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ABSTRACT 

 

This paper examined the benefits of international investment for either the individual investor or 

institutional investor and concluded that, international investing can be tremendously beneficial 

to all investors in terms of maximizing returns for a given level of risk. However, appropriate 

actions such as investment weightings, identification of large cap company shares, investment 

strategies such as momentum investing, market segmentation among others needs to be put in 

place in order to ensure that portfolios
1
 are well balanced. Further findings of this paper is that 

investors particularly institutional investors can enjoy economies of scale
2
 through international 

diversification, and that Solnik (1996) reports that fluctuations in foreign exchange rates is not a 

major component of total returns of a well-diversified portfolio risk internationally as many 

investors thought. This paper emphatically concludes that investors should engage in 

international diversification however, care should be taken in managing its associated risk in 

order to maximize their portfolio returns and minimize portfolio risks. 
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1
 A portfolio is the combination of different investment assets (shares, bonds etc.) in one investment vehicle as a 

store of value. 

2
 Economies of scale are achieved when there is an increase in units of production, which reduces the unit cost of 

production. 
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1.0 INTRODUCTION 

The world as we are aware now is a “Global Village” due to the advent of information 

technology, particularly the internet. In the past, the cost of participating in foreign markets has 

been on the high because of excessive transaction costs, the difficulty and high cost of acquiring 

information, and other related cost. However, because of globalization
3
, access to information is 

enhanced tremendously, thereby eliminating some of these hurdles, and allowing investors 

(individual and institutional) to diversify internationally. Abidin, Ariff, Nassir, and Mohamad 

(2004) indicated that over the past two decades, many national markets have been deregulated 

and opened to foreign investment, and that good quality information on most markets is more 

easily available and transaction costs have been drastically reduced. 

However, Bartram et al (2001), observed that national economies in all parts of the world have 

become closely linked by way of growing volume of cross border transactions not only in terms 

of goods and services but even more so with respect to financial claims of all kinds. In addition, 

Ruban and Melas (2009) noted that in recent decades, there has been significant progress in the 

removal of institutional barriers to international investing-more trade agreements, fewer currency 

controls and standardized accounting rules all make it easier to do business and invest globally. 

“Diversification is the process of investing a portfolio across different asset classes in varying 

proportions depending on the investor‟s time horizon, risk tolerance, and goal”(Thornburg 

Investment Management, Para, 1). The objective of diversification is to minimize risks and 

maximize returns on investment portfolios such that if some assets within the portfolio are 

performing badly, other assets may be performing well in order to offset bad performing assets
4
. 

                                                           
3
 Recognition of the world as a whole 

4
 An investment instrument that can be bought and sold (Amoa, 2013). 
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This is often expressed in the finance literature on the belief that investors (individual and 

institutional) are rational and as such they do not put their eggs in one basket. 

International diversification therefore refers to a practice of investing where investors (individual 

and institutional) construct a portfolio by selecting foreign assets into their portfolios; - This 

takes place in most instances without investors‟ have much sophistication if they select assets of 

multinational companies within their domestic economies. 

Most studies in the finance literature have uncovered that constructing international stock 

portfolios are beneficial to investors.  An early study by Solnik (1994), suggested that one half of 

the total portfolio risk can be eliminated for U.S. investors if they diversify over securities in 

both the USA and European countries instead of simply investing in USA domestic securities. 

Other studies that showed that institutional investors could substantially increase their return-to – 

risk tradeoffs by diversifying into foreign equity markets are (Grubel, 1968; Lessard, 1973; 

Cavaglia, Melas, and Tsouderos, 2008). A more recent study by Fletcher and Marshall (2005) 

found that there are significant benefits from adding global industry or country equity portfolio 

to a UK domestic mean variance. 

On the contrary, some recent researches on this subject indicate that the benefits of international 

investments are declining over time due to increase integration of global financial markets
5
 

(Chiou, 2009; Errunza, Hogan, and Hung, 1999; Longin and Solnik, 1995; Driessen and Laeven, 

2007). However, Markowitz (1952) uncovered that the best portfolio consist of securities which 

are negatively correlated. Investors engaged in international diversification can therefore take 

advantage of inverse correlation of different countries. 

