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Like Dekko Investment Services on Facebook!
Visit us at facebook.com/dekkoinvestmentservices, click “Like,” and you can follow
our updates on Facebook. We will be posting updates, links to articles and other
information as the year goes on.

2015 in Review
It was a lackluster 2015 for the large cap U.S. equity market with the S&P
500 managing a total return of just 1.38%. On the upside, 2015 marked the
seventh consecutive year of positive returns for the large cap U.S. equity
market. Meanwhile, small cap U.S. equities were in negative territory for the
year, losing 4.41%, as measured by the Russell 2000. Equities struggled for
a number of reasons including the ﬁrst Federal Reserve rate hike in nearly
a decade, a slowing Chinese economy that weighed on emerging markets,
plummeting commodities prices (most notably oil), a booming U.S. dollar
that weighed on corporate earnings and Islamic State-led terrorist attacks.

Investing 101 – The
Importance of International
Diversiﬁcation

International equity markets continued their downward trend in 2015 with
developed international equities losing 0.81%, while emerging market
equities ended the year down 14.92%, as measured by the MSCI EAFE
Index and MSCI EM Index, respectively.

In 2014, developed international equities and
emerging market equities had negative returns
earning -4.90% and -2.19%, as measured by
the MSCI EAFE Index and MSCI EM Index,
respectively. The downward trend continued
in 2015. With results such as these, you may
begin to wonder why you own the asset classes
in your portfolio. The questions and answers
that follow will address concerns you may have
regarding global investing, and help to explain
why Dekko Investment Services includes
international equities in client portfolios.

The U.S. bond market posted a 0.55% return, as measured by the Barclay’s
Aggregate Bond Index, despite the much anticipated ﬁrst Federal Reserve
rate hike announced on December 16th.

SHOULD I INVEST ALL OF MY MONEY
IN THE UNITED STATES?
If you limit yourself to investing only in U.S.
companies, you’re overlooking investment
opportunities in approximately three-quarters of
the global economy and more than half of the
world’s market capitalization.
continued on page 2

Index

2015
Return

Index Description

S&P 500 TR

1.38%

Tracks 500 leading large cap companies in the U.S.

Russell 2000 TR

-4.41%

Tracks 2000 of the smallest companies in the U.S.

MSCI EAFE NR

-0.81%

Tracks 21 developed international equity markets
including France, Germany, Spain, the U.K., & Japan

MSCI EM NR

-14.92%

Tracks 25 emerging market counties including China,
India, Brazil, Mexico, Russia, Turkey & Greece

Barclays Aggregate 0.55%
Bond TR

Tracks investment grade bonds trading in the U.S.
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WHAT ARE THE BENEFITS OF GLOBAL INVESTING?
There are times when international equities offer superior returns and
other times when international equities trail the returns earned in the
United States. As shown in the table below, developed international
equities and emerging market equities both outperformed the U.S.
equity market in four of the last ten years including 2012, 2009, 2007
and 2006. Results were mixed in 2010 with the U.S. equity market
outperforming developed international equities but underperforming
emerging market equities.

INDEX

S&P 500 TR

MSCI EAFE NR

MSCI EM NR

2015

1.38

-0.81

-14.92

2014

13.69

-4.90

-2.19

2013

32.39

22.78

-2.60

2012

16.00

17.32

18.22

2011

2.11

-12.14

-18.42

2010

15.06

7.75

18.88

2009

26.46

31.78

78.51

2008

-37.00

-43.38

-53.33

2007

5.49

11.17

39.42

2006

15.79

26.34

32.14

In addition, world economies, equity markets and currencies move in
different cycles and directions. Combining U.S. equities and bonds with
investments in other countries can help moderate the effects of a down
market in any one country, as well as increase diversiﬁcation by adding
more companies and more markets to your portfolio. In sum, diversifying
your portfolio with international equities has the potential to increase your
portfolio’s rate of return and lower the overall risk in your portfolio.

Age

2015 Contribution Limits

49 and under

100% of compensation, up to $5,500

50 and older

Additional $1,000

* Please consult your tax accountant for suitability and tax
related questions.

