
Dear investor,
Welcome to the ninth issue of Temple Bar’s 
quarterly newsletter. In this quarter’s feature 
article, ‘Time to come home’, Ian Lance explores 
the attractions of UK equities (and indeed other 
global markets) relative to the US stock market.  

We also include information about a recent research 
note published by QuotedData and report from the 
trust’s Annual General Meeting which was held in May.

We remain open to your feedback on all matters 
relating to the trust. Please feel free to email us at 
TempleBar@Redwheel.com or by any of the 
other means of contacting us that are detailed on 
our website.
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Summary
• Over the last thirty years, the US equity index has returned 9.5% per 

annum versus 6.2% for UK equities and 5.2% for non-US equities¹ 
– thus, UK investors who were underweight the US during that period 
have suffered a drag on potential returns

• The source of excess returns from US equities during this period, 
however, was an increase in valuation – in 1990, the US valuation 
(using Shiller CAPE) was 0.5x that of non-US equities but by the end 
of 2022, it was 1.5x²

• Long-term equity market returns are ultimately inversely correlated
with starting valuations, so continued outperformance of US equities 
is unlikely – a period of outperformance of non-US over US equities 
would seem more likely, given the relative valuations

• Within the non-US equity universe, UK equities are particularly cheap 
and also currently have the additional advantages of a higher dividend 
yield and a cheaper currency

• This suggests now may be a good time for investors to consider 
re-balancing away from US equities in favour of more international
exposure and UK equities in particular

• As a UK value focused trust, Temple Bar should be well-positioned
to benefit from this

A home bias has proved very costly to UK investors for thirty years
Whilst most investors may accept the theory that increased diversification 
leads to better risk-adjusted returns, the practice when looking at returns of US 
versus non-US equity markets over the last thirty years suggests it may not 
always work in our favour. As the chart below shows, in the thirty years ending 
June 2023, the total return of MSCI US index was 1,408% which compares with 
501% for MSCI UK and 360% for MSCI EAFE index total return (on an annualised 
basis, this represents 9.5%, 6.2% and 5.2% respectively).

Time to  
come home 
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¹ Source: Bloomberg to 30 June 2023, in total return terms in US dollars. Non-US equity 
performance measured by the MSCI EAFE Index (Europe, Australasia and the Far East).

2  Source: Bloomberg, MSCI, Consensus Economics to 28 February 2023.
3 International Diversification – Still Not Crazy After All These Years, Cliff Asness, Antti Ilmanen, Dan 

Villalon, Journal of Portfolio Management, June 2023.

It should be acknowledged that thirty years is an exceptionally long time – 
for some fund managers, it may represent their entire career. Indeed, US 
outperformance has been a feature for so long that some investors may have 
concluded that it will always persist and that any diversification beyond the US 
is therefore costly and pointless. This has perhaps driven the trend evident in 
the chart below, which shows that for years investors have been cutting their 
exposure to UK equities in favour of global equities.

Past performance is not a guide to future returns. No investment strategy or 
risk management technique can guarantee returns or eliminate risk in any 
market environment.

Source: Bloomberg to 30 June 2023, in total return terms in US dollars.

US equities have significantly outperformed 
UK and other global markets
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Past performance is not a guide to future returns. The information shown 
above is for illustrative purposes only and is not intended to be, and should 
not be interpreted as, recommendations or advice.

As we will discuss below, the assumption that the US stock market will always 
outperform is dangerously flawed, and we believe the trend below has gone 
too far.

Understanding the source of returns is the key element in judging whether 
they are sustainable
A recent paper from Asness et al3 demonstrates that nearly all of the excess 
return delivered by US equities over the last thirty years has come from an 
increase in valuation.

“Since 1990, the vast majority of the US’s outperformance versus MSCI 
EAFE Index (currency hedged) of a whopping +4.6% per year, was due to 
changes in valuations. The culprit: In 1990, US Equity Valuations 
(using Shiller CAPE) were about half that of EAFE; at the end of 2022, they 
were 1.5 times EAFE…

…In other words, the US victory over EAFE for the last three decades – for 
most investors’ entire professional careers – came overwhelmingly from 
the US market simply getting more expensive.”
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⁴ Source: Bloomberg as at 5 July 2023.
⁵ Somewhat worryingly, the US currently makes up a whopping 70% of MSCI World Index.
⁶ Let the Wild Rumpus Begin, Jeremy Grantham, GMO, January 2022.

