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“We believe that stocks with sustainable dividend growth consistently outperform the market with less risk.”

Ten Years Gone

Then as it was, then again it will be
And though the course may change some mes
Rivers always reach the sea
“Ten Years Gone,” Led Zeppelin 1975

At some point in their lives, most have likely
had the frustra ng experience of trying to encourage a friend or family member to make a
posi ve life change, only to be met with a halfhearted commitment that both par es know is
unlikely to go anywhere. Indeed, if everyone
actually heeded such advice, America would
soon be a na on full of exercise fana cs who
enjoyed eight hours sleep and ﬂossed their
teeth daily. Instead, we’re constantly red,
only 30% of us acknowledge daily ﬂossing, and
even fewer get the recommended amount of
exercise.1
Of course, we use many explana ons (some
might say excuses) to jus fy our unwillingness
or inability to change. One common reason is
an “If it ain’t broke, don’t ﬁx it,” a,tude. A-er
all, if a close friend is currently enjoying good
health, despite the sedentary lifestyle of the
average American oﬃce worker, it’s sure to be
hard to convince him that he should train for
an upcoming 5-K race – even if, in the longterm, you both know the beneﬁts of doing so.
Most investors would likely beneﬁt from making some changes as well, but for the same
reasons, they are o-en slow to do so. For example, one year ago, in “The Winding Road,”
we explored the poten al virtues of expanding
one’s inves ng horizon to include interna onal
markets, no ng that inves ng globally, as opposed to just domes cally, provided investors
with diversiﬁca on beneﬁts through:
• Expanding their universe of opportuni es
• Providing exposure to varied capital market

generalized 20% foreign stock alloca on commonly recommended by large mutual fund
companies. To put these percentages in even
more stark perspec ve though, consider that
the collec ve market cap of non-US equi es is
currently 60% of the global total, while foreign
countries generate approximately 75% of global GDP.2,3,4,5
Though there may be legi mate jus ﬁca on
for keeping one’s foreign stock alloca on below those higher levels, such as structural diﬃcul es in par cipa ng in certain markets, the
sta s cs nevertheless highlight the signiﬁcant
investment opportuni es outside of the US, to
which many investors are not commensurately
exposed. S ll, since the end of the ﬁnancial
crisis, the “If it ain’t broke, don’t ﬁx it” jus ﬁcaon has been especially in vogue among domes cally biased investors as they have enjoyed substan ally be>er returns from such
posi oning than they would have seen if their
interna onal alloca ons had been higher.
We highlighted this advantage in “The Winding
Road,” no ng that while the S&P 500 Index
had broken well above its pre-crisis highs, ten
years later the MSCI EAFE Index remained
modestly, albeit stubbornly, below those levels. For investors with signiﬁcant alloca ons to
the EAFE markets (Europe, Australasia and Far
East), ten years gone, indeed…
This year is no excep on to that recent experi-

ence. With a global trade war in full swing,
investors who were previously cau ous about
interna onal markets appear to be even more
ski,sh now. No doubt there are some legi mate ques on marks arising from this ac vity,
whether they stem from our rela ons with
China or fall closer to home where the Administra on has been trying to rework NAFTA. As a
result, it is probably not surprising that the
performance gap between the domes c and
interna onal stock indices has only widened.
The S&P 500 Index cruised to new highs as of
quarter end, while the MSCI EAFE Index failed
to crack pre-crisis levels yet again (Chart 1).6
This on-going advantage in favor of US stocks
has likely done li>le to dissuade many investors from their apparent view that modest, if
any, exposure to interna onal equi es is the
best policy.
By our reckoning, this view is too broad in
scope however. If we divide domes c and interna onal stocks into buckets according to
their respec ve dividend policies, and look
back over the last ten years, we see that the
total return results over that period are quite
diﬀerent (Chart 2 on next page).
Despite the performance results of the domesc benchmark far exceeding those of its interna onal counterpart, the performance of Dividend Growth stocks has been comparable regardless of geography. Domes c Dividend
Growers have posted a 12.8% annualized re-

Chart 1—U.S. vs. Interna onal Equity Returns (Indexed)

condi ons; and
• Correla ons across countries and regions < 1

It is with these a>ributes in mind that we
launched our interna onal all cap, small cap
and global Dividend Growth porAolios in recent years. We believe the successful the performance track-records of these strategies, as
well as those of our domes c oﬀerings, have
been substan ally aided by our dividend
growth discipline, as shown on page 3.
S ll, according to Forbes, US investors hold
only 15% of their stock porAolios in foreign
companies. This level is well short of even the

