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Asset allocation is a critical piece of the investing 

puzzle. Here, we aim to provide a deeper look at an 

out of favor or possibly overlooked asset class. 

June 2020 

WHY MAINTAIN AN ALLOCATION TO INTERNATIONAL ASSETS?  

With the S&P 500 now positive on the year and valuation looking a little rich, it might be time to go abroad for investing 

opportunities. Let’s take a quick look at why global diversification is so important. 

1. Global brands/sectors: Certain brands and industries are not available in the US. For instance, almost none of 

the top beer or spirits brands by sales are headquartered in the US. High fashion, autos, select commodities – not 

only are the top companies headquartered abroad, the opportunities do not exist at the same scope in the US. Of 

all companies with a $1 billion market cap, only ~25% are US companies. 
 

2. Markets are cyclical: Because humans have short-term memories, we tend to overweight recent performance. US 

stocks dominated the 2010s, but a decade earlier they had a negative 10-yr return and underperformed international 

stocks drastically (particularly emerging markets). All markets are cyclical to some extent. 

 

 
 

 

3. Demographics: Economies have growth potential when they 1) have a surplus of young, able-bodied workers that 

2) don’t have to support an aging population. Japan, Europe, and the US are on the wrong side of this trend, but 

emerging economies in Asia, Latin America, and Africa have far more attractive demographic profiles. 
 

4. Diversification: Owning a mix of uncorrelated assets can reduce portfolio risk without harming return. Building a 

balanced portfolio of investments that are driven by different catalysts should smooth out returns and (hopefully) 

make drawdowns less painful. 
 

5. Correct the home country bias: Investors are drastically overweight securities from their home country. JPMorgan 

notes that while US stocks make up just 36% of global market cap and 25% of global GDP, the average US investor 

allocates 72% of their portfolio to them. This bias is even more pervasive in other countries.  

Asset allocation is a critical part of investing. Make sure to work with your Baird advisor today to ensure you have a robust 

and diversified portfolio with the proper level of exposure to international markets.  
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Disclosures 

This is not a complete analysis of every material fact regarding any company, industry or security. The opinions expressed 

here reflect our judgment at this date and are subject to change. The information has been obtained from sources we 

consider to be reliable, but we cannot guarantee the accuracy.   

 

This report does not provide recipients with information or advice that is sufficient on which to base an investment decision.  

This report does not take into account the specific investment objectives, financial situation, or need of any particular client 

and may not be suitable for all types of investors. Recipients should consider the contents of this report as a single factor in 

making an investment decision. Additional fundamental and other analyses would be required to make an investment 

decision about any individual security identified in this report. 

 

Investments in international and emerging markets securities and American Depository Receipts (ADRs) are subject to 

certain inherent risks including difficulty predicting international trade patterns, currency fluctuations, and the possibility of 

imposition of exchange controls, foreign taxes and regulations, lack of uniform accounting, and the potential for illiquid 

markets and political or economic instability. These risks are more pronounced in emerging market countries. 

 

For investment advice specific to your situation, or for additional information, please contact your Baird Financial Advisor 

and/or your tax or legal advisor. 

 

Past performance is not indicative of future results and diversification does not ensure a profit or protect against loss. All 

investments carry some level of risk, including loss of principal. An investment cannot be made directly in an index.  

 

Copyright 2020 Robert W. Baird & Co. Incorporated.  

 

Other Disclosures  

UK disclosure requirements for the purpose of distributing this research into the UK and other countries for which 

Robert W. Baird Limited holds an ISD passport. 

This report is for distribution into the United Kingdom only to persons who fall within Article 19 or Article 49(2) of the Financial 

Services and Markets Act 2000 (financial promotion) order 2001 being persons who are investment professionals and may 

not be distributed to private clients.  Issued in the United Kingdom by Robert W. Baird Limited, which has an office at 

Finsbury Circus House, 15 Finsbury Circus, London EC2M 7EB, and is a company authorized and regulated by the Financial 

Conduct Authority.  For the purposes of the Financial Conduct Authority requirements, this investment research report is 

classified as objective.   

Robert W. Baird Limited ("RWBL") is exempt from the requirement to hold an Australian financial services license.  RWBL 

is regulated by the Financial Conduct Authority ("FCA") under UK laws and those laws may differ from Australian laws.  This 

document has been prepared in accordance with FCA requirements and not Australian laws.   

 

 

 

 

 