                                                           
5
 Buying and selling of investment assets across different countries 
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International investments are not without risk. Prominent risk facing international investments 

are political risk (particularly in emerging and developing countries), exchange rate risk, and risk 

that foreign companies would be nationalized among others. Bartram et al (2001) argue that 

foreign assets are denominated in foreign currencies and therefore an investment of foreign 

securities can be exposed to exchange rate shocks. However, currency risk can be minimized by 

investing in securities across several countries and several denominations and also engage in 

currency hedging (Bartram et al., 2001). It is therefore important for investors to do foreign 

market analyses in terms of cost benefit analysis before engaging in international investments. 

2.0 HISTORICAL REVIEW OF INTERNATIONAL DIVERSIFICATION 

Sharpe (1972) reported that because all stocks prices on the same stock exchange tend to move 

together, the rate of return on any reasonable well diversified portfolio will be highly correlated 

with that of the market as a whole. On the other hand, Solnik (1974) found that increasing the 

size of a domestic portfolio beyond 20 stocks will only achieve a small incremental reduction in 

risk but a substantial reduction can be achieved by an international portfolio of the same size. 

Studies such as (Grubel, 1968; Lessard, 1973; Levy and Sarnat, 1970; Cavaglia, Melas, 

Tsouderos, 2008) all confirmed the benefits of international diversification. Although some 

recent studies such as Chiou et al (2009); Errunza, Hogan, and Hung (1999); Driessen and 

Laeven (2007) indicate a decline in the benefits of international diversification. Nevertheless, 

U.S. investors according to Tesar and Werner (1998) increased their presence in foreign markets
6
 

in the 1990s although the practice was not widespread. 

                                                           
6
 Stock markets other than the investor’s domestic markets or stock markets of other countries other than 

investor’s country of origin. 
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Bartram et al (2001), U.S. investors held 2, 5834 billion dollars in foreign securities in 1999. 

This they say represented an increase by 530.5 billion dollars compared to 1998.  

In Japan, the proportion of exports to total sales grew over the years (Olma et al., 2004) cited in 

Amoa (2013). Therefore, the increase in the U.S. holdings of foreign stock in the later part of the 

1990s suggest that the historical performance of foreign stock prior to the late 1990s.  

From the Chinese perspective, the China economy became more liberalized and better integrated 

with the world economy after China officially joined the World Trade Organization (WTO) on 

December 11, 2001. This action boosted the economic reforms started in 1978 in China and 

brought this market into the global trading system. The securitization rate of the Chinese 

economy was as high as 72.36% in 2009, a 30% increase from 2008 (Jiang et al., 2010). This 

according to Jiang et al (2010) has led to Chinese investors diversifying internationally. 

3.0 CURENT STATE OF INTERNATIONAL DIVERSIFICATION 

Recent economic challenges in many countries across the world have resulted in a surge of new 

investment restrictions and regulations in some countries, a situation that poses risk to the 

international investor. For instance, according to the Investment Policy Monitor, UNCTAD, 

2013, there was a surge in new investment restrictions and regulations from November 2012 – 

February 2013 in many countries. Notably,  

 Canada introduced stricter criteria for the screening of inward Foreign Direct Investment
7
 

(FDI) by state owned enterprises; 

 Benin prohibited land ownership by foreign countries; 

 Sri Lanka and Hungary prohibited foreigners from owning land 
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 IMF defines foreign direct investment as investment that is resident in a foreign economy 
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Global foreign direct investment inflows decrease by 8% in 2012 compared with the same period 

in 2011(Global Trends Monitor No.10, UNCTAD, 2012). The same report observed that across 

boarder transactions declined by 60% with the same period and that developing countries 

absorbed half of the global FDI inflows. The report attributed this phenomenon to slow rate of 

growth within emerging markets
8
 economies and uncertainties within the global economy. 

