THIRD QUARTER 2018

Why Investors Should Consider International Equities Now

U.S. equities have outperformed international equities for more than 10 years, marking their longest streak of outperformance on record.
We believe the current environment offers significant value potential in non-U.S. companies, if you know where to look.
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We believe value opportunities abound outside the United States.
Consider that prior to the current performance cycle, international
equities outperformed U.S. equities for:
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Importantly,
valuations for
international
equities are
attractive
compared to
those of
U.S. equities.

International Equities vs. U.S. Equities²
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1
2/28/1970 to 9/30/18. Source: FactSet, MSCI. Past performance is not a guarantee of future results. One cannot invest in an index.
Performance shown for MSCI EAFE prior to 3/31/1986 is pre-inception and the result of back-testing by the index provider. There are frequently
material differences between back-tested performance and actual results.
2
As of 9/30/18. Source: MSCI; International equities represented by the MSCI EAFE Index, U.S. equities represented by the S&P 500 Index.
3
As of 9/30/18. Past performance is not a guarantee of future results. One cannot invest in an index. Rolling periods represent a series of
overlapping, smaller time periods within a single, longer-term time period. For example, over a 20-year period, there is one 20-year rolling
period, eleven 10-year rolling periods, sixteen 5-year rolling periods, and so forth. Performance shown for some indices is pre-inception and is
the result of back-testing by the index provider. There are frequently material differences between back-tested performance and actual results.
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Value premium for international stocks
has been lagging its historical average.³
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U.S. equities have outperformed international equities
for more than a decade.1
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MSCI EAFE Index

RELATIVE PERFORMANCE
The Brandes International Equity Strategy has tended to outperform
its benchmark and the value index, especially over the long term.5
BRANDES
INTERNATIONAL
EQUITY STRATEGY
vs.

Percentage of Periods in Which Brandes International Equity Outperformed
(Based on Rolling Performance Since Inception, Net)
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SELECTIVE
We have the flexibility to invest where we find value potential and to
avoid areas that may be overpriced based on our analysis.

9/30/13 to 9/30/18. Source: Morningstar, MSCI, Brandes. Data icons reflect aggregate portfolio holdings at a specific quarter-end point with
the more recent the holding period, the larger the icon. The portfolio characteristics shown relate to a single account as of date noted, deemed
by Brandes to be generally representative of the strategy noted. Not every account will have these exact characteristics. The actual characteristics
with respect to any particular account will vary based on a number of factors including but not limited to: (i) the size of the account;
(ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment. Data is updated on a
quarterly basis. Past performance is not a guarantee of future results.
5
6/30/1990 to 6/30/18. Source: Brandes, eVestment. Past performance is not a guarantee of future results. One cannot invest in an index.
Please see the accompanying International Equity composite performance pages.
FOR DISTRIBUTION TO INVESTORS BY REGISTERED DEALERS ONLY.
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Examples of Where We See Value Potential — And Where We Don’t

JAPAN

§ Opportunities in domestically
oriented businesses, such as
regional banks
§ One of the very few countries
where we’ve found companies
with market capitalizations
lower than the cash on their
balance sheets à attractive
value proposition

EUROPEAN AD AGENCIES

EMERGING MARKETS

§ EM value stocks traded below

their 10-year forward P/E
average as of 9/30/18, while
EM growth stocks traded 10%
higher than their 10-year
forward P/E average 6
§ We’ve observed a lot of value
potential in Russia, South
Korea and Brazil

As of 9/30/18. Source: Brandes, MSCI. Emerging markets value
stocks represented by MSCI Emerging Markets Value Index.
Emerging markets growth stocks represented by MSCI Emerging
Markets Growth Index.
7
As of 6/30/18. Source: FactSet. Forward P/E is price/next twelve
months time-weighted annual estimates via FactSet Market
Aggregates. Universe captures 98% of market cap and free-float
adjusted market cap in each country.

