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The Importance of Investing Globally

“Putting all your money into the stocks of one country is a limiting strategy. Sensible

investors diversify, and cross-border investing is an important part of that approach.”
— Charles H. Brandes, from Value Investing Today

It’s understandable that investors may limit themselves to opportunities within their own country, especially when
domestic short-term performance is good. Human nature drives us to keep within known boundaries. However,
human nature and focusing on short-term performance can cause investors to miss out on achieving superior long-
term returns.

DIVERSIFICATION OUTSIDE OF CANADA INCREASES THE NUMBER OF INVESTMENT OPPORTUNITIES
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CANADA HAS ONLY A SMALL NUMBER OF THE WORLD’S LARGEST COMPANIES

In investment terms, compa-
nies are commonly separated
according to their size. Small
companies are often defined
as having less than U.S.

$1.5 billion in market
capitalization. Mid-sized
companies are typically

$1.5 — 5 billion, and large
companies are usually
greater than U.S.

$5 billion in size.
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Limiting portfolios to Canadian stocks not only decreases

the number and the size of companies to choose from, but

it also decreases the types of industries. The index that best
represents the Canadian market, the S&P/TSX Composite Index,
has 45 industries, with the top 3 accounting for 57% of the market and the top 10 accounting for 84%. By contrast, the MSCI World Index, a good repre-
sentation of all the stock markets of developed countries around the world, has 68 industries, with the top three accounting for 29% of the market, and the
top 10 accounting for 48%. Compared to the entire world, the Canadian market is clearly more concentrated with fewer industries in which to invest.

Includes all publicly listed companies with market capitalizations greater than U.S. $5 billion. Data sourced
from S&P Compustat and Thomson Worldscope. Both as at December 31, 2008.

FOREIGN MARKETS HAVE HISTORICALLY OUTPERFORMED
From a performance perspective, history has shown that the most promising investment opportunities are likely to be found beyond
Canadian borders. In fact, between 1999 and 2008, Canada placed in the world’s top five performing stock markets only twice.

Japan -11% Finland 45% Spain 49% Canada 24% Austria 59%
Switzerland -12% Hong Kong 37% Portugal 47% Japan 22% Norway 2%
Spain -25% Germany 32% Ireland 46% Austria 22% Greece 36%
France -28% Greece 29% Singapore 46% Denmark 21% Belgium 33%
Germany -31% Norway 28% Norway 45% Norway 21% Ireland 33%
Greece 39% New Zealand 23% New Zealand 15% Switzerland 10% Finland 139%
Sweden 36% Austria 15% Australia 8% Canada 7% Singapore 88%
Germany 34% Australia -2% Ireland 3% Denmark 7% Sweden 70%
Spain 30% Norway -8% Austria 0% Norway 3% Japan 53%
Austria 28% Italy -8% Belgium -5% Italy 2% Hong Kong 51%

Includes only countries in the MSCI World Index. S&P/TSX Composite and S&P 500 Index used to represent Canada and the United States respectively. The MSCI country indices were used to
represent every other nation. Data sourced from MSCI via FactSet and Standard and Poors. Data as at December 31, 2008.

CONCLUSION

While past performance is no guarantee of future results, these returns help illustrate the diversification benefits non-Canadian stocks can provide.
Over the past few years, an investor limited to Canadian equities might very well have earned favourable returns. But an investor with a global perspec-
tive had increased chances of success, due to access to Canadian stocks as well as stocks traded in the best-performing markets around the world.

While foreign investing is subject to certain risks, such as currency fluctuation and social and political changes, which may result in greater
share price volatility, these factors should be weighed against the increase in investment opportunities and the diversification benefits provided
by global investing.
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