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Review
We are pleased to report excellent year-to-date performance with the International Select Strategy returning +12.58% (12.36% net of fees) vs. +5.34% 
for the benchmark, the MSCI EAFE Index. For the second quarter, the strategy returned +1.85% (1.74% net of fees) vs. -0.42% for the benchmark. Since 
inception on 9/30/2019, the strategy has generated a very strong cumulative return of +102.26% (98.49% net of fees) vs. +38.26% for the benchmark, 
making it the #1 top-performing strategy in the entire eVestment EAFE All Cap Equity peer group (Source: eVestment 06/30/20241).

Developed equity markets were mixed over the quarter. Global earnings revisions continued to trend positively, traditionally a positive forward signal for 
equities. We commented in our last quarterly letter that the share of the return dispersion in equities explained by changes in longer-term bond yields 
had likely reached an unsustainable peak in October 2023. Over the fi rst half of 2024 this dynamic has substantially unwound. In fact, in contrast, now 
the share of return dispersion explained by dispersion in earnings surprises is near a historical peak. In other words, year-to-date in 2024, earnings 
have been deterministic to performance while the dominance of the bond market has faded as markets have embraced a disinfl ation narrative.  

Looking at the economic data, towards the end of the quarter, global macro indicators were mixed. Momentum in developed market manufacturing 
slowed, albeit with forward-looking components still in positive territory. The G10 consumer continues to benefi t from generally tight labor markets and 
household balance sheets have remained strong.

The unemployment rate edged down in the Euro area and Australia, but increased slightly in the U.K., U.S. and Canada. In most developed markets, 
however, solid job growth, still-strong wage growth and falling headline infl ation are supporting real income growth. Core infl ation readings in aggregate 
show infl ation slowly receding, indicating that developed market economies generally remain in a stop-start disinfl ationary environment. With the 
continuing disinfl ation in shelter yet to be fully refl ected in the offi  cial data, the overall infl ation trend in the U.S. remains constructive: In the U.S., the 
May core Personal Consumption Expenditures (PCE) price index rose by +0.08% month-over-month and the year-over-year rate declined to +2.57%. 
Similarly, core infl ation rates declined in Japan and the June infl ation data in Germany came in slightly below expectations, balancing out a stable but 
fi rmer than expected reading in France. The ECB was suffi  ciently confi dent in the infl ationary setting to cut rates on June 6. 

Despite the slight softening in growth momentum and reasonably benign infl ationary setting, longer-term yields across the developed markets are now 
higher for the year, and indeed accelerated higher in the last few days of the quarter. The likeliest explanation for this ostensibly counter-intuitive move 
is political developments, with the clear lack of fi scal restraint anywhere in election campaigning across the world raising questions about the current 
fi scal consensus.

Outlook
Equity markets’ valuation structures, with diff erentials around their long-term average, refl ect an overall optimistic view of the economic outlook. 
Global intra-sector spreads are narrow, almost to the point where what stands out is how little stands out. In directional agreement with the consensus 
macro view, we do not anticipate an impending meaningful deterioration in the economic environment. The macro picture appears to be returning to 
“normal” on a variety of critical dimensions. Recent PMI data may not have beaten expectations, but neither does it suggest an imminent contraction 
in manufacturing activity. Consumer confi dence indicators are recovering towards their long-term average. Real income growth is ongoing, and 
employment rates remain resilient. With respect to infl ation, the overall trend is encouraging. Wage growth has normalized to a level that is consistent 
with little to no impact on infl ation. The market’s assumption of disinfl ation appears to be correct.

1Based on data submitted to eVestment as of 07/12/2024. Peer group defi ned as all EAFE All Cap Equity strategies tracked by eVestment. eVestment provides third party databases, including the institutional investment 
database from which the presented information was extracted.  Over 4,500 fi rms actively submit data to eVestment. No representation or warranty is made by Oberweis Asset Management, Inc. (“OAM”) as to the validity and 
appropriateness of the eVestment rating. eVestment ratings should not be viewed as representative of the experience of other investors and is no guarantee of future performance. OAM pays a subscription fee for services to 
eVestment.

