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There is an perception among many investors that
Value Investing is a byword for underperformance.
This perception is largely shaped by the experience
of Value Investing in the United States, where growth
stocks, and the so-called Magnificent 7 in particular,
have dominated market performance. However, for
eurozone investors, the reality is quite different.

Value Investing
in the Eurozone
has Outperformed

Figure 1
Sustained Value
Outperformance
in Eurozone

Over the last five years, value stocks in the eurozone, as measured by the MSCI EMU Value Index,
have outperformed the core index by 0.4% p.a.(Figure 1). Looking at the three-year period, value
has pulled further ahead, outperforming the core index by 1.6% p.a.' This challenges the common
narrative that value is a losing strategy and highlights the importance of looking beyond market
sentiment and region-specific dynamics.

1 Year (%) Annualized
3 Year (%) 5 Year (%)
MSCI EMU Value Index 22.9 13.0 11.4
MSCI EMU Index 15.1 11.4 11.0
MSCI EMU Growth Index 7.6 9.5 10.3

Source: MSCI, net index returns, as of 28 February 2025. Past performance is not a reliable indicator of future performance.
Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns reflect all items of income,
gain and loss and the reinvestment of dividends and other income as applicable. Performance returns for periods of less than
one year are not annualized.

STATE STREET #oiisoss



The Difference
Between the US
and Eurozone

Figure 2
The Sector Differential —
Eurozone vs. US

The performance of the US equity market has been heavily driven by a small group of high
growth technology companies, leading to the perception that growth investing is the only winning
strategy. However, the eurozone market is structurally different, with a more balanced sector
composition that has allowed value stocks to hold their ground. To get a sense of that difference,
the IT sector makes for a great example: the eurozone index has a 12.7% exposure, significantly

lower than the >30% weight in the US index (Figure 2).2
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What is Behind Value’s
Strong Performance in
the Eurozone?

Figure 3
Value Discount
Near Record

Hl Value Index P/E (LHS Axis)

B Core vs. Value P/E Ratio
(RHS Axis)

Valuation Gap Many value stocks in the eurozone were, and still are, trading at significant
discounts to historic averages, in both absolute and relative terms. At the start of 2025, the
eurozone value index was trading at a price-to-earnings (P/E) multiple of 9.8x, which is at the
lower end of its 10-year historic range and 18% below the 10-year median of 12.0x (Figure 3).2
In contrast, the core index P/E was trading at a premium of c. 50% to that of the value index —

close to 10-year highs.
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Source: Bloomberg Finance L.P., MSCl as of 31 December 2024. Past performance is not a reliable indicator of

future performance.
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Figure 4
Strategy Outperformance
Over Five Years

Hl SSGA Eurozone Value (Gross)
B SSGA Eurozone Value (Net)
Hl MSCIEMU Index

MSCI EMU Value Index

A major factor in this large discount being created over the past few years has been the Ukraine/
Russia war which pushed energy prices (e.g. natural gas) to historically high levels, impacting the
competitiveness of the euro area. The prospects of an end to the war have improved over the
course of the last 12 months, contributing to a pick-up in performance by value stocks as falling
gas prices softened the headwinds facing the economy.

Eurozone Financials Revival Over the last year, the strong performance of the eurozone
Financials sector, and of banks in particular, has been a key driver of Value’s outperformance.
The MSCI EMU Banks Index was trading on a P/E of <6.0x in February 2024, a significant discount
versus historic averages and US peers and reflective of very low expectations for the sector.
More positively for investors, capital levels are generally resilient and significant regulatory
changes are largely behind the industry. In addition, earnings estimates have been rising as the
benefits of higher interest rates have flowed through to profits. Eurozone interest rates may be
declining but this is still a more favorable environment for banks compared to the zero interest
rates endured by the industry for much of the last decade.

