as a percentage of world
equity markets has increased over time,
U.S. investors have tended to overweight
their portfolios toward U.S. securities
simply as a matter of habit (the so-called
“home country bias”). This has resulted
in neglecting the significantly attractive
investment opportunities available today
in overseas markets.

2. The Growth Opportunities
are Greater

many developed nations, a number of
emerging countries are experiencing
robust population growth, with positive effects for their economies. As incomes rise in emerging markets, an increasingly large number of consumers
will be able to purchase automobiles,
televisions, mobile phones and other
products and services demanded by
middle class consumers. Infrastructure
such as bridges, roads and airports will

need to be built, creating demand for
experienced industrial companies from
both emerging and developed countries. According to International Monetary Fund (IMF) data, emerging and
developing economies account for an
increasingly larger percentage of world
GDP, and this trend presents attractive
growth potential for an investor in international stocks.
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The growth potential in many so-called
emerging markets today is a generational
opportunity to take advantage of unprecedented demographic and political change.
While population growth stagnates in
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3. Overseas Markets have Lagged
the U.S. Recently

CHA RT 3 : U .S. I N DI C ES H A V E F A RED BET T ER T H AN
G L OBA L M A RK ET S REC EN T L Y

Experienced investors know that rebalancing portfolios toward lagging asset
classes can both reduce risk and increase
returns over time. The rebound in global
stock markets over the past five years
presents just such an opportunity today.
While the U.S. stock market has been
the strongest performer over this period,
developed and emerging market indices
have been relative underperformers, presenting an attractive entry point for investors looking to take advantage of the
larger opportunity set and greater growth
opportunities in international markets.
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4. The Current Valuation of
International Markets is Very
Attractive
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with the result that markets around the
world present dramatically different valuation pictures today. While the U.S. stock CHART 4 : M A RK ET V A L U A T I ON S A ROU N D T H E W O R L D
Trailing 1-Year Price-to-Earnings Ratio
market trades at among the highest P/E
ratios in the world today, companies in international developed and emerging markets trade on average at significantly lower
multiples of earnings. Investor returns
depend in part on the initial valuation
when an investment is made, and today’s
20.9x
valuation levels in international securities
suggest attractive relative return potential
going forward. Importantly, investing at
low multiples also tends to reduce the risk
14.9x
of investing in markets in the process of
peaking in price.
13.5x
(1)

The above are a few of the reasons why
we find opportunities in international
markets to be especially compelling today. We believe that a disciplined process
of systematically investing in high-quality
companies around the world that exhibit
good growth potential, strong earnings
acceleration and reasonable valuation is
likely to result in favorable returns for the
long-term investor.
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DISCLOSURES
The opinions stated in this presentation are those of Renaissance as of the date listed on this presentation and are subject to change at any time due to changes in market or
economic conditions.
Diversification does not guarantee a profit or protect against a loss.

PERFORMANCE
If Renaissance or benchmark performance is shown, it represents historically achieved results, and is no guarantee of future performance. Future investments may be made
under materially different economic conditions, in different securities and using different investment strategies and these differences may have a significant effect on the results
portrayed. Each of these material market or economic conditions may or may not be repeated. Therefore, there may be sharp differences between the benchmark or Renaissance
performance shown and the actual performance results achieved by any particular client. Benchmark results are shown for comparison purposes only. The benchmark presented
represents unmanaged portfolios whose characteristics differ from the composite portfolios; however, they tend to represent the investment environment existing during the time
periods shown. The benchmark cannot be invested in directly. The returns of the benchmark do not include any transaction costs, management fees or other costs. The holdings
of the client portfolios in our composites may differ significantly from the securities that comprise the benchmark shown. The benchmark has been selected to represent what
Renaissance believes is an appropriate benchmark with which to compare the composite performance.
The value of an investment may fall as well as rise. Please note that different types of investments involve varying degrees of risk and there can be no assurance that any specific
investment will either be suitable or profitable for a client or prospective client’s investment portfolio. Investor principal is not guaranteed and investors may not receive the full
amount of their investment at the time of sale if asset values have fallen. No assurance can be given that an investor will not lose invested capital. Consultants supplied with these
performance results are advised to use this data in accordance with SEC guidelines. The actual performance achieved by a client portfolio may be affected by a variety of factors,
including the initial balance of the account, the timing and amount of any additions to or withdrawals from the portfolio, changes made to the account to reflect the specific
investment needs or preferences of the client, durations and timing of participation as a RIM client, and a client portfolio’s risk tolerance, investment objectives, and investment
time horizon. All investments carry a certain degree of risk, including the loss of principal and are not guaranteed by the U.S. government.

MSCI DATA
MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not
be further redistributed or used to create indices or financial products. This report is not approved or produced by MSCI.

S&P DATA
S&P Dow Jones is the source and owner of the trademarks, service marks and copyrights related to the S&P Indexes. S&P® is a trademark of S&P Dow Jones. This presentation may contain proprietary S&P data and unauthorized use, disclosure, copying, dissemination or redistribution is strictly prohibited. This is a presentation of Renaissance
Investment Management. S&P Dow Jones is not responsible for the formatting or configuration of this material or for any inaccuracy in Renaissance’s presentation thereof.
This data is to be used for the recipient’s internal use only.

REFERENCED INDICES

(Indices are unmanaged and are not available for direct investment.)
MSCI ACWI Index—The MSCI All Country World Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of the
developed and emerging markets.
MSCI EAFE—The MSCI EAFE Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of the developed markets
excluding the United States and Canada.
MSCI Emerging Markets—The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance in
the emerging markets.
MSCI USA Index—The MSCI USA Index is a free float adjusted market capitalization index that is designed to measure the performance of the large and mid-cap segments
of the U.S. equity market.
S&P 500 Index—The S&P 500 Stock Index is a market capitalization weighted index and consists of 500 stocks chosen for market size, liquidity and industry group representation.
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