According to Wagstyl and Cookson (2011) noted that today, high correlation between markets is 

shocking and a change in one market is reflected almost immediately on a global scale. For 

example, a month after emerging markets equities dropped as a result of the Greek crisis, the 

emerging markets currencies followed suit (Wagstyl and Cookson, 2011).    

Furthermore, emerging markets are noted to be risky for investing internationally by both 

individual and institutional investors alike. However, those markets equally offer higher returns 

to compensate the risk for international investors. The risk of asset expropriation is one of the 

key risks prevalent in emerging markets. For instance, in Venezuela in recent years expropriated 

many oil and gas companies owned by foreigners. These kinds of actions decrease the 

attractiveness of Venezuela and other emerging markets to foreigners. That notwithstanding, 

Brazilian equities in 2007 had 50% returns whereas return for South African equities in 2009 

was 26% (Duff and Phelps, 2010). In the view of Phillips et al (2010), there is a growing trend of 

the U.S. investors diversifying internationally and that their international interest is really in 

emerging markets stocks. 

4.0 ENVIRONMENTAL STATEMENT 

While some investors are only prepared to put their money in the stocks of ethical or socially 

responsible investment (SRI) depending on their religious believes, culture, social values and so 

                                                           
8
 Emerging markets exhibit high expected returns but high volatility as well (Amoa, 2013) 
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on, other investors don‟t really boarder whether a company is ethical or unethical so long as they 

would be compensated with higher returns for a given level of risk assumed. Socially responsible 

investment refers to the practice of directing investments in ways which combine financial 

objectives with the commitment to social concerns such as economic development, healthy 

environment, peace and social justice (Haigh and Hazelton, 2004). 

Many investors consider it to be unethical investment when investing in industries such as 

gambling, alcohol, defense, and tobacco to mention but a few. There is a mix conclusion as to 

whether SRI outperforms unethical investments and vice versa. For instance, Lobe et al (2009) 

reported that there is no convincing evidence that investors who choose to invest in only ethical 

companies attain a better return than those who don‟t. Hong and Kacperczyk (2009) as cited in 

(Lobe et al., 2009), uncovered that publicly traded companies belonging to the alcohol, 

gambling, and tobacco industry outperform the market. Markowitz (1952), however, argues that 

ethical investing can be a negative enterprise and may have a negative impact on net return. In 

my opinion, the decision to invest in either ethical or non-ethical stocks is a matter of personal 

preference for investors. 

5.0 DISCUSSION OF FACTS AND ISSUES 

5.1 DIVERSIFICATION AND OPTIMISATION OF DIVERSIFICATION 

The objective of diversification by investors is to minimize risk and maximize returns by 

carefully combining assets. There are two types of risk investors seek to minimize: systematic 

and unsystematic risk. 

Systematic risk refers to those factors that affect the returns on all comparable investments. For 

instance, when the price of individual securities rises, the market as a whole also rises and vice 

versa. Unsystematic risk depends on factors that are unique to specific asset and are referred to 
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as diversifiable risk. Wilcox and Huumonen (1999, p.15) posit that in order to form a diversified 

portfolio, the securities that make up the portfolio must have low correlations – in other words, 

their returns are by different factors, and they do well and poorly at different times. This 

produces a portfolio whose overall returns is less variable – and hence less risky than the returns 

of it individual components.  Campbell, Lettau, Malkiel and Xu (2000), studied U.S. stocks and 

carve a rule of thumb that a portfolio of 20 stocks attained the benefit of diversification. This 

assertion is supported by earlier studies (Solnik, 1974; Bloomfield et al., 1997). On the contrary, 

Statman (1987) cited in Amoa (2013), suggest that a well-diversified portfolio must include at 

least forty stocks. Therefore, for optimal diversification, diversification benefits should increase 

as long as its marginal benefits exceed its costs. 

