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Cyclical and secular tailwinds currently exist that provide interesting and compelling investment opportunities for skilled active 
international and global equity managers. Structural shifts and policy momentum continue to support non-U.S. regions. 

Attractive Relative Valuations Persist
The relative outperformance of U.S. equity markets versus the rest of the world over the years has led to valuations becoming 
more attractive for the latter. In fact, MSCI ACWI ex-USA valuations versus the S&P 500® are still near historic lows today, even 
after a strong start this year, sitting at a 36% discount on an NTM P/E basis, according to FactSet. While identifying attractive 
relative value is important, history suggests that valuation alone might not be a sufficient driver of superior investment returns; a 
catalyst is often needed to unlock value.

A Closer Look at International Equity Markets
Supportive factors align with secular catalysts for long-term growth potential. 
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Figure 1. Valuations Still Appear Compelling

MSCI ACWI ex USA price return as a proportion to MSCI ACWI USA price return and 
MSCI ACWI ex USA EPS NTM as a proportion to MSCI ACWI USA EPS NTM, July 31, 2010-June 30, 2025 

Source: FactSet and MSCI. Data as of June 30, 2025. All Country World Index=ACWI. EPS NTM=earnings-per-share next twelve months. For illustrative 
purposes only and does not represent any specific portfolio managed by Lord Abbett or any particular investment. Indexes are unmanaged, do not reflect the 
deduction of fees and expenses, and are not available for direct investment. Due to market volatility, the asset classes depicted in this chart may not perform 
in a similar manner in the future. Past performance is not a reliable indicator or guarantee of future results.
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Secular and Cyclical Tailwinds for Opportunities
Much like the extraordinary U.S. stimulus was the key to lasting performance after the Global Financial Crisis (GFC), we believe 
catalysts to drive secular and cyclical growth in non-U.S. equity markets is finally here, after Germany announced expanded fiscal 
stimulus measures with a $546 billion infrastructure fund and pledged another $500 billion to increase defense spending. This $1 
trillion plan provides a tailwind to companies with defense spending exposure, as well as to the industrials and materials sectors, 
and renewable energy firms. 

For context, this combined spending is more than 3x what Germany allocated for its entire post-pandemic stimulus package. 
Moreover, other European countries have echoed Germany’s commitment to defense spending, including at least seven other 
European Union (EU) member states. This marks a generational shift in Europe’s commitment to fiscal austerity and dependence 
on monetary policy to stimulate the economy. As balanced budgets, debt reductions, and limited government stimulus are 
deprioritized, this could be a turning point for Europe’s economic trajectory.

The rapid expansion of generative artificial intelligence (AI) is driving a surge in global data center construction, which, in turn, is 
significantly increasing electricity demand. We believe this trend is creating a compelling investment opportunity in both renewable 
and traditional energy sectors overseas. Countries with abundant solar, wind, hydro, or geothermal resources are likely poised to 
attract infrastructure investment to power AI workloads, while others may rely on natural gas or other conventional sources to 
meet immediate demand. As AI adoption accelerates, energy producers and investors could stand to benefit from this structural 
shift in global power consumption patterns.

The Quality Anomaly: Why it Matters
Supportive tailwinds for growth can lead to increased competitive and operational strengths across a vast opportunity set in 
international equity markets. While geographic diversification can help mitigate macroeconomic risks, it often overlooks the fact 
that high-quality companies can outperform regardless of their home market’s performance. Strong fundamentals tend to drive 
long-term value creation, especially during periods of volatility or economic transition. By prioritizing company-specific strength 
over broad regional bets, investors can better capture sustainable growth and reduce exposure to systemic risks tied to political, 
fiscal, or monetary shifts in a given country or region.

By focusing on businesses with sustainable competitive advantages—such as strong pricing power, dominant scale, or 
operational complexity—that tend to exhibit quality traits, a selective global equity approach can uncover investment 
opportunities with the potential to generate attractive alpha. Those traits include high returns on invested capital (ROIC), free cash 
flow, and substantial margins—characteristics of companies with a strong competitive “moat.” In fact, we have found that over 
the last decade, the top quintile (top 20%) segment of the MSCI ACWI ex-USA Index, based on annual ROIC growth, 
outperformed the rest of the index by 59% (see Figure 2).
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Earnings Power to Sustain Robust Quality Metrics
It is critical to identify specific operating advantages that allow firms not only to exhibit strong quality indicators but also sustain 
them through earnings power. To do that, we believe that it’s vital to distinguish between a company’s exposure to secular 
tailwinds and its internal operating strengths. Secular trends—such as the rise of AI, increased defense spending, and global 
power demand—can create favorable conditions for entire industries, lifting many companies regardless of their individual quality. 
However, not all firms benefit equally. 

