Why EAFE
Now?

Index-powered insights for globally
diversified markets
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Volatility, policy cycles and currency swings often unfold Hedged VS Unhedged: The currency queStlon

differently in the EAFE region, a diversified universe across 21 . D . . . , .
developed markets' with return drivers that differ significantly Currency swings can significantly influence EAFE oytcomgs, dependlpg onan mvgstor s base currency. For U.S.-based investors,
e reee T e U Ea) Smies, hedged and unhedged EAFE exposures have historically diverged at times, including over the past three years, when hedged EAFE
indexes outperformed unhedged equivalents. These differences reflect how currency treatment interacts with exchange-rate
Drawing on more than five decades of index innovation, MSCI movements and monetary policy conditions. Historically, hedged approaches have been associated with lower volatility in certain
delivers solutions built to capture equity exposures worldwide environments, while unhedged exposures have tended to be more sensitive to periods of foreign-currency appreciation. Hedged
to help wealth teams and ETF issuers translate global signals

: : and unhedged EAFE indexes illustrate how currency treatment can influence return and risk characteristics, particularly during
into strategy. See three ways to use today’s EAFE signals to shifts in interest-rate expectations and currency cycles.
inform your investment strategy.

Visit our Markets in Motion hub for more on index-driven

Read more: To Hedge or Not to Hedge? Lessons from History for US Equity Investors | MSCI
strategies.

Hedging Macro Risk in Equity Portfolios | MSCI

EAFE vs EAFE USD Hedged (100%) vs USD Index (monthly index levels)
Explore now
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21 developed markets

10%
Covered around world, excluding US and Canada

5%
0%
-5%
-10%
-15%

<,
<
<,
\

N - - - e 0%
¢ ’ 5%
QE s s g 000 F F 0L Oo0oRER®X®O2R2R2OQ05INTIIILIIIIIIIREL
S 9 9 2 55 S5 o5 o o o5 5 5 O o5 o5 5 6 o o o5 o oo o o o © o
ISR (;) (: SRR RRRR QRILIKIIIRRRIRIRR QLI &« L QL L L { ] L 8 |
[SOY 5 O 0 5 DO 5 O 0 5 O 9O 5 DO 5 DO 5 DO 5 OO0 o5 0 5 2 9 2 550 = 050 5 o 0 5 OO
o) > © 2 5 0 2 5 0 2 3 0 2 35 0 23 0 2353 0 2353 0 2 35 0 o 2 5 0 o S % a
oI 0<CITo<CIToTIoLCIoCIoCzocascaoacdICZIoc A8 28 <28
'As of January 2026. Developed Markets countries in the MSCI EAFE Index include: Australia,

Austria, Belgium, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the
Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland and the UK.

2 As of June 2025.
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® EAFE USD Hedged ® USD index (right axis)



https://www.msci.com/research-and-insights/blog-post/to-hedge-or-not-to-hedge-lessons-from-history-for-us-equity-investors
https://www.msci.com/research-and-insights/blog-post/hedging-macro-risk-in-equity-portfolios
https://www.msci.com/indexes/markets-in-motion

MSCI

EAFE and U.S. sector-weight mismatches matter

EAFE and U.S. indexes may share similar sector labels, but they reflect very different business models, revenue sources and risk drivers. EAFE is more heavily weighted toward financials, industrials
and exporters, and less toward U.S.-style mega-cap technology. As a result, an indexed EAFE allocation can introduce different cyclicality, valuation and factor exposures than the US market offers.
Additionally, the revenue exposure of companies in EAFE is more globally diversified than the U.S. market, which offers an additional diversification lens to consider. Looking beyond headline weights
to fundamentals such as profitability, revenue mix and currency sensitivity provide investors the opportunity to identify and adjust unintended exposures embedded in global portfolios and refine EAFE
allocations to either amplify or reduce sensitivity to global trade, currencies and regional growth cycles.