MSCI US CAPE (LHS)
MSCI EAFE CAPE (LHS)
US/EAFE Ratio (RHS)

Source: Bloomberg, MSCI, Consensus Economics to 28 February 2023.
CAPE (cyclically-adjusted price-to-earnings ratio) metrics are created by comparing the index 
price to prior 10yr average earnings.

US equity outperformance has come almost 
entirely through rising valuations
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A cautionary tale: the rise and fall 
of Japanese equities – 1970-2002

Japan Nikkei 225 index
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Past performance is not a guide to future returns. The information shown 
above is for illustrative purposes only and is not intended to be, and should 
not be interpreted as, recommendations or advice.

Importantly, many studies have shown that there is ultimately an inverse 
correlation between starting valuation and subsequent investment returns. 
Generally speaking, lower starting valuations result in higher subsequent returns 
and vice versa. This is demonstrated in the chart below from Hussman Strategic 
Advisors, which plots the valuation of the US equity market (x-axis) versus the 
subsequent twelve-year nominal annual returns delivered (y-axis). An extremely 
strong negative correlation is evident, and the author has helpfully annotated 
the level of returns implied by today’s valuation. We suspect most investors 
would be rather disappointed with a -2% per annum return over the next 
twelve years, but that’s what this chart suggests will prevail.

Look forwards, not backwards
Unless one believes that the US can continue to get more expensive for the 
foreseeable future, this is not a sustainable source of returns. In fact, we believe 
a much more likely outcome is a mean reversion in relative valuations which 
would suggest that returns from non-US equities are likely to exceed that of the 
US in the future.

Whilst this may seem difficult to envisage after thirty years of outperformance, 
it is important that investors do not succumb to “recency bias” by anchoring to 
this period and assuming that it will persist in the future. It is noteworthy that 
US equities actually underperformed non-US equities in three of the past five 
decades (1970s, 1980s and 2000s)4.

Indeed, it is illuminating to note that the stronger relative returns from non-US 
equities in the eighties were a function of the bull market in Japanese equities 
which saw the Nikkei Index rise from 6,500 in 1980 to 38,915 by the end of 1989. 
This led to Japan representing 61% of the EAFE index in 19905. Since this meteoric 
ascent was a function of the Japanese market becoming more expensive, it 
was not sustainable and, by 2003, the index was 76% below its 1990 peak, 
which dragged down returns from the EAFE index in the 1990s and 2000s.

Past performance is not a guide to future returns. No investment strategy or 
risk management technique can guarantee returns or eliminate risk in any 
market environment.

This is a cautionary tale for anyone basing their asset allocation decisions on 
the assumption that the US stock market will continue to outperform. In a note 
entitled ‘Let the Wild Rumpus Begin’6, Jeremy Grantham, one of the founders 
of US asset manager GMO, notes that in financial market history, there have 
been 300 bubbles (defined as a 2-sigma move away from long-term trend) 
and five super bubbles (3-sigma move from long-run trend). Without fail, 
each of them has ultimately fallen back to their long-run trend and caused 
significant losses for investors.

One of the five supper bubbles was Japan in the 1980s and Grantham warns 
that US equities today represent the sixth super-bubble. Thus, investors 
assuming a continued outperformance of US equities over non-US equities 
are betting on something that has never happened before  – a super bubble 
that doesn’t deflate.

“All 2-sigma equity bubbles in developed countries have broken back to 
trend. But before they did, a handful went on to become superbubbles of 
3-sigma or greater: in the U.S. in 1929 and 2000 and in Japan in 1989. There 
were also superbubbles in housing in the U.S. in 2006 and Japan in 1989. All 
five of these superbubbles corrected all the way back to trend with much 
greater and longer pain than average. Today in the US we are in the fourth 
superbubble of the last hundred years.”

In case you need more convincing, there are two further reasons why we believe 
investors should consider an increased allocation to international equities.

Past performance is not a guide to future returns. No investment strategy 
or risk management technique can guarantee returns or eliminate risks in 
any market environment.

So, the fact that the US stock market’s outperformance has largely been driven 
by rising valuations is not a positive omen for its future performance, yet it 
appears to have encouraged more and more investors to throw in the towel 
on the concept of global diversification.