A company’s ability to capitalize on these trends depends heavily on its management’s strategic decisions, execution capabilities, 
and control over market expectations. By separately evaluating these internal factors, such as management effectiveness, 
operational efficiency, and adaptability, investors can identify businesses that are not just riding a wave but actively steering their 
success. This distinction helps uncover companies with true operating strength, which are more likely to sustain performance 
even as external tailwinds shift.

Summing Up
With such a vast and diverse universe, we believe that a selective, quality-focused approach to navigating international markets 
can identify companies with competitive strengths, while active management teams with broad research and security valuation 
capabilities may be particularly well positioned to capitalize on the trends that could drive future growth across global equity 
markets. The team at Lord Abbett dedicated to seeking global and international equity investment opportunities represents a 
deep and experienced platform with the resources and disciplined investment approach designed to potentially identify 
opportunities for long-term alpha generation.

Figure 2. Quality Stocks with High ROIC Have Outperformed

MSCI ASWI ex USA top 20% ROIC segment cumulative return and the rest of the index, July 31, 2015-June 30, 2025

Source: Bloomberg and MSCI. Data as of June 30, 2025. For illustrative purposes only and does not represent any specific portfolio managed by Lord Abbett 
or any particular investment. Indexes are unmanaged, do not reflect the deduction of fees and expenses, and are not available for direct investment. Due to 
market volatility, the asset classes depicted in this chart may not perform in a similar manner in the future. Past performance is not a reliable indicator or 
guarantee of future results.
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Important Information

The information contained herein is provided by Lord, Abbett & Co. LLC 
(“Lord Abbett”). Lord Abbett is a registered investment adviser under the 
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and 
is subject to the Advisers Act rules and regulations adopted by the U.S. 
Securities and Exchange Commission (‘SEC”). Registration with the SEC 
does not imply a particular ability or training. Lord Abbett is a global asset 
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third 
party sources and such information has not been independently verified by 
Lord Abbett. No representation, warranty, or undertaking, expressed or 
implied, is given to the accuracy or completeness of such information by 
Lord Abbett or any other person. While such sources are believed to be 
reliable, Lord Abbett does not assume any responsibility for the accuracy or 
completeness of such information. Lord Abbett does not undertake any 
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking 
statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ 
materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained in the material may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions 
and are subject to change without notice. Projections should not be 
considered a guarantee.

Past performance is not a reliable indicator or guarantee of future 
results. All investments involve risk, including the loss of capital. 
Investments are not guaranteed by Lord Abbett, its affiliates, or any 
governmental agency.

The views and opinions expressed are those of the Lord Abbett author as of 
the date of the material, and do not necessarily represent the views of the 
firm as a whole. Any such views are subject to change at any time based 
upon market or other conditions and Lord Abbett disclaims any responsibility 
to update such views. References to specific asset classes and financial 
markets are for illustrative purposes only. This material is not intended to be 
relied upon as a forecast, research or investment advice. Neither Lord Abbett 
nor the Lord Abbett author can be responsible for any direct or incidental 
loss incurred by applying any of the information offered. 

The information in this material does not constitute a distribution, an offer, an 
invitation, a personal or general recommendation or solicitation in any 
jurisdiction. This material has not been reviewed or approved by any 
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to 
engage in or refrain from any investment-related course of action as neither 
Lord Abbett nor its affiliates are undertaking to provide impartial investment 
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

The information provided is not directed at any investor or category of 
investors and is provided solely as general information about Lord Abbett’s 
products and services and to otherwise provide general investment 
education. None of the information provided should be regarded as a 
suggestion to engage in or refrain from any investment-related course of 
action as neither Lord Abbett nor its affiliates are undertaking to provide 
impartial investment advice, act as an impartial adviser, or give advice in a 
fiduciary capacity. If you are an individual retirement investor, contact your 
financial advisor or other fiduciary about whether any given investment idea, 
strategy, product, or service may be appropriate for your circumstances.

Mentions of specific companies are for reference purposes only and are not 
meant to describe the investment merits of, or potential or actual portfolio 
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S. 
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without 
the permission of Lord Abbett. Lord Abbett mutual funds are distributed by 

Lord Abbett Distributor LLC, member FINRA.

