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A BALANCED AND DIVERSIFIED
PORTFOLIO

The US equity markets had very good returns in 2019. But, did you
know the returns of the US markets lagged those of eight other
countries last year.

The Diversified Global Equity Portfolio

Over the past 20 years, the US equities markets have never had the highest
market returns of all other countries. In 2014, the US market returns led the
developed markets with a 12.7% return. But, during that same year, six
emerging markets had higher returns with the Egyptian stock market returning
29.3%. Also over the past 20 years, the US stock market returns have placed in
the lower half of developed markets 10 times.


Gregory Prato


Last year, among the developed markets, Switzerland had the highest market
returns with over 32% and Greece led the emerging markets with almost 56%.
Exhibit 1 below shows global market returns for 2019.

Developed Markets Returns (%) Emerging Markets Returns (%)

Switzerland 32.26 Greece 55.76
Netherlands 32.10 Russia 50.13
Ireland 31.99 Taiwan 35.18
New Zealand 31.16 Colombia 32.13
us 30.39 Brazil 29.27
Canada 27.89 Egypt 28.99
Italy 26.78 China 22.72
Denmark 26.14 Hungary 17.75
France 25.74 Mexico 12.90
Belgium 25.26 Turkey 12.59
Sweden 23.41 South Africa 11.16
UK 23.16 Philippines 9.73
Australia 22.68 Korea 9.63
Germany 21.60 Saudi Arabia 9.52
Israel 21.46 Thailand 9.51
Japan 19.56 Indonesia 6.86
Austria 17.65 Czech Republic 5.99
Portugal 17.14 India 533
Singapore 16.31 Peru 3.87
Norway 13.09 UAE 3.74
Finland 12.18 Pakistan 345
Spain 12.11 Malaysia 0.82
Hong Kong 973 Qatar 0.09
’ Poland -4.63
Chile -17.36 ﬁ
Argentina -18.04

This discussion of market returns shows two valuable points. The first being
that returns outside of the US can be and often are greater than inside our own
borders. The second point is in order to capture these stock market gains,_you
must be invested in a global portfolio.

The US equity markets are by far the largest globally, but they account for less
than half of the total global equity market capitalization. At Prato Capital
Management, we encourage our clients to maintain a portfolio that includes
international and emerging market positions. A balanced and diversified global
portfolio increases the chances of capturing the returns where and when they
happen, and it decreases the overall risk and volatility of their portfolios.

What is the Impact on a Financial Life Plan

A globally diversified approach can deliver more consistent outcomes over time
with less volatility than investing in individual countries. This helps our clients
stay on track through all kinds of market conditions.



At Prato Capital, each and every client’s portfolio is based on their current
situation, future goals and risk tolerance. It is our view that a balanced, globally
diversified portfolio provides more reliable long-term returns which increases
the probability of success in our clients Financial Life Plan. And with a greater
probability of success we are able to create and maintain a Financial Life Plan
that allows our clients to stop trying to time the markets and chase returns,
allowing them to see their financial future with clarity and peace of mind.

This allows our clients to stop worrying about the future and start looking
forward to it.
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