
International Now?

We are in the midst of heightened volatility, spurred by inflation, the promise of tighter monetary policy and 
exacerbated by the geopolitical risks surrounding the Russian war on Ukraine. One of the tools often used to help 
mitigate volatility is diversification. We can all appreciate the concept, yet many of us only think of diversification 
in the context of our home country. This “home bias” creates a tendency to stick with what feels comfortable. This 
can mute the benefits of diversification and increase portfolio risk. To better capture diversification one should go 
beyond the US country borders.

There are sound reasons supporting allocation to international equities

All countries have unique and varying economic cycles. As an example, the response to the pandemic and the impact 
from the virus has been unique for each country. Following the pandemic draw down, equity performance through 
the end of 2021 resulted in U.S. equities outperforming international equities, leaving foreign equities undervalued 
on a relative basis (see chart below). This lagging performance presents an opportunity for international stocks to 
outpace U.S. stocks moving forward.

Source: Ycharts SPY versus EFA 01/01/20 to 2/24/22
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Performance across equity markets typically rotates. Between 2004 and 2012, foreign equities outpaced U.S. equities. 
Since 2015, performance has favored U.S. equities and currently the spread in returns is the largest in recent history. Timing 
this rotation is difficult, which means investors without international exposure will miss significant gains when the rotation 
occurs. If /when markets revert to mean behavior, international equities could very well be poised for a new upward cycle.

Source: Ycharts SPY versus EFA 01/01/02 to 2/24/22

In general, international equities have less exposure to the technology sector with a stronger tilt towards cyclicals. As 
such, the recent draw-down in growth has been more muted on the international side.
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Sector Allocation: U.S. versus International

iShares MSCI EAFE ETF SPDRÂ® S&P 500 ETF Trust

Emerging markets, in particular, represent opportunities to capitalize on long-term growth relative to the developed 
international sector. Emerging markets also experience periods of weaker correlations with the U.S. equity markets, 
improving diversification benefits. Correlation measures the strength of the relationship between the movements of two 
variables, ranging between +/- 1. The chart below shows the correlation swings between emerging markets and U.S. equities 
over the previous 10 years. Timing these correlation shifts is difficult, meaning portfolios without exposure to emerging 
markets miss out on the potential diversification benefits.

                                          Source: Ycharts SPY versus EFA as of 2/24/22
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Lastly, currency advantages stemming from a weakening dollar may also add potential return. When the U.S. dollar weakens, 
returns in a foreign currency can be exchanged for a greater amount U.S. dollars thus enhancing returns.

How much should be allocated to international equities?

If you look at equity investing from a global perspective, approximately 43% of global market cap resides in U.S equities. In 
theory, a portfolio with merely U.S. equity exposure is missing 57% of global market cap.

Does this mean every investor should be allocating 57% of their equity exposure to the international space? Of course not, 
but it does make a compelling case to extend investing beyond the U.S. border. 
                                                                                                                
International stocks often exhibit greater volatility compared to the U.S., thus making them a bit riskier. Determining how 
much should be allocated to foreign equities will depend on an investor’s ability and willingness to take risk and their time 
horizon. In general, an allocation to international should be meaningful enough to make a difference in a portfolio without 
disrupting the portfolio in the event foreign markets fall out of favor. In other words, moderation is key. In numerical terms, 
allocating between 15%-25% of equity exposure to international is a good place to start. Durand International is an excellent 
opportunity for you and your clients to implement international exposure to add a more diverse allocation.

Source: Ycharts MSCI Emerging Markets Index versus S&P 500 Index as of 2/24/22
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Durand International Now    
The Durand International All-Cap Equity strategy provides a great opportunity to capture exposure to international equities. 
The portfolio targets individual international equity holdings, tilted towards value, with a smaller allocation to growth. As 
a satellite portfolio, Durand International All-Cap can be paired with a core strategy to ensure an adequate allocation to 
international equities is being met. We welcome the opportunity to discuss Durand International All Cap in more detail, 
please reach out to your advisor advocates to schedule a conversation.
 
 - Sonya Lincolnhol – Portfolio Manager – slincolnhol@regalfin.com

 - Jordan Fischer, CFP®, AIF® – Asst Portfolio Manager – jfischer@regalfin.com
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1 The benchmark is represented by the MSCI EAFE Index, which is designed to represent the performance of large- and mid-cap securities across 21 developed markets in 
Europe, Australasia and the Far East. As of December 2018, it had more than 900 constituents and covered approximately 85% of the free float-adjusted market capitalization 
in each country.

The SPDR S&P 500 ETF (SPY) is an exchange-traded fund (ETF) that tracks the Standard & Poor’s 500 (S&P 500) index. The SPDR S&P 500 exchange-traded fund (ETF) is 
designed to produce returns roughly in line with the S&P 500 Index before expenses.

A market capitalization-weighted index of 500 widely held stocks often used as a proxy for the stock market. It measures the movement of the largest issues. Standard and 
Poor’s chooses the member companies for the 500 based on market size, liquidity and industry group representation. Included are the stocks of industrial, financial, utility, and 
transportation companies. Since mid 1989, this composition has been more flexible and the number of issues in each sector has varied. The returns presented for the S&P 500 
are total returns, including the reinvestment of dividends each month.
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The Durand International All-Cap Core Equity Strategy may not be suitable for all investors, and there is no guarantee or assurance that Durand International All-Cap Core Equity 
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capital market transactions. All investments involve risk, including possible loss of all, or a substantial portion of, the principal amount invested. Specific risk factors associated 
with Durand International All-Cap Core Equity Strategy include, but are not limited to market risk, interest rate risk and equity price risk.

Certain information contained in this document constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology such as “may,” 
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