5.2 INTERNATIONAL PORTFOLIO VRS DOMESTIC DIVERSIFICATION 

As of August 2005 $84 billion was invested in international and global funds as opposed to $83 

billion invested in the domestic U.S. market, a situation that some experts considered to be a 

healthy shift towards global portfolio diversification (Straus, 2005). This suggests that the home 

bias argument over time has faded off in the minds of investors due to the impact of 

globalization. From the perspective of the UK, Ruban et al (2009) reported that international 

investing over the last decade or so has provided higher returns and lower risk; where the 

investment has taken a year, three years, five years or ten years. 

Schindler (2009) uncovered that in the real estate industry, there is a high correlation between 

financially – linked areas and regions in close proximity; in the long term. As a result, it is more 

attractive for investors to diversify by investing in the real estate markets of Australia, Europe 

and Northern America in the longer term unless of course one of these countries is their domestic 

environment (Schindler, 2009). Chemmanur, Hull and Krishnan (2010) support longer term 
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investment internationally by documenting that in 17 years from 1991 – 2008 the number of 

venture capital investments increased by 22.7% as emerging economies started attracting venture 

capital investment. 

Despite the benefits of international diversification many investors prefer to invest in their 

domestic markets often referred to as home bias in the finance literature. Some factors 

contributing to home bias includes-; distance, correlation, culture, familiarity, preference of 

home /domestic multinationals- to mention but a few. For instance, UK investors, invested 

78.5% of their portfolio domestically even on the basis that the UK domestic market is just 

10.3% of the global equity market capitalization (Ruban et al., 2009). Coral and Markowitz 

(2001) document that distance may account for a third of home country bias in the U.S. 

portfolios analyzed by French and Portebal (1991).  Employees in the U.S. invest a good chunk 

of their retirement plans in the stock of their companies (Huberman and Sengmuller, 2004). A 

more recent study by Cai and Warnock (2006) suggest that U.S. institutional investors prefer 

domestic multinationals over wholly domestic firms. On the other hand, Yu and Dagler (2010) 

argue that the benefits of internal diversification are reducing as correlations among global 

markets tend to exhibit a positive trend over time. 

5.3 INVESTMENT STRATEGY 

All investors must employ strategies in order to minimize risk and maximize return and not just 

investing for the sake of investment. Bartram et al (2001) reported that with international capital 

markets, the riskiness of securities is measured by International Capital Asset Pricing Model
9
 

(ICAPM). International investment strategies must be adapted to include; 

                                                           
9
 CAPM is a tool that can be used to determine security prices (Bartram et al., 2001). International Capital Pricing 

Model (ICAPM) extends the model to cover international markets. 
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 Choice of country to invest 

 Choice of market to invest and 

 Correlation between markets and securities chosen 

This is justifiable because even though investing in domestic assets has limitations, without 

proper investment strategy, attempting to diversify internationally could be even more disastrous. 

International investors therefore, must use all possible available investment techniques and tools 

for hedging currency risk and as well as avoiding risks like market and political risks. 

6.0 ANALYSIS OF FACTS AND ISSUES 

6.1 ADVANTAGES OF INTERNATIONALLY DIVERSIFIED PORTFOLIO 

Bartram et al (2001) identified three key advantages of an internationally diversified portfolio. 

These include the following; 

 Participation of the growth of foreign markets 

 Economies of scale and 

 Lower Risk Portfolio 

6.1.1 PARTICIPATION IN THE GROWTH OF FOREIGN MARKET 

International investment provides investors an opportunity to benefit from the growth rates of 

different economies around the world. International investment provides such a wide playing 

field, and gives investors a lot more opportunities to make good stock selections. This is because 

different countries‟_ political authorities introduce policies at different times in order to stimulate 

growth and that is advantageous to international investors. 

The rate of growth in the economy of emerging nations will exceed growth in the developed 

nations for a long time (Malkiel and Mei, 1998). Recent research indicates that emerging markets 

continue to have low correlations with developed markets and do not seem to be linked to each 
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other or the U.S. market. Indeed, as governments continue to agree to coordinate their fiscal, 

monetary, and trade policies, it is reasonable to believe that the correlation among the developed 

equity markets will continue to increase (Wilcox and Huumonen, 1999). Davis et al (2010) found 

that the annualized return in the Morgan Stanley Composite Index (MSCI), emerging markets 

index between 1999- 2009 was 10.2% as against the return for the MSCI USA index was -1.2%. 