The S&P 500 peaked on October 9, 2007 at
1,656.15. Shortly after, in December of 2007, the
Great Recession ofﬁcially began. The trough was
reached on March 9, 2009 when the S&P 500 stood
at 676.53, marking a 56.6% decline. After 19 months, the
Recession ofﬁcially ended in June of 2009.
Jump ahead to 2015. The S&P 500 closed on 12/31/2015 at
2,043.94. This corresponds to more than a 221% cumulative
return since the trough, which means that if you invested
$10,000 on March 1, 2009, you would have $32,145.63 today.
If you’d invested $10,000 near the market peak on October
1, 2007, you’d have earned a cumulative return of 60% which
amounts to $16,018.66 today, according to Morningstar.

INVESTMENT GROWTH
Item(s) from 3/1/2009 to 12/31/2015
NAME

SECURITY
TYPE

CUMULATIVE
RETURN %

ANNUALIZED
RETURN %

S&P 500 TR USD

IDX

221.46

18.63

AMOUNT AT END OF YEAR

WHAT ARE THE RISKS OF INTERNATIONAL INVESTING?
Global investing does not come without risks. Investing in countries
outside of the United States involves several risks including price and
currency ﬂuctuations, periods of illiquidity, political instability and differing
regulations, among others. These risks may be heightened in emerging
markets such as China and Russia. Individuals investing in international
equities should have a long-term perspective and be able to withstand
volatility in their portfolio.

Wishing you a
Happy & Healthy 2016,

The deadline for Traditional and Roth IRA
contributions for the 2015 tax year is Friday,
April 15th, 2016.

Erica D. Dekko, CFP®

32,145.63

INVESTMENT GROWTH
Item(s) from 10/1/2007 to 12/31/2015
NAME

SECURITY
TYPE

CUMULATIVE
RETURN %

ANNUALIZED
RETURN %

S&P 500 TR USD

IDX

60.19

5.88

AMOUNT AT END OF YEAR

16,018.66

Erlene D. Dekko, ChFC, CLU, CFP®
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The opinions voiced in this material are for general

The Standard & Poor’s 500 Index is a capitalization-

information only and are not intended to provide

weighted index of 500 stocks designed to measure

specific advice or recommendations for any

performance of the broad domestic economy

individual. To determine which investment(s) may be

through changes in the aggregate market value

appropriate for you, consult your financial advisor

of 500 stocks representing all major industries.

prior to investing. All performance reference is
historical and is no guarantee of future results. All
indices are unmanaged and cannot be invested into
directly. Unmanaged index returns do not reflect fees,
expenses, or sales charges. Index performance is
not indicative of the performance of any investment.

The Morgan Stanley Capital International (‘MSCI’)
Europe, Australia, Far East Index (‘EAFE’) is an
unmanaged index of over 900 companies, and is a
generally accepted benchmark for major overseas
markets. Index weightings represent the relative

Past performance is no guarantee of future results.

capitalizations of the major overseas markets

The economic forecasts set forth in the

basis. The index is calculated separately: without

presentation may not develop as predicted

dividends, with gross dividends reinvested and

and there can be no guarantee that

estimated tax withheld, and with gross dividends

strategies promoted will be successful.

reinvested, in both U.S. dollars and local currency.

Stock investing involves risk including loss

The Morgan Stanley Capital International (‘MSCI’)

of principal.

Emerging Markets Index adjusts the market

There is no guarantee that a diversified portfolio
will enhance overall returns or outperform
a non-diversified portfolio. Diversification
does not protect against market risk.
Any examples are hypothetical in nature and are
not representative of any specific investment.
Bonds are subject to market and interest rate risk
if sold prior to maturity. Bond values and yields
will decline as interest rates rise and bonds are
subject to availability and change in price.
To the extent you are receiving investment
advice from a separately registered independent

included in the index on a U.S. dollar adjusted

capitalization of index constituents for free float
and targets for index inclusion 85% of free floatadjusted market capitalization in each industry
group, in global emerging markets countries. As
of June 2007, the MSCI Emerging Markets Index
consisted of the following 25 emerging market
country indexes: Argentina, Brazil, Chile, China,
Colombia, Czech Republic, Egypt, Hungary, India,
Indonesia, Israel, Jordan, Korea, Malaysia, Mexico,
Morocco, Pakistan, Peru, Philippines, Poland,
Russia, South Africa, Taiwan, Thailand, and Turkey.
The Barclays Capital U.S. Aggregate
Index is comprised of the U.S. investmentgrade, fixed-rate bond market.

investment advisor, please note that LPL
Financial is not an affiliate of and makes no
representation with respect to such entity.

Securities offered through LPL Financial, Member FINRA/SIPC.
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