Source: Factset
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turn and interna onal Dividend Growers have
posted a 12.0% annualized return over the ten
years ended September 30, 2018. In fact, as
recently as February 2018, interna onal Dividend Growth stocks had outperformed domesc Dividend Growth stocks since the beginning
of that period. 7
Even more striking, consider an investor who
had constructed a global Dividend Growth
porAolio 75% invested in domes c Dividend
Growers and 25% invested in interna onal
Dividend Growers on September 30, 2008. By
execu ng a consistent rebalancing strategy
whenever the porAolio’s domes c/
interna onal balance moved more than two
percent out of line with its original 75/25 posioning, this investor would have posted a
12.7% annualized return – nearly iden cal to
the 12.8% return experienced by an investor
who had allocated 100% to domes c Dividend
Growers. However, the globally diversiﬁed
investor would have achieved that result with
less risk as measured by comparing the standard devia on sta s cs for the two hypothe cal
porAolios – 15.9% for the global porAolio v.
16.0% for the domes c only porAolio.8 Further,
the annualized performance of the 75/25 Dividend Growth porAolio would have bested a
comparable blended benchmark by more than
230 basis points.9
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nomic growth. Although this has put downward pressure on domes c valua ons, the
interna onal valua ons have fallen further,
and the discount has ballooned to -21%. 10
We understand that even a-er considering the
preceding commentary, investors who have
been re cent to increase their exposure to
global markets might s ll have trepida on.
Company names and ckers are o-en not as
well-known as their domes c peers, ﬁnancial
reports are not necessarily consistent with
those in the US and, of course, there is no
shortage of headlines to fuel concern – whether one reads about Britain’s diﬃculty in execu ng Brexit, Italy’s recent poli cal turmoil or
the economic slowdown in China.
Nevertheless, we believe that global diversiﬁca on is an important part of most properly
constructed porAolios. Though predic ng the
precise end of the “lost decade” for internaonal markets is diﬃcult, just as “rivers always
reach the sea,” eventually they are likely to
have their day in the sun, outperforming the
US indices and recovering some or all of their
current valua on discount. With those expecta ons in mind, we believe that marrying
Copeland’s domes c and interna onal dividend growth strategies signiﬁcantly enhances

one’s odds of genera ng risk-adjusted returns
above those of a blended benchmark, whether
current global performance trends persist or
reverse.
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Chart 2—Returns of Domes c, interna onal & Global Dividend Growers vs. Benchmarked

In our view, these observa ons oﬀer cri cal
answers to a common pair of ques ons that
we hear from investment advisors (and their
clients) and ins tu onal investors, respec vely. From investment advisors, the common
refrain is that they are looking for the right
me to allocate interna onally. For ins tu onal investors, who typically have a targeted long
-term alloca on to interna onal equi es, how
do they remain commi>ed to that target (or
even increase their alloca ons) when the US
market has been outperforming for so long?
We would argue that the results noted above
demonstrate that for investors who exclusively
pursue a Dividend Growth approach to interna onal inves ng, the right me is, “always”
and the right amount is likely far higher than
they believe.
For investors who s ll aren’t convinced of the
poten al opportuni es in global markets however, we would also point out the favorable
valua on gap between interna onal and domes c stocks. One year ago, we noted that the
trailing 12-month price to earnings ra o of the
MSCI EAFE Index was 18.8x versus 20.1x for
the S&P 500 Index, a -7% discount – rela vely
consistent with historical levels. Since then, US
companies have posted very strong earnings,
supported by tax reform and con nued eco-

Source: NDR, MSCI and Standards & Poors
Copyright 2018 Ned Davis Research, Inc. Further distribu on prohibited without prior permission.
All Rights Reserved. The informa on presented is intended to illustrate performance of internaonal and domes c stocks according to their dividend policy. Returns shown include dividends
reinvested. This is not the performance of any strategy overseen by Copeland and there is no guarantee that investors will experience the type of performance reﬂected in the informa on presented. Strategies managed by Copeland’s investment team are subject to transac on costs, management fees, trading fees or other expenses not represented in the informa on presented. Dividend
Growers included stocks that raised their exis ng dividend or ini ated a new dividend during the
previous 12 months. There is no guarantee that companies will declare dividends or, if declared,
that they will remain at current levels or increase over me. You cannot invest directly in an Index.
For informa on on the Indexes shown above as well as other important informa on, please refer
to the Disclosures sec on herein.

