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To learn more about how international stocks may benefit your portfolio, we recommend speaking with your financial advisor. (UBS)

Reduce home bias to improve
your portfolio

12 March 2024, 6:15 pm CET, written by UBS Editorial Team

Within portfolios, home bias is the tendency for investors to over-invest in their home country’s stock
market, leaving them under-allocated to international stock markets. Home bias can be damaging to investor
portfolios, leaving investors poorly diversified against country-specific stock market risks such as politics,
demographics, and geopolitics.

According to UBS Chief Investment Office (CIO) research, home bias is observed in most countries. For example, South
Korean investors hold 66% of their portfolios in Korean stocks, which make up only 1% of the global stock market by
market capitalization. Swiss investors allocate 42% to Swiss stocks, even though they make up only 3% of the global
stock market and are heavily concentrated in a handful of companies.

In the US, investors allocate 75% of their portfolio to domestic stocks, which make up about 63% of the global
stock market. Although the US stock market is better diversified than many other countries’ markets, it is increasingly
concentrated in a handful of expensive mega-cap technology and communication stocks. The US has experienced long
bouts of underperformance versus global stocks in the past; from 1999 to 2007, following the Tech Bubble, US stocks
gained just 38% while the MSCI EAFE index rallied 91% and the MSCI Emerging Markets Index grew 408%.

Home bias leaves investors exposed to greater risk from domestic economic and political shocks, such as Brexit.
As highlighted in the March 2024 UBS Monthly House View Investment Strategy Guide, “while there may be good reasons
for some home bias (for example, due to tax and regulatory considerations), too large a home bias can result in poorly
diversified portfolios. Localized crises, like the Asian financial crisis of the late 1990s and the Eurozone sovereign debt
crisis of the late 2000s, illustrate how regional challenges can hurt investors whose portfolios are heavily tilted toward
the countries in which they live.”
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Going forward, we expect international stocks to add about 15-20% to returns versus a US-only stock portfolio, with a
better risk-adjusted return as well. Moreover, we expect a globally diversified portfolio to have recover more quickly from
losses due to stock and sector concentration risks.

To learn more about how international stocks may benefit your portfolio, we recommend speaking with your financial
advisor.
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Important information

As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and Exchange Commission (SEC) as an investment adviser and a broker-
dealer, offering both investment advisory and brokerage services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different laws and
separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about the products or services offered. For more information, please visit our website at
www.ubs.com/workingwithus.

© UBS 2023. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.

There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for individual investors and are produced by UBS Global Wealth Management
(which includes UBS Financial Services Inc. and UBS International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The two sources operate
independently and may therefore have different recommendations. The various research content provided does not take into account the unique investment objectives, financial situation or particular
needs of any specific individual investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG and an affiliate of UBS International Inc.
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