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		Abstract

		This paper studies the cross-border transactions in equity by investors in Canada, Germany,Japan, the U.K. and the U.S.  We find that investors from different countries make very different decisions about the allocation of their portfolio across markets.  In contradiction to the notion that high variable transactions costs hinder international diversification, we find that the volume of gross equity flows vastly exceeds net equity flows and the turnover rate on foreign equity investments by some investors even exceeds domestic turnover rates.  We also reject the hypothesis that U.S. investors follow the standard CAPM in allocating their global equity portfolio. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Tesar,  Linda L. and Werner,  Ingrid M., International Equity Transactions and U.S. Portfolio Choice (January 1994). NBER Working Paper No. w4611,  Available at SSRN: https://ssrn.com/abstract=253998
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Linda L. Tesar (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Michigan at Ann Arbor - Department of Economics  ( email )

			

			
			
				
				
				
					611 Tappan Street
Ann Arbor, MI  48109-1220
United States
734-763-2254 (Phone)
734-764-2769 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Ingrid M. Werner

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				The Ohio State University - Fisher College of Business  ( email )

			

			
			
				
				
				
					2100 Neil Avenue
Columbus, OH  43210-1144
United States
614-292-6460 (Phone)
614-292-2418 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       79

			

		
		
		
			Abstract Views

			    1,745

		

		
		 
		
			Rank

			  553,275

		

		
	


	

	
		
			
				       27 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           12,251

                                    

                                    
                                        PAPERS

                                           32,626

                                    

                                

                                
                            

                        

                    

                
	
                    Capital Markets: Asset Pricing & Valuation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Asset Pricing & Valuation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,020

                                    

                                    
                                        PAPERS

                                           32,331

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                           24,592

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Investor Diversification and International Equity Markets

                        
                            By
                                
                                
                                    
                                    Kenneth R. French
                                     and 
                                
                                    
                                    James M. Poterba
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Why is There a Home Bias? An Analysis of Foreign Portfolio Equity       Ownership in Japan

                        
                            By
                                
                                
                                    
                                    Jun-koo Kang
                                     and 
                                
                                    
                                    RenÃ© M. Stulz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Familiarity Breeds Investment

                        
                            By
                                
                                
                                    
                                    Gur Huberman
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Home Bias and the High Turnover

                            
                                By
                                    
                                    
                                        
                                        Linda L. Tesar
                                         and 
                                    
                                        
                                        Ingrid M. Werner
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Determinants of Cross-Border Equity Flows

                            
                                By
                                    
                                    
                                        
                                        Richard Portes
                                         and 
                                    
                                        
                                        HÃ©lÃ¨ne Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Corporate Governance and the Home Bias

                            
                                By
                                    
                                    
                                        
                                        Lee Pinkowitz, 
                                        
                                    
                                        
                                        Rohan Williamson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Determinants of Cross-Border Equity Flows

                            
                                By
                                    
                                    
                                        
                                        Richard Portes
                                         and 
                                    
                                        
                                        HÃ©lÃ¨ne Rey
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Portfolio Flows of International Investors, I

                            
                                By
                                    
                                    
                                        
                                        Kenneth Froot, 
                                        
                                    
                                        
                                        Paul G.j. O'connell, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Information Content of International Portfolio Flows

                            
                                By
                                    
                                    
                                        
                                        Kenneth Froot
                                         and 
                                    
                                        
                                        Tarun Ramadorai
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Information Content of International Portfolio Flows

                            
                                By
                                    
                                    
                                        
                                        Kenneth Froot
                                         and 
                                    
                                        
                                        Tarun Ramadorai
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		

		
		
		
		
		
		
		
		
		
		
	