The Case for Active Value Investing While the broader eurozone market has a balanced
sector composition, the MSCI EMU Value Index is more concentrated — financial stocks account
for 37% of this index.* The SSGA Eurozone Value Spotlight Strategy has outperformed both the
eurozone core and value indices over the last three and five years (Figure 4). We believe that one
of the strategy’s key advantages is its comparatively broad diversification, mitigating the sectoral
concentration risks inherent in the value index such as the aforementioned weight in financials
stocks (Figure 5). This allows for a more balanced approach to capture Value opportunities
across different sectors and different economic environments.
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Source: State Street Global Advisors, MSCI, as of 31 December 2024.° Past performance is not a reliable indicator of

future performance. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. Index returns
reflect all items of income, gain and loss and the reinvestment of dividends and other income as applicable. Composite
inception date: 1 January 2001. Cumulative returns have been calculated by geometrically compounding individual monthly
returns. The performance shown is of a composite consisting of all discretionary accounts using this investment strategy.
The performance figures contained herein are provided on a gross and net of fees basis. Gross of fees do not reflect and

net of fees reflect the deduction of advisory or other fees which could reduce the return. The performance includes the
reinvestment of dividends and other corporate earnings and is calculated in Euros. The above information is considered
supplemental to the GIPS presentation for this Composite, which can be found in the Appendix or was previously presented.
A GIPS presentation is also available upon request. These performance figures are provided gross of fees and expenses other
than actual trading fees and expenses, and reflect all items of income, gain, and loss. Index returns are unmanaged and do not
reflect the deduction of any fees or expenses. Index returns reflect all items of income and the reinvestment of dividends (net
of withholding tax rates) and other income. Calculation for value added returns may show rounding differences.
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Figure &

A More Balanced Approach
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Source: Bloomberg, MSCI, State Street Global Advisors. As of 28 February 2025.

The Opportunity

For investors focused on the eurozone, dismissing Value Investing based on a global or US-
centric narrative could mean missing out on substantial opportunities. The data demonstrates
that Value has delivered competitive returns over the last 1, 3 and 5 years. Despite Value’s recent
outperformance the valuation gap between value and core indices remains wide. A recovery in
the eurozone economy could help to further close this gap. The potential for the ending of the
Ukraine/Russia war, in addition to the substantial spend on infrastructure and defense proposed
by Germany, is likely to accelerate an economic recovery and favor value stocks. Our active
strategy has delivered outperformance over the medium and long term and provides greater
flexibility in stock selection and risk management, given the value benchmark’s concentration

in certain sectors. Our disciplined investment process has delivered long-term outperformance
against core and value indices and we believe the fund is positioned well to benefit from further

value outperformance.

Endnotes

1 Source: MSCI, as of 28th February 2025.

2 Source: Bloomberg, MSCI, as of 28th February 2025.
3  Source: Bloomberg, MSCI.

4  Source: MSCI, as of 28th February 2025.

5 Composite inception date: 1 January 2001. Cumulative
returns have been calculated by geometrically
compounding individual monthly returns. The
performance shown is of a composite consisting of all
discretionary accounts using this investment strategy.
Past performance is not a reliable indicator of future
performance. Performance returns for periods of less
than one year are not annualized. The performance
figures contained herein are provided on a gross and net

of fees basis. Gross of fees do not reflect and net of fees
reflect the deduction of advisory or other fees which
could reduce the return. The performance includes the
reinvestment of dividends and other corporate earnings
and is calculated in Euros. The above information is
considered supplemental to the GIPS presentation for
this Composite, which can be found in the Appendix or
was previously presented. A GIPS presentation is also
available upon request. These performance figures

are provided gross of fees and expenses other than
actual trading fees and expenses, and reflect all items of
income, gain, and loss. Index returns are unmanaged and
do not reflect the deduction of any fees or expenses.
Index returns reflect all items of income and the
reinvestment of dividends (net of withholding tax rates)
and other income. Calculation for value added returns
may show rounding differences.

STATE STREET

GLOBAL
ADVISORS

The Misconception of Value Investing in the Eurozone 4



About State Street
Global Advisors

For over four decades, State Street Global Advisors has served the world’s governments,
institutions, and financial advisors. With a rigorous, risk-aware approach built on research,
analysis, and market-tested experience, and as pioneers in index and ETF investing, we are
always inventing new ways to invest. As a result, we have become the world’s fourth-largest asset
manager* with US $4.72 trilliont under our care.

* Pensions & Investments Research Center, as of December 31,2023.

tThis figure is presented as of December 31,2024 and includes ETF AUM of $1,577.74 billion USD of which approximately
$82.19 billion USD in gold assets with respect to SPDR products for which State Street Global Advisors Funds Distributors,
LLC (SSGA FD) acts solely as the marketing agent. SSGA FD and State Street Global Advisors are affiliated. Please note all

AUM is unaudited.

ssga.com

Marketing Communication

State Street Global Advisors
Worldwide Entities

The information provided does not constitute
investment advice as such term is defined under
the Markets in Financial Instruments Directive
(2014/65/EU) and it should not be relied on as
such. It should not be considered a solicitation
to buy or an offer to sell any investment. It does
not take into account any investor’s or potential
investor’s particular investment objectives,
strategies, tax status, risk appetite or
investment horizon. If you require investment
advice you should consult your tax and financial
or other professional advisor.