Temple Bar quarterly newsletter

Source: Morgan Stanley as at 30 June 2023, based on MSCI indices, next 12m forecast dividend yields.

Non-US equities - and UK equities in particular 
- have an income advantage over the US
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Currencies such as the pound and the yen look undervalued
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Income advantage
As we have explained above, the outperformance of the US stock market has 
come almost entirely through a change in valuation which is not sustainable. 
This has a bearing on the relative income attractions of different markets, as 
illustrated in the chart below. US equities have a lower dividend yield than 
non-US equities, and the UK equity index stands out as having the highest 
dividend yield of any of the developed markets.

The information shown above is for illustrative purposes only and is not 
intended to be, and should not be interpreted as, recommendations or advice.

Currency advantage
A study carried out by Ben Inker of GMO7 identifies that equity markets in 
cheap currencies have historically produced above average returns over the 
following three years.

“Countries with substantially overvalued currencies see their equity markets 
underperform sharply, and countries with cheap currencies outperform 
substantially. This has remained true over the last two decades.”

This is partly a function of the mean reversion of the currency and partly because 
of the advantage that a cheap currency confers on exporting businesses 
within the index.

The author then explains that, at the time of writing, the US dollar was at its 
highest valuation versus other major developed market currencies for 
thirty-five years and concludes:

“The USD, alongside the other ‘dollars’ in the developed world, looks to 
be overvalued enough to be a significant headwind for companies in 
those countries and it seems likely to weigh on those stock markets 
over the next few years.”

As the chart below shows, currencies such as the British Pound and Japanese 
Yen look to be significantly undervalued on a purchasing power parity basis. 
This is another factor which may help non-US markets to produce better 
returns than US equities in the future.

The information shown above is for illustrative purposes only and is not 
intended to be, and should not be interpreted as, recommendations or advice.

Conclusion – it’s time to come home
Thirty years is a very long time in investing, and it is thus understandable why 
the outperformance of US equities over non-US equities would lead some 
investors to conclude that international diversification is always going to 
be a drag on their performance. From today’s starting point, however, there 
are several factors which suggest that international equities in general and UK 
equities in particular, could produce better returns than the US in the future.

 Among them are:
• A significantly lower starting valuation
• A higher dividend yield
• A cheaper currency

When considered together, we believe that these factors make a compelling 
case for investors to consider re-balancing away from US equities and toward 
international equities in general, and UK equities in particular. As a UK value 
focused trust, Temple Bar should be well-positioned to benefit from this trend.

Past performance is not a guide to future returns. No investment strategy or 
risk management technique can guarantee returns or eliminate risks in any 
market environment. ⁷ 35-year highs for the dollar: our currency, our problem, Ben Inker, GMO, September 2022.



Subscribe to receive a version 
of this newsletter delivered 
straight to your inbox. 

In June, QuotedData published a new research paper 
on Temple Bar, which explores the encouraging 
progress made by the trust since Redwheel were 
appointed as manager nearly three years ago.

“Though the managers are the first to admit they are 
in the early innings of their journey with Temple Bar, 
they remain confident about its long-term potential, 
particularly given the relative valuations of the portfolio 
holdings, which in many cases are still at or close to 
cycle lows.”

Read more at the link below. 

https://quoteddata.com/research/temple-bar-
true-colours-in/

Phone
+44 (0)371 384 2432

Broker helpline
+44 (0)906 559 6025

templebar@redwheel.com
templebarinvestments.co.uk

Money Makers podcast
– 22 April 2023

Why there’s more 
to come from 
Temple Bar
– Investors Chronicle

Why some fund 
managers love 
bank shares 
– interactive investor

Investors should mimic 
Warren Buffett’s 
approach – or buy this 
value-focused 
investment trust 
– The Telegraph

 Other news 

QuotedData research Temple Bar 
in the media

Temple Bar’s Annual General Meeting (AGM) was held on 9 May at the offices of Frostrow 
Capital in London. The event marked the end of Arthur Copple’s tenure as Chairman, with 
Richard Wyatt appointed as his successor in that role. Thank you, Arthur, for your twelve 
years of dedicated service as a director, five of them as Chairman. We wish you well.

The board also announced its first interim dividend for the year of 2.3p per share, which 
represents a 12% increase on last year’s equivalent dividend.