Page 3

Third Quarter 2018

Discipline Has Paid Dividends
Returns of Copeland Strategies as of September 30, 2018

Copeland Large Cap Dividend Growth
S&P 500 TR USD
Copeland Mid Cap Dividend Growth
Russell Mid Cap TR USD
Copeland Smid Cap Dividend Growth
Russell 2500 TR USD
Copeland Small Cap Dividend Growth
Russell 2000 TR USD
Copeland Micro Cap Dividend Growth
Russell Micro Cap TR USD
Copeland Global All Cap Dividend Growth
MSCI World NR USD

YTD

One Year

Three Years
Annualized

Five Years Since Incep on Incep on
Annualized
Annualized
Date

% Return
(Gross)

% Return
(Gross)

% Return
(Gross)

% Return
(Gross)

% Return
(Gross)

13.07
10.56
11.24
7.46
10.71
10.41
11.81
11.51
12.72
11.64
9.26
5.43

21.49
17.91
19.70
13.98
16.77
16.19
16.83
15.24
13.71
13.65

15.98
17.31
17.00
14.52
17.41
16.13
18.12
17.12
17.55
16.41

11.98
13.95
10.52
11.65
12.62
11.37
14.92
11.07

9.22

1/1/2006

9.15

13.07

1/1/2011

12.50

12.62

10/1/2013

11.37

16.41

10/1/2009

13.68

14.42

2/1/2015

11.79

9.26

12/31/2017

5.43

Copeland Global Small Cap Dividend Growth
8.34
13.48
18.50
MSCI World Small Cap NR USD
4.71
10.18
14.63
Copeland Interna onal All Cap Dividend Growth
3.08
7.24
6.96
6.34
MSCI World ex USA NR USD
-1.50
2.67
9.32
3.29
Copeland Interna onal Small Cap Diversiﬁed Dividend Growth
2.95
9.46
20.09
MSCI World Ex USA Small Cap NR USD
-2.28
3.42
15.18
Currency: US Dollar
The data presented herein represents past performance. Past performance is no guarantee of future results.
Please see the Disclosures sec on for addi onal informa on.
Disclosures:

2/1/2017
1/1/2014
1/1/2017

© 2018 Morningstar, Inc. All rights reserved. The Morningstar informa on contained herein: (1) is proprietary to Morningstar and/or its content providers;
(2) may not be copied or redistributed; and (3) is not warranted to be accurate, complete or mely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this informa on. Copeland does not review the Morningstar data. Due to methodology diﬀerences in calcula ng performance, Morningstar performance numbers may vary slightly from other providers. This presenta on allows you to compare the
performance history of Copeland’s strategies with its benchmark. Total return is calculated assuming reinvestment of all dividends. For performance numbers current to the most recent month-end, please contact us at 484-351-3700.
The S&P 500® Index consists of 500 stocks chosen for market size, liquidity and industry group representa on. It is a market value weighted index with
each stock's weight in the Index propor onate to its market value.
The Russell Mid Cap® Index is comprised of the 800 smallest companies in the Russell 1000® Index.
The Russell 1000® Index measures the performance of the 1000 large cap U.S. companies based on total market capitaliza on, which represents approximately 90% of the investable U.S. equity market.
The Russell 2500® Index is comprised of the bo>om 2500 companies in the Russell 3000® Index.
The Russell 2000® Index is comprised of the smallest 2000 companies in the Russell 3000® Index.
The Russell 3000® Index measures the performance of the 3000 largest U.S. companies based on total market capitaliza on, which represents approximately 98% of the investable U.S. equity market. The Russell 3000® Index measures the performance of the 3000 largest U.S. companies based on total
market capitaliza on, which represents approximately 98% of the investable U.S. equity market.
The Russell Microcap® Index measures the performance of the microcap segment of the U.S. equity market. It makes up less than 3% of the U.S. equity
market. It includes 1,000 of the smallest securi es in the Russell 2000® Index based on a combina on of their market cap and current index membership
and it includes the next 1,000 stocks.
The MSCI World® Index is a market cap weighted stock market index of 1,653 stocks from companies throughout the world.
The MSCI World Small Cap® Index captures small cap representa on across 23 Developed Markets (DM) countries. With 4,320 cons tuents, the index covers approximately 14% of the free ﬂoat-adjusted market capitaliza on in each country.
The MSCI World Ex-US® Index is a market capitaliza on-weighted index designed to provide a broad measure of stock performance throughout the developed world, excluding U.S. stocks.
The MSCI World Ex-US Small Cap® Index captures small cap representa on across 22 of 23 Developed Markets (DM) countries (excluding the United
States). With 2,437 cons tuents, the index covers approximately 14% of the free ﬂoat-adjusted market capitaliza on in each country.