The information contained in this
communication is not a research
recommendation or ‘investment
research’ and is classified as a ‘Marketing
Communication’ in accordance with the
applicable regional regulation. This means
that this marketing communication

(a) has not been prepared in accordance
with legal requirements designed to
promote the independence of investment
research (b) is not subject to any
prohibition on dealing ahead of the
dissemination of investment research.

Companies with large market capitalizations go
in and out of favor based on market and
economic conditions. Larger companies tend to
be less volatile than companies with smaller
market capitalizations. In exchange for this
potentially lower risk, the value of the security
may not rise as much as companies with
smaller market capitalizations.

The market values of growth stocks may be
more volatile than other types of investments.
The prices of growth stocks tend to reflect
future expectations, and when those
expectations change or are not met, share
prices generally fall. The returns on “growth”
securities may or may not move in tandem with
the returns on other styles of investing or the
overall stock market.

Investments in mid-sized companies may
involve greater risks than those of larger,
better-known companies, but may be less
volatile than investment in smaller companies.

Actively managed funds do not seek to replicate
the performance of a specified index.

The Strategy is actively managed and may
underperform its benchmarks. An investment
in the strategy is not appropriate for all
investors and is not intended to be a complete
investment program. Investing in the strategy
involves risks, including the risk that investors
may receive little or no return on the
investment or that investors may lose part or
even all of the investment.

This document provides summary information
regarding the Strategy. This document should
be read in conjunction with the Strategy’s
Disclosure Document, which is available from
SSGA. The Strategy Disclosure Document
contains important information about the
Strategy, including a description of a number
of risks.

Diversification does not ensure a profit or
guarantee against loss.

Past performance is not a reliable indicator of
future performance. Investing involves risk
including the risk of loss of principal.

Investing involves risk including the risk of loss
of principal.

Index returns are unmanaged and do not reflect
the deduction of any fees or expenses. Index
returns reflect all items of income, gain and loss
and the reinvestment of dividends and other
income as applicable.

Itis not possible to invest directly in an index.
Index performance does not reflect charges and
expenses associated with the fund or brokerage
commissions associated with buying and selling
afund. Index performance is not meant to
represent that of any particular fund.

Investing in foreign domiciled securities may
involve risk of capital loss from unfavorable
fluctuation in currency values, withholding
taxes, from differences in generally accepted
accounting principles or from economic or
political instability in other nations.

This document may contain certain statements
deemed to be forward-looking statements.

All statements, other than historical facts,
contained within this document that address
activities, events or developments that SSGA
expects, believes or anticipates will or may
oceur in the future are forward-looking
statements. These statements are based on
certain assumptions and analyses made by
SSGA in light of its experience and perception
of historical trends, current conditions,
expected future developments and other
factors it believes are appropriate in the
circumstances, many of which are detailed
herein. Such statements are subject to a
number of assumptions, risks, uncertainties,
many of which are beyond SSGAs control.
Please note that any such statements are not
guarantees of any future performance and that
actual results or developments may differ

materially from those projected in the forward-
looking statements.

All the index performance results referred to
are provided exclusively for comparison
purposes only. It should not be assumed that
they represent the performance of any
particular investment.

The trademarks and service marks referenced
herein are the property of their respective
owners. Third party data providers make no
warranties or representations of any kind relating
to the accuracy, completeness or timeliness of
the data and have no liability for damages of any
kind relating to the use of such data.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGAs express written consent.

Allinformation is from SSGA unless otherwise
noted and has been obtained from sources
believed to be reliable, but its accuracy is not
guaranteed. There is no representation or
warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions
based on such information and it should not be
relied on as such.

The views expressed in this material are the
views of Laura Jordan through the period ended
6 March 2025 and are subject to change based
on market and other conditions.

© 2025 State Street Corporation.

All Rights Reserved.
ID2703058-77237511.2.GBL.RTL 0325
Exp. Date: 31/03/2026

STATE STREET iovisoes

The Misconception of Value Investing in the Eurozone


http://ssga.com
https://www.ssga.com/us/en/footer/state-street-global-advisors-worldwide-entities
https://www.ssga.com/us/en/footer/state-street-global-advisors-worldwide-entities