6.1.2 LOWER RISK PORTFOLIO 

In order for diversification to work, the securities that make up the portfolio must have low 

correlations but over time, the correlation between S&P 500 and the dollar - based EAFE
10

 index 

has increased substantially (Wilcox and Huumonen, 1999). International investments offer 

investors the opportunity to select securities with low correlation, particularly in emerging 

markets. This in turn maximizes return and minimizes portfolio risk 

6.1.3 ECONOMIES OF SCALE 

Internationalization of business operations means that companies are able to sell their products in 

new markets leading to growth in terms of the number of consumers. Tebogo (2011) indicates 

that with an increased in the number of consumers it is possible to mass produce in order to meet 

the increase demand, which makes it possible for fixed costs to be covered by a larger volume of 

production. This results in lower unit cost of production thereby allowing investors to compete 

on the basis of cost. According to Latzko (1998), many mutual fund expenses are fixed cost. 

Although all investors benefit from economies of scale, institutional investors are much bigger 

and have the purchasing power and are able to mobilize resources in order to invest in a wide 

range of securities across different economies. 

 

                                                           
10

 The MSCI EAFE index measures international equity performance 
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7.0 DISADVANTAGES OF INTERNATIONAL DIVERSIFICTION 

7.1 CURRENCY RISK 

Like any other investment, international diversification is subject to foreign exchange rate risk. 

Foreign assets are denominated in foreign currency and therefore an investment in foreign 

securities is exposed to exchange rate shocks (Bartram et al., 2001). Bartram et al (2001), 

however, recognizes that currency risk can be minimized by investing in securities across several 

countries and several denominations and also engaging in hedging. Dales and Meese (2001) on 

the other hand, indicated for instance, that when an investor invests in a foreign market, there is 

often a need to convert the domestic currency into the foreign currency in order to make 

purchases. Similarly, when it comes to realizing the value of the investment the foreign asset 

might have to be sold in a foreign currency as well, and the proceeds converted into the domestic 

currency. However, Solnik (1996) documented that currency fluctuations has never been the 

major component of total return on a diversified portfolio over a long period of time because the 

depreciation of one currency is often offset by the appreciation of another. A number of studies 

including that of Addae (1998) and Kwangsoo (1998) argue that the impact of currency volatility 

on the return and risk is statistically insignificant. 

7.2 POLITICAL RISK 

Political risk is a broader term and includes transfer risk, operation risk, corruption risk, 

ownership control risk, foreign tax laws, and restrictions on capital outflows among others. 

Foreign investors must therefore be cautious in analyzing the cost benefit analysis of 

international investment before actually putting their funds in foreign markets since political risk 

is inherent in all international investments. For instance, Mauro (1995) argues that corruption can 

result in diminished economic growth. Similarly, Gatz and Volkema (2001) confirmed the 
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corruption argument when they list corruption as having the disincentive impact on investment. 

Although not a frequent phenomenon, nationalization of foreign assets is still a possibility 

according to (Jenson, 2003). However, the good news for investors is that many countries around 

the world are now resorting to democratic governance and this could have positive impacts on 

international investment in particular, minimizing political risk. 

8.0 CONCLUSIONS 

The globalization of securities markets is refocusing attention on stock markets throughout the 

world as a result of increased access to information. This makes international diversification a 

reality. Many countries around the world have embraced democracy which minimizes political 

risk. The economies of most emerging markets are growing at an accelerated rate. Solnik (1996) 

argues that currency fluctuations have never been a major component of total return of a well-

diversified portfolio. Tebogo (2011) document that the world economy is so intertwined that is 

unavoidable in some instances for investors to diversify their portfolio of investment as in some 

cases such diversification takes place without investors knowledge or even approval due to the 

nature of some of the financial transactions. International investing is real and can be of 

tremendous benefit to both individual and institutional investors. In my opinion I believe that 

investors who only buy domestic stocks may be limiting their profit potential. 

