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January 17, 2020
Finally Time to Go Abroad?
The U.S. stock market (S&P 500) has dramatically outperformed both international
developed and emerging markets since the start of 2009.

During the first ten years of the 21st Century, international markets enjoyed multi-year
periods of outperformance relative to the S&P 500. Some of the underperformance of
the past decade is a normalization of outperformance in the prior decade.
The United States stock market represents 54% of the world’s total stock market value
even though the U.S. population represents only 4.3% of the world’s population.
According to the Brookings Institute, over half of the 7.7 people in the world today are
either “middle class” or “rich.” In the next ten years, the global middle class is expected
to grow from 4 billion people to 5.3 billion.

The price-to-book (P/B) ratio for the MSCI Emerging Markets Index is 1.7x. This is
below its 20-year average of 1.8x. There is a strong correlation between book value
and subsequent five year returns in the emerging markets. At a P/B ratio of 1.7x, the
best fit line suggests average annual returns of 12.5% in U.S. dollars for the next five
years. Actual outcomes may vary significantly and the historic range of outcomes is
quite wide.

The price-to-book ratio of the S&P 500 is currently about 3.4x which is higher than the
25-year average of 3x.
If you have been concentrating your stock investments in the U.S. markets over the past
ten years and you are having trouble finding attractively valued securities in the U.S.
stock market today, 2020 may be a year when you take steps to increase your global
stock diversification. Year-to-date, emerging market equities are leading the world
equity markets higher.
Give Us a Call Today
We have unique and sophisticated investment methods that seek to capture the stock
market’s gains while minimizing drawdowns in bear markets. If you would like to learn
more about how we manage money, we invite you to give us a call at (415) 249-6337,
visit www.deltaim.com or email us at info@deltaim.com.
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