
International stocks still appear to be 
good value

Fueled by the outperformance of growth technology 
stocks, U.S. equities reached all‑time highs earlier this 
year, pushing their premium versus international (i.e., 
non-U.S.) stocks to 20‑year wide levels. International 
stocks remain favorably valued but are fundamentally 
more attractive in the post-COVID environment, as 
demonstrated by improved earnings growth in recent 
years. This is because, in contrast to the U.S. market’s 
heavy exposure to growth stocks, the international 

market is more exposed to value‑oriented sectors 
such as financials, materials, industrials, and energy, 
where we see secular support in the years ahead. The 
S&P 500 Index, for example, has a very different sector 
composition from the MSCI EAFE Index.

Supply chain diversification, infrastructure rebuild, 
defense spending, and the likelihood of higher energy 
prices should favor traditional value sectors as 

capital spending accelerates. As these sectors are 
currently cheaper and, in some cases, have a lower 
earnings bar than their U.S. counterparts, investors 
seeking diversification from large‑cap tech growth 
stocks may seek to increase their exposure to select 
international markets. 

The MSCI EAFE Index is not an ex-U.S. S&P 500 Index
(Fig. 6) Sector weightings and valuations contrast sharply between the two indices
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As of April 30, 2024.
Source: T. Rowe Price analysis using data from FactSet Research Systems Inc. All rights reserved. Please see Additional Disclosures page for more information about this Standard & Poor’s information.
These statistics are not a projection of future results. Actual results may vary.
P/E= price-to-earnings.
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Improving corporate 
governance is driving Japanese 
stock performance

Of the international markets, we continue 
to favor Japan. Improved corporate 
governance standards continue to have 
a tangible—and considerable—impact 
on company performance. Shareholders 
are now a much higher priority in Japan 
than they were in the past. While the BoJ 
recently ended its negative interest rate 
policy, it is not expected to embark on a 
hiking cycle that brings Japanese rates 
in line with those of other developed 
markets. This should keep the yen relatively 
weak and Japanese exports competitive. 
Valuations are reasonably attractive, 
too—although the Nikkei 225 has 
climbed to within reach of its record high, 
Japanese stocks continue to trade at a low 
price‑to‑book value. However, investors 
outside of Japan will need to consider how 
yen weakness relative to other currencies 
will impact the value of their returns.

South Korea and Vietnam the 
pick of emerging economies

South Korea has sought to emulate 
Japan’s success in boosting stock 
valuations with a corporate governance 
drive. Tax incentives have been offered 
to businesses that prioritize shareholder 
returns, while the new “Korea Value-up 
Index” will list firms that have improved 
capital efficiency. Vietnamese stocks also 
appear cheap despite a cyclical recovery, 
an expanding consumer economy, and 
a looming upgrade to emerging market 
status. With corporations seeking to 
diversify their supply chains beyond 
China, Vietnam appears well placed to 
attract manufacturing capacity.

Key takeaway

Of the international equity markets, we continue to 
favor Japan, South Korea, and Vietnam.

Tactical ViewsU.S. RatesEconomy Global Rates Inflation U.S. Equities Intl. Equities Asset Allocation Active Investing

13



Active investing may have higher costs than passive investing and may underperform the broad market or passive peers with similar objectives.
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Important Information
This material is being furnished for general informational and/or marketing purposes only. 
The material does not constitute or undertake to give advice of any nature, including fiduciary 
investment advice, nor is it intended to serve as the primary basis for an investment decision. 
Prospective investors are recommended to seek independent legal, financial and tax advice 
before making any investment decision. T. Rowe Price group of companies including T. Rowe Price 
Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price investment products and 
services. Past performance is not a reliable indicator of future performance. The value of an 
investment and any income from it can go down as well as up. Investors may get back less than the 
amount invested.
The material does not constitute a distribution, an offer, an invitation, a personal or general 
recommendation or solicitation to sell or buy any securities in any jurisdiction or to conduct any 
particular investment activity. The material has not been reviewed by any regulatory authority in 
any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be 
reliable and current; however, we cannot guarantee the sources’ accuracy or completeness. There 
is no guarantee that any forecasts made will come to pass. The views contained herein are as 
of the date written and are subject to change without notice; these views may differ from those 
of other T. Rowe Price group companies and/or associates. Under no circumstances should the 
material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.
The material is not intended for use by persons in jurisdictions which prohibit or restrict the 
distribution of the material and in certain countries the material is provided upon specific request. 
It is not intended for distribution to retail investors in any jurisdiction.
DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.
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