9.0 RECOMMENDATIONS 

This paper recommends that all investors should carefully study the stocks and markets that they 

intend to invest in but where investors lacks requisite knowledge in this regard, they should 

employ the services of a reputable professional investment management firm. Santis and Sarno 

(2008) as cited in Amoa (2013), stated that overall, gains in international diversification exist but 

indicated that this can be limited due to risks it presents. Additionally, investors must not „put all 

their eggs in one basket‟ in order to make use of market segmentation, different asset classes, 
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low correlation and across different markets in particular for international diversification. 

Burtless (2006) argues that the employment of appropriate investment strategies by investors will 

enhance the possibility of maximizing returns and minimizing risk than just employing „naïve‟ 

investment techniques. Consequently, this paper posits that making international diversification 

is prudent for both the individual investor and the institutional investor. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



15 
 

 

 

 

10.0 REFERENCES 

Abidin, S. Z., Ariff, M., Nassir, A. M., & Mohamad, S. (2004). International Diversification: A  

             Malaysian Perspective. Investment Management and Financial Innovations, 51 – 68. 

 

Addae-Dapaah, K., & Young, G. L. F. (1998). Currency risk and office investment in Asia  

              Pacific Real Estate Finance, Vol: 15 (3), pp. 67 – 85. 

 

Amoa, K. (2013). Is International Diversification Prudent To Either The Individual Or The 

            Corporate Investor? International Journal of Advance Research, Vol: 1(9), pp.17 – 27. 

  

Bartram, S. M., & Dufey, G. (2001). International Portfolio Investment: Theory, Evidence and 

             Institutional Framework. Financial Markets, Institutions & Instruments. 10 (3). Pp. 85 –  

            155. 

 

Burtless, G. (2006). Risk and Reward of International Investing for US Retirement Saver:  

             Historical Evidence. Accessed on 13/7/14 at: http://ssrn.com/abstract=1301026 

 

Cavaglia, S. M. F. G., Melas, D., & Tsouderous, G. (2000). Cross – Industry and Cross – 

            Country International Equity Diversification. Journal of Investing, pp. 65 – 71. 

 

Campbell, J. Y., Lettau, M., Malkiel, B. G., Xu, Y. (2001). Have Individual Stocks Become More  

           Volatile? An Empirical Exploration of Idiosyncratic Risk. The Journal of Finance, Vol: 56  

          (1), pp. 1 – 43. 

 

Chemmanur, T. J., Hull, J. T., & Krishman, K. (2010). Do Local and International Venture  

          Capitalists Play Well Together? A Study of international Venture Capital Investments.  

           Accessed on 10/7/14 at: http://ssrn.com/abstract=1670319 

 

Chiou, N., Lee, A. C., & Chang, A. C. (2009). Do Investors Still Benefit from International 

             Diversification with Investment Constraints? The Quarterly Review of Economics and  

             Finance. Vol: 49 (2), pp. 448 – 483.  

 

Dales, A., & Meese, R. (2001). Strategic Currency Hedging. Journal of Asset Management, Vol:  

            2 (1), pp. 9 – 12. 

 

Dalquist, M., Pinkowitz, L., Stulz, R. M., & Williamson, R. (2002). Corporate Governance,  

               Investor Protection, and the Home Bias. Journal of Finance and Quantitative Analysis.  

               Vol: 38, pp.87 – 110. 

 

Davis, H. J., Aliaga – Diaz, R. & Shanahan, J. (2010). Investing in Emerging Markets. 

http://ssrn.com/abstract=1301026
http://ssrn.com/abstract=1670319


16 
 

 

 

 

                   Evaluating the Allure of Rapid Economic Growth. Accessed on 11/7/14 at:  

                   http://vanguard.com/icriem.pdf 

 

Duff and Phelps (2010). Duff and Phelps Premium Report. Accessed on 11/7/14 at:  

                   http://duffandphelps/reports/risk_premium-report_2010Except.pdf 

 

Driessen, J, & Laeven, L. (2004). International Portfolio Benefits: Cross- Country Evidence 

                    from a Local Perspective, Working Paper, The World Bank Conference, October. 