The credit quality of fixed income securities in a portfolio is assigned by a 
nationally recognized statistical rating organization (NRSRO), such as 
Standard & Poor’s, Moody’s, or Fitch, as an indication of an issuer’s 
creditworthiness. Ratings range from ‘AAA’ (highest) to ‘D’ (lowest). Bonds 
rated ‘BBB’ or above are considered investment grade. Credit ratings ‘BB’ 
and below are lower-rated securities (junk bonds). High-yielding, non-
investment-grade bonds (junk bonds) involve higher risks than investment-
grade bonds. Adverse conditions may affect the issuer’s ability to pay 
interest and principal on these securities. Please consult your investment 
professional for additional information concerning your specific situation.

Glossary & Index Definitions

Duration is a measure of a bond’s sensitivity to changes in interest rates. It 
estimates how much the price of a bond will change in response to a 1% 
change in interest rates. The longer the duration, the more sensitive the 
bond is to rate movements. Equity duration is the implied time horizon over 
which a company’s cash flows contribute to its valuation. It is an estimate of 
how long investors expect strong returns. Growth stocks tend to have longer 
equity durations because their expected cash flows are further out in the 
future. Value stocks typically have shorter durations due to more immediate 
and stable cash flows.

The European Central Bank (ECB) is the central bank responsible for the 
monetary policy of the 19 European Union (EU) member states that have 
adopted the Euro (€) as their common currency.

The European sovereign debt crisis was a multi-year financial crisis that 
affected several European Union (EU) member states. It began in 2009 and 
had significant impacts on the economies of Greece, Portugal, Ireland, and 
Cyprus, among others.

Growth investing is an investment strategy that focuses on buying stocks 
or other securities of companies that are expected to grow at a rate faster 
than the overall market or their industry peers. This strategy aims to achieve 
profits through capital appreciation.

Market capitalization is the total value of a company’s outstanding shares 
of stock, which include publicly traded shares plus restricted shares held by 
company officers and insiders.

A “moat” is a type of sustainable competitive advantage that makes it 
difficult for a business’ rivals to erode its market share.

Return on invested capital is calculated by taking into account the cost of 
the investment and the returns generated. Returns are all the earnings 
acquired after taxes but before interest is paid. The value of an investment is 
calculated by subtracting all current long-term liabilities, those due within the 
year, from the company’s assets.

Value investing is an investment strategy that involves picking stocks that 
appear to be trading for less than their intrinsic or book value. Value investors 
believe that the market overreacts to good and bad news, resulting in stock 
price movements that generally do not correspond to a company’s long-term 
fundamentals.

The MSCI ACWI (All Country World Index is a widely used global equity 
benchmark that captures large and mid-cap representation across both 
developed markets (DM) and emerging markets (EM). It covers 
approximately 85% of the global investable equity opportunity set.

The MSCI ACWI Ex. USA Index captures large and mid-cap representation 
across Developed Markets (DM) (excluding the U.S.) and Emerging Markets 
(EM). It covers approximately 85% of the global equity opportunity set 
outside the U.S.

The MSCI Emerging Markets Index captures large and mid-cap 
representation across 24 emerging markets (EM) countries. The index covers 
approximately 85% of the free float-adjusted market capitalization in each 
country.

The S&P 500® Index is widely regarded as the standard for measuring large 
cap U.S. stock market performance and includes a representative sample of 
leading companies in leading industries.

ICE BofA Index Information:

Source: ICE Data Indices, LLC (“ICE”), used with permission. ICE PERMITS 
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USE OF THE ICE BofA INDICES AND RELATED DATA ON AN “AS IS” 
BASIS, MAKES NO WARRANTIES REGARDING SAME, DOES NOT 
GUARANTEE THE SUITABILITY, QUALITY, ACCURACY, TIMELINESS, AND/
OR COMPLETENESS OF THE ICE BofA INDICES OR ANY DATA INCLUDED 
IN, RELATED TO, OR DERIVED THEREFROM, ASSUMES NO LIABILITY IN 
CONNECTION WITH THE USE OF THE FOREGOING, AND DOES NOT 
SPONSOR, ENDORSE, OR RECOMMEND LORD ABBETT, OR ANY OF ITS 
PRODUCTS OR SERVICES.

Bloomberg Index Information

Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark 

and service mark of Bloomberg Finance L.P. and its affiliates (collectively 
“Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg 
Indices. Bloomberg does not approve or endorse this material or guarantee 
the accuracy or completeness of any information herein, or make any 
warranty, express or implied, as to the results to be obtained therefrom and, 
to the maximum extent allowed by law, shall not have any liability or 
responsibility for injury or damages arising in connection therewith.

Indexes are unmanaged, do not reflect the deduction of fees or expenses, 
and are not available for direct investment.
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