AVERAGE ANNUAL TOTAL RETURNS (

QTD YTD 1-YR 3-YR 4-YR Since Inception*

International Select (gross of fees) 1.85% 12.58% 16.29% -5.65% 7.34% 15.98%

International Select (net of fees) 1.74% 12.36% 15.83% -6.03% 6.92% 15.53%

MSCI EAFE -0.42% 5.34% 11.54% 2.89% 9.58% 7.06%

Past performance is not necessarily indicative of future results. Performance is historical and includes the reinvestment of dividends and other income. 
Unusually high returns may not be sustainable. The strategy invests in rapidly growing smaller and medium-sized companies that may off er greater return 
potential. However, these investments often involve greater risks and volatility. Foreign investments involve greater risks than U.S. investments, including 
political and economic risks and the risk of currency fl uctuations. Net-of-fee composite returns are calculated using the highest model investment advisory 
fees applicable to portfolios within the composite.  Advisory fees are disclosed in Part II of Form ADV.

*The inception date of the Oberweis International Select strategy is 9-30-19.  Oberweis Asset Management, Inc. (“OAM”) is an independent investment management 
fi rm that is not affi  liated with any parent organization. The composite returns are comprised of all fully discretionary accounts with a minimum value of $5.0 million. 
Accounts are dollar-weighted within the composite and reported in U.S. dollars.

The MSCI EAFE Index is an equity index which captures large and mid-cap representation across 21 Developed Markets countries around the world. excluding the 
US and Canada. The index is comprehensive, covering approximately 85% of the free fl oat-adjusted market capitalization in each country. It is not possible to invest 
directly in an index. 
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Outlook 
There remains considerable uncertainty about what constitutes “normal” economic conditions, particularly with respect to interest rates. The path 
of real rates remains a critical variable. With the caveat that no one really knows where we are going, given demographic trends, ever expanding 
fi scal defi cits and hitherto labor market and consumer resilience to tighter fi nancial conditions, it seems likely that the level will gravitate to a point 
above the average of the 2010s. To what degree is an open question. It is notable that longer-term sovereign yields have moved higher this year 
despite an apparently more fragile growth outlook and data that seems to confi rm that the infl ation reacceleration concerns in Q1 were largely 
misplaced.

Political factors may play an important role. With respect to the U.S., keeping in mind there are still four months until the election (and 
remembering that a week is a long time in politics), prediction markets now show Donald Trump as the favorite to win in November. The implied 
probability of a Biden victory is now approximately 30%. If there’s going to be a “shock” in the U.S. election process, it is more likely to relate to 
the Democratic candidacy and thus occur in the relatively near future (before the convention in August). Trump’s probable policy positions on 
issues such as trade and immigration could muddy the infl ation outlook for 2025 and beyond. Moreover, the lack of fi scal restraint in election 
campaigning across geographies around the world raises questions about the current fi scal consensus globally. 

Valuations in our stock universe are attractive. The United Kingdom and Germany are both trading at a discount to their 20-year median PEs. 
Even on a sector-adjusted basis, relative to global peers, the U.K. is valued near its lows of the last two decades, while off ering the highest 
dividend yield of any of the major developed markets. Similarly, valuations in the Eurozone are at historic lows relative to the U.S., despite a 
better earnings revision ratio  and a more dovish central bank. 

Portfolio Highlights
At quarter-end, the portfolio was invested in 37 stocks in 13 countries. Our top fi ve country weightings (portfolio weighting versus the MSCI EAFE 
Index) at the end of the quarter were United Kingdom (20.1% vs. 14.7%), Japan (14.5% vs. 22.7%), Germany (10.2% vs. 8.7%), France (9.6% vs. 11.2%), 
and Switzerland (7.3% vs. 9.7%). On a sector basis, the portfolio was overweight industrials (23.8% vs. 16.9%) and underweight consumer staples 
(2.1% vs. 8.5%).

Organization Update
There are no changes to the International team or strategy.

Oberweis Asset Management Investment Philosophy
We believe that investing in innovative companies driving revenue and earnings growth in excess of expectations results in superior investment 
performance over long periods of time. The entrepreneurial spirit is alive and well at these companies. Many uniquely address the needs of their 
customers with patented new products and services. Successful investing, however, demands more than fi nding companies with good growth 
prospects. It also requires the patience and fortitude of a long-term investor and to hold structural winners through the short-term jitters of the 
stock market. 
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