Annual General 
Meeting 2023

Positive media coverage of Trust continued during the 
second quarter of 2023, with Ian and Nick contributing to a 
range of publications, including the Telegraph, Investors’ 
Chronicle, Interactive Investor and an appearance on 
The Money Makers podcast. 



Past performance is not a guide to the future. The price of investments and the income from them may fall as well as rise and investors may not get 
back the full amount invested. Forecasts and estimates are based upon subjective assumptions about circumstances and events that may not yet 
have taken place and may never do so.
No investment strategy or risk management technique can guarantee returns or eliminate risks in any market environment. Nothing in this document 
should be construed as advice and is therefore not a recommendation to buy or sell shares. Information contained in this document should not be 
viewed as indicative of future results. The value of investments can go down as well as up.
This document is issued by RWC Asset Management LLP (Redwheel), in its capacity as the appointed portfolio manager to the Temple Bar Investment 
Trust Plc. Redwheel, is authorised and regulated by the UK Financial Conduct Authority and the US Securities and Exchange Commission.
Redwheel may act as investment manager or adviser, or otherwise provide services, to more than one product pursuing a similar investment strategy 
or focus to the product detailed in this document. Redwheel seeks to minimise any conflicts of interest, and endeavours to act at all times in 
accordance with its legal and regulatory obligations as well as its own policies and codes of conduct.
This article is directed only at professional, institutional, wholesale or qualified investors. The services provided by Redwheel are available only to such 
persons. It is not intended for distribution to and should not be relied on by any person who would qualify as a retail or individual investor in any jurisdiction 
or for distribution to, or use by, any person or entity in any jurisdiction where such distribution or use would be contrary to local law or regulation.
The information contained herein does not constitute: (i) a binding legal agreement; (ii) legal, regulatory, tax, accounting or other advice; (iii) an offer, 
recommendation or solicitation to buy or sell shares in any fund, security, commodity, financial instrument or derivative linked to, or otherwise included 
in a portfolio managed or advised by Redwheel; or (iv) an offer to enter into any other transaction whatsoever (each a Transaction). No representations 
and/or warranties are made that the information contained herein is either up to date and/or accurate and is not intended to be used or relied upon by any 
counterparty, investor or any other third party. Redwheel bears no responsibility for your investment research and/or investment decisions and you 
should consult your own lawyer, accountant, tax adviser or other professional adviser before entering into any Transaction.

Financial data
Total Assets (£m) £774.1
Share price (p)  221.50
NAV (p) (ex income, debt at mkt)*  233.67
Premium/(Discount), Ex income (%)*  -5.2
NAV (p) (cum income, debt at mkt)*  236.83
Premium/(Discount), Cum income (%)*  -6.5
Historic net yield (%) 4.3
Net gearing (%) 7.5

Dividend history
Type Amount (p) XD date Pay date
1st interim  2.30 01.06.23 30.06.23
4th Interim  2.50  02.03.23 31.03.23
3rd interim  2.50 08.12.22 12.30.22
2nd Interim 2.30  08.09.22 09.30.22

Performance (total return)
Cumulative returns (%)

Share NAV FTSE
 price  All-Share
1 month 1.0 2.0  1.0
3 months  -3.1 -2.8 -0.5
1 year  6.0 8.1 7.9
3 year  62.2 53.2 33.2
5 year  3.2 1.9 16.5
10 year  42.5 51.8 78.0
Since 30/10/2020 75.4  70.8 42.6

Rolling 12 month returns (%)
 Share NAV FTSE
 price  All-Share
30.06.22 - 30.06.23  6.0 8.1 7.9
30.06.21 - 30.06.22  5.8 0.2 1.6
30.06.20 - 30.06.21 44.5 41.5 21.5
30.06.19 - 30.06.20  -36.2 -30.6 -13.0
30.06.18 - 30.06.19 -0.3 -4.1  0.6
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Sector analysis

Important information 

Centrica  6.9
Shell  6.8
Marks & Spencer  6.6
BP  6.5
Standard Chartered  6.3
Pearson  5.4
NatWest  5.2
TotalEnergies  4.7
International Distributions Services  4.7
ITV  4.3
Total  57.4

Top 10 equity holdings  (%)

The Temple Bar portfolio 
Data as at 30 June 2023