Page 4

Third Quarter 2018

About Copeland Capital Management — Copeland Capital Management is an employee owned, registered investment adviser with oﬃces
in Conshohocken PA, Wellesley MA and Atlanta GA. The ﬁrm specializes in managing Dividend Growth strategies for both ins tu ons and high
net worth individuals. For more informa on, please contact Chuck Barre>, Senior Vice President - Director of Sales and Marke ng at
(484) 351-3665, cbarre>@copelandcapital.com or Robin Lane, Marke ng Manager at (484) 351-3624, rlane@copelandcapital.com.
Disclosure Sec on:
The views expressed herein represent the opinions of Copeland Capital Management and are subject to change based on market, economic or
other condi ons. These opinions are not intended to be a forecast of future events, a guarantee of future results or investment advice. All data
referenced is from sources deemed to be reliable, but cannot be guaranteed as to accuracy or completeness. All investments are subject to
risk including possible loss of principal.
The data presented herein represents past performance. Past performance is no guarantee of future results. There is no guarantee that
companies will declare dividends or, if declared, that they will remain at current levels or increase over me. Returns for periods of greater
than one year are annualized. The returns shown in the Charts herein include dividends reinvested. The historical data are for illustra ve purposes only and do not represent the performance of any strategy overseen by Copeland or any par cular investment, and there is no guarantee that investors will experience the type of performance reﬂected in the informa on presented. Strategies managed by Copeland’s investment team are subject to transac on costs, management fees, trading fees or other expenses not represented in the informa on presented. A
stock is classiﬁed as a Dividend Payer if it paid a cash dividend any me during the previous 12 months, a Dividend Grower if it ini ated or
raised its cash dividend at any me during the previous 12 months, and a Non-Dividend Payer if it did not pay a cash dividend at any me during the previous 12 months.
Currency -Unless otherwise speciﬁed or disclosed, the currency used for data in the report is US Dollar (USD).
Chart 1: © FactSet Data Systems Inc. All Rights Reserved. FactSet is a company that oﬀers ﬁnancial industry analysis, ﬁnancial data, analy cs,
and analy c soGware for investment professionals. The informa on contained herein: (1) is proprietary to FactSet Research Systems Inc. and/
or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or mely. Neither FactSet
Research Systems Inc. nor its content providers are responsible for any damages or losses arising from any use of this informa on. Past performance is no guarantee of future results. This is not the performance of any strategy overseen by Copeland and there is no guarantee that
investors will experience the type of performance reﬂected in the informa on presented.
Chart 2: © 2018 Ned Davis Research, Inc (NDR). Further distribu on prohibited without prior permission. All Rights Reserved. See NDR Disclaimer at www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo/. Ned Davis Research adjusted the universe
used for the domes c study as of December 31, 2017, from the Ned Davis Investable Universe to a universe based on the applicable Russell
benchmarks. As a result, historical performance informa on may diﬀer from previously disseminated performance informa on for stocks according to their dividend policy. This is not the performance of the ﬁrm and there is no guarantee that investors will experience the same type
of performance. Dividend Growers included stocks that raised their exis ng dividend or ini ated a new dividend during the previous 12
months. Flat Dividend Payers included stocks that pay a dividend but have not raised or lowered their exis ng dividend during the previous 12
months. Non-Dividend Payers included stocks that have not paid a dividend during the previous 12 months. Dividend CuCers included stocks
that lowered their exis ng dividend or eliminated their dividend during the previous 12 months.
The Indexes men oned are unmanaged, are not available for investment and do not incur expenses. The S&P 500® Index is a marketcapitaliza on-weighted index of the stocks of 500 leading companies in major industries of the U.S. economy. The MSCI EAFE® Index (Europe,
Australasia, Far East) is a free ﬂoat-adjusted market capitaliza on index that is designed to measure the equity market performance of developed markets, excluding the US & Canada. The MSCI EAFE Index consists of the following 22 developed market country indices: Australia, Austria, Belgium, Denmark, Finland, France, Germany, Greece, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway,
Portugal, Singapore, Spain, Sweden, Switzerland, and the United Kingdom.
Deﬁni ons
Dividend Growth Rate - The annualized percentage rate of growth that a par cular stock's dividend undergoes over a period of me.
Standard devia on is a measure of the variability of returns-the higher the standard devia on, the greater the range of performance (i.e.,
vola lity).
Copeland’s fees can be found in our ADV Part 2 which is available by calling (484) 351-3700 and reques ng a copy, or on our website at
www.copelandcapital.com.
Copeland does not provide tax, legal or accoun ng advice. This material has been prepared for informa onal purposes only, and is not intended to provide, and should not be relied on for, tax, legal or accoun ng advice. It represents an assessment of the market environment at a
speciﬁc point in me and is intended neither to be a guarantee of future events nor as a basis for any investment decisions. It should also not
be construed as advice mee ng the par cular needs of any investor. Neither the informa on presented nor any opinion expressed cons tutes
a solicita on for the purchase or sale of any security. You should consult your own tax, legal and accoun ng advisors before engaging in any
transac on.
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