  

Errunza, V., Hogan, K., Hung, M. W. (1999). Can the gains from international diversification be 

                achieved without trading abroad? Journal of Finance, Vol: 54 (6), pp. 2075 – 2107. 

 

Fletcher, J., & Marshall, A. (2005). An Empirical Examination of the Benefits of International  

             Diversification. International Financial Markets, Institutions and Money, Vol: 15, pp.  

             455 –468. 

 

French, k.R. & Porteba, J. M. (1991). Investor Diversification and International Equity Markets.  

            Working Paper No. 3609. National Bureau of Economic Research. Accessed on 12/7/14  

            at: http:/www.nber.org/Papers/w3609 

 

Galema, R., Lensink, R., & Spierdijk, L. (2009). International Diversification and Micro- 

             finance. Discussion Paper 05/2009 -023, Accessed on 10/7/14 at:  

            http://ssrn.com/abstract=1509332 

 

Getz, K. A., & Volkema, R. J. (2001). Culture, Perceived Corruption and Economics. A Model 

            of Predictors and Outcomes. SAGE Journals. Vol: 40(1), pp. 7 – 30. 

 

Global Investment Trend Monitor No. 10 (2012). UNCTAD. Accessed on 12/7/14 at:  

           http://unctad.ord/en/pages/publications/global-investment-treds-monitor-(series).aspx 

 

Grubel, H. (1968). Internationally Diversified Portfolios: Welfare Gains and Capital Flows.  

 

              American Economic Review, 58, pp. 1299 -1314. 

 

 

Haigh, M., & Hazelton, J. (2004). Financial Markets: A tool for social responsibility? Journal of 

              Business Ethics, Vol: 52 (1), pp. 59 – 71. 

 

Hong, H. G., & Kacperczyk, M. T. (2009). The price of sin: The effects of social norms on  

             markets. Journal of Financial Economics, Vol: 93 (1), pp. 15 – 36. 

http://vanguard.com/icriem.pdf
http://duffandphelps/reports/risk_premium-report_2010Except.pdf
http://ssrn.com/abstract=1509332
http://unctad.ord/en/pages/publications/global-investment-treds-monitor-(series).aspx


17 
 

 

 

 

 

Huberman, G., & Sengmuller, K. (2004). Mean – Variance spanning. Journal of Finance, 42 (4), 

                pp. 873 – 888. 

Jensen, N. M. (2003). Democratic Governance and Multinational Corporations. Political  

                Regimes and Inflows of Foreign Direct Investment. Cambridge Journals. Vol. 57 (3),  

                pp. 587 – 616. 

Jiang, C., Ma, Y., and An, Y. (2010). International diversification benefits: An investigation 

                from the perspective of Chinese investors. Accessed on 10/7/14 at:  

                http://ssrn.com/abstract=1581384 

 

Kwangsoo, K. (1998). Strategic International Diversification and Monthly Seasonality, Journal 

               of Business Finance and Accounting, pp. 203 223. 

 

Lessard, D. R. (1973). World, National and Industry Factors in Equity Returns. Journal of  

                Finance, Vol: 29 (2), pp. 379 – 391. 

 

Levy, H., & Sarnat, M. (1970). International Diversification of Investment Portfolios. The 

               American Economic Review. Vol 60 (4), pp.668 - 675 

 

Lobe, S., Roithmeier, S., and Walkshausl, C. (2009). Vice vs. Virtue Investing. Accessed on 

              10/7/14 at: http://ssrn.com/abstract=1089827 

 

Malkiel, B., & Mei, J. P. (1998). Global Bargain Hunting: The Investors Guide to profits in 

              Emerging Markets. (1
st
 Ed). Simon & Schuster 

Markowitz, H. (1952). “Portfolio Selection”, Journal of Finance, 7 (1), 77-91. 

 

Mauro, P. (1995). Corruption and Growth. Oxford Journals; Quarterly Journal of Economics. 