§ Weak profits due to declining
advertising budget by clients and
migration to online marketing
§ We believe the market has
overreacted, resulting in attractive
valuations for select ad agencies

ASIAN AUTOS
GERMANY, SWITZERLAND
& SCANDINAVIA

AUSTRALIA

§ Fewer value opportunities
due to perceived safe haven
by investors

§ Extremely concentrated opportunity set
§ Financial and real estate companies
represented nearly 50% of Australia
weight in the MSCI EAFE Index as of
3/31/18, while the materials sector
accounted for another 18%

6

Forward P/E 7
5x

Forward Price/Earnings: Price per share divided by expected earnings per share. Price/Book: Price per share divided by book value per share.
Price/Earnings: Price per share divided by earnings per share. Price/Cash Flow: Price per share divided by cash flow per share.
The S&P 500 Index with gross dividends measures equity performance of 500 of the top companies in leading industries of the U.S. economy.
The MSCI EAFE Index with net dividends captures large and mid cap representation of developed market countries excluding the U.S. and
Canada. The MSCI EAFE Value Index with net dividends captures large and mid cap securities across developed market countries, excluding
the United States and Canada, exhibiting value style characteristics, defined using book value to price, 12-month forward earnings to price,
and dividend yield. The MSCI EAFE Growth Index with gross dividends captures large and mid cap securities across developed market
countries, excluding the United States and Canada, exhibiting growth style characteristics, defined using long-term forward earnings per share
(EPS) growth rate, short-term forward EPS growth rate, current internal growth rate, long-term historical EPS growth trend, and long-term
historical sales per share growth trend. The MSCI Emerging Markets Value Index with gross dividends captures large and mid cap securities
exhibiting value style characteristics, defined using book value to price, 12-month forward earnings to price, and dividend yield. The MSCI
Emerging Markets Growth Index with gross dividends captures large and mid cap securities exhibiting growth style characteristics, defined
using long-term forward earnings per share (EPS) growth rate, short-term forward EPS growth rate, current internal growth rate, long-term
historical EPS growth trend, and long-term historical sales per share growth trend.
MSCI has not approved, reviewed or produced this report, makes no express or implied warranties or representations and is not liable whatsoever
for any data in the report. You may not redistribute the MSCI data or use it as a basis for other indices or investment products.
©
2018 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers;
(2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers
are responsible for any damages or losses arising from any use of this information.

§ Industry-wide challenges:
slowdown in U.S. sales, peak
in China demand, impact of
technology (e.g., electric
vehicles) and threat from
new business models (e.g.,
car sharing)
§ Asian autos appear more
attractively priced than peers

22x

The information provided in this material should not be considered a recommendation to purchase or sell any particular security.
It should not be assumed that any security transactions, holdings or sectors discussed were or will be profitable, or that the investment
recommendations or decisions we make in the future will be profitable or will equal the investment performance discussed herein. Strategies
discussed herein are subject to change at any time by the investment manager in its discretion due to market conditions or volatility.
International and emerging markets investing is subject to certain risks such as currency fluctuation and social and political changes; such
risks may result in greater share price volatility. The Brandes investment approach tends to result in portfolios that are materially different than
their benchmarks with regard to characteristics such as risk, volatility, diversification and concentration.
Bridgehouse Asset Managers® is a trade name of Brandes Investment Partners & Co. (Bridgehouse). Brandes Investment Partners® is a
registered trademark of Brandes Investment Partners, L.P. (Brandes LP), which is an affiliate of Bridgehouse. The foregoing reflects the
thoughts, opinions and/or investment strategies of Bridgehouse and/or Brandes LP and are subject to change at their discretion and without
prior notice, based on changing market dynamics or other considerations. As the manager of the Bridgehouse Funds, Bridgehouse has hired
Brandes LP as portfolio sub-advisor in respect of certain of the Bridgehouse Funds. FOR DISTRIBUTION TO INVESTORS BY REGISTERED
DEALERS ONLY. Published October 2018.
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