Read more: EAFE's Resurgence Highlights the Power of Geographic Diversification | MSCI
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Source : MSCI Index data Dec 2000 — Dec 2025. Past performance is not indicative of future results. e o


https://www.msci.com/research-and-insights/quick-take/eafes-resurgence-highlights-the-power-of-geographic-diversification
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Country revenue exposure

MSCI EAFE Index Revenue Exposure MSCI USA Index Revenue Exposure
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Source: MSCI Economic Exposure database. MSCI, as of December 2025.
Index-level exposures calculated by applying market cap weights to individual security revenue exposures, then aggregating by country.



MSCI

Different markets, different factor mix

EAFE exhibits factor exposures that differ from those of the United States, which may introduce an additional dimension of diversification.

Examining factor lenses such as value, quality, income and low volatility can provide insight into how international exposures may vary

within broad EAFE allocations.

Read more: \What drives the capacity of factor index strategies? | MSCI
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Expand your view of
global signals

International markets continue to send
signals that differ meaningfully from those
in the U.S. — from currencies and policy
cycles to sector structure and factor
exposure. Incorporating an EAFE portfolio
sleeve, refined with hedging tools or
targeted overlays, can help investors more
intentionally capture these distinct drivers.

Explore our indexes


https://www.msci.com/research-and-insights/blog-post/what-drives-the-capacity-of-factor-index-strategies
https://www.msci.com/indexes?index-keyword=EAFE#featured-indexes
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Contact us

AMERICAS ASIA PACIFIC EUROPE, MIDDLE EAST & AFRICA
US +1888 588 4567 China +86 2161326611 South Africa  +27 21673 0103
(toll free)
Canada 1416 628 1007 Hong Kong +852 2844 9333 Germany +49 69 133 859 00
—_— e India +9122 6784 9160 Switzerland  +4122 817 9400
Malaysia 1800818185 e
Mexico +52 811253 4020 (toll free) nite +44 20 7618 2222
Kingdom
South Korea +82 70 4769 4231 italy +39 025 849 0415
singgpeie  es Byl France +3317 6769 810
Australia +612 9033 9333
Taiwan 008 0112 7513
(toll free)
Thailand 0018 0015 6207 7181
(toll free)
Japan +813 4579 0333

The data, data feeds, databases, reports, text, graphs, charts, images, videos, recordings, models, metrics, analytics, indexes, assessments, ratings, scores, software, websites, products, services and other information delivered in connection with this notice (the “Information”): (a) are proprietary information of MSCI and its suppliers, (b) may not be used for commercial
purposes without prior written permission from MSCI Inc. or its affiliates (“"MSCI"), and (c) are not investment advice and must not be relied on as such. The Information and its use are further subject to the disclaimer at https://www.msci.com/legal/notice-and-disclaimer. As detailed therein, MSCI AND ITS SUPPLIERS MAKE NO EXPRESS OR IMPLIED WARRANTIES OF

About MSCI

MSCI (NYSE: MSCI Inc.) strengthens global markets by connecting
participants across the financial ecosystem with a common language.
Our research-based data, analytics and indexes, supported by
advanced technology, set standards for global investors and help our
clients understand risks and opportunities so they can make better
decisions and unlock innovation. We serve asset managers and
owners, private-market sponsors and investors, hedge funds, wealth
managers, banks, insurers and corporates.

To learn more, please visit ( Www.msci.com

The process for submitting a formal index complaint can be found on
the index regulation page of MSClI's website at: https://www.msci.com/
index-regulation.

MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE OR OTHERWISE WITH RESPECT TO THE INFORMATION HEREIN AND DISCLAIM ALL LIABILITY TO THE MAXIMUM EXTENT PERMITTED BY LAW. For information about how MSCI collects and uses personal data, refer to https://www.msci.com/privacy-pledge.

©2026 MSCI Inc. All rights reserved | CBR0226
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