             Vol: 110 (3), pp. 681 – 712. 

 

Obiri, C. (2011). Is International Investment Diversification Prudent to Either the Individual or  

            Corporate Investor? Accessed on 12/7/14 at: http://ssrn.com/abstract=1937065 

 

Olma, A. R., & Siegel, L. B. (2004). A new Framework for international Investing. Journal of  

            Portfolio Management. Vol: 30(5), pp.55 – 69. 

 

Phillips, B. C., Kinnery, F. M., & Zibering, Y. (2010). Are Investors truly embracing 

             International Diversification? Accessed on 12/7/14 at http://vanguard.com/crieid.pdf 

 

Ruban, O., & Melas, D. (2009). International Diversification from a UK Perspective: Exploring 

                 the Risk – Reduction Effects of Diversification for UK Investors. Accessed on 10/7/14 

http://ssrn.com/abstract=1581384
http://ssrn.com/abstract=1089827
http://ssrn.com/abstract=1937065
http://vanguard.com/crieid.pdf


18 
 

 

 

 

                     at: http://ssrn.com/abstract=1375062  

Schindler, F. (2009). Long term Benefits from Investing in International Real Estate. Discussion  

                    Paper NO. 09-023. Centre for European Economic Research. Accessed on 11/07/14 

                    at: http://ssrn.com/abstract=1431881 

  

Sharpe, W. F. (1972). Diversification and Portfolio Risk. Financial Analysts Journal, pp.74 – 79. 

 

Statman, M. (1987). How many Stocks make a Diversified Portfolio? Journal of Finance and 

                  Quantitative Analysis. Vol: 22 (3), pp.353 – 363. 

 

Straus, L. C. (2005). Fund Buyers have Taken to Globe – Trotting. Lipper Mutual Fund  

                  Quarterly. Barrons. 85 (41), ABI/INFORM Global.  

 

Stulz, R.M. (1990). Managerial Discretion and Optimal Financial Policies. Journal of Financial 

                  Economics. Vol: 26 (1), pp.3 – 27. 

 

Solnik, B. (1974). Why Not Diversify Internationally Rather Than Domestically? Financial 

                 Analysts Journal, pp. 48 – 54. 

 

Solnik, B., Boucrelle, C., & Fur, Y. L. (1996). International Market Correlation and Volatility. 

                 Financial Analysts Journal, pp. 17 – 34. 

 

Tebogo, B. (2011). Is International Investment Diversification Prudent To Either The Individual  

                Or Corporate Investor? Accessed on 10/7/14 at: http://ssrn.com/abstract=1893724 

 

Thornburg Investment Management (n.d) The Importance of Diversification. Accessed on  

              10/7/14 at: http://www.thornburginvestments.com/core-strategy/ diversification1.asp. 

 

Wagstyl, S., Cookson, R. (2011). Swift exit from emerging market currencies. Financial Times. 

              Accessed on 15/7/14 at http://www.ft.com/int/cms/s/0/b71bba2cc-e399-11e0-8990-

00144feaddc0.htm  

 

Warnock, F.E. & Cai, F. (2004). International Diversification at Home and Abroad. Available  

               at: http://ssrn.com/abstract=509743 

 

Wilcox, S. E. and Huumonen, M. E. (1999). International Diversification: Are the Benefits  

                Dwindling? AAII Journal, PP, 15-17. 

 

You, L. & Daigler, R. T. (2007). Is international Diversification really beneficial? Journal of  

                Banking & Finance, Vol: 34 (1), pp.163 – 173. 

http://ssrn.com/abstract=1375062
http://ssrn.com/abstract=1431881
http://ssrn.com/abstract=1893724
http://www.thornburginvestments.com/core-strategy/
http://www.ft.com/int/cms/s/0/b71bba2cc-e399-11e0-8990-00144feaddc0.htm
http://www.ft.com/int/cms/s/0/b71bba2cc-e399-11e0-8990-00144feaddc0.htm
http://ssrn.com/abstract=509743

