Is International Investing a Risky Choice?
By: Debra Speyer

www.wallstreetfraudblog.com

According to the Securities and Exchange Commission, more Americans are investing in foreign
companies than ever before. While international investing does have certain advantages, investors
should be sure that they understand all of the risks.

International investing has two primary advantages—diversification and growth. With respect to
diversification, international investing allows investors to spread their investment risk to companies and
markets that are outside of our economy. In terms of growth, international investing capitalizes on the
potential for faster growth in markets outside the U.S., particularly in emerging markets.

However, as outlined by the SEC, international investing also involves unique risks, including:

e Changes in currency exchange rates. When the exchange rate between the U.S. dollar and the
currency of an international investment changes, it can increase or reduce your investment
return.

e Dramatic changes in market value. All markets, including those outside the U.S., can experience
dramatic changes in value.

e Political, economic, and social events. It is difficult for investors to understand all the political,
economic, and social factors that influence markets, especially those abroad.

e Lack of liquidity. Markets outside the U.S. may have lower trading volumes and fewer listed
companies. They may only be open a few hours a day. Some countries restrict the amount or
type of stocks that foreign investors may purchase.

e Less information. Many companies outside the U.S. do not provide investors with the same type
of information as U.S. public companies, and the information may not be available in English.

e Foreign laws. If you have a problem with your investment, you may not be able to sue the
company in the U.S. Even if you sue successfully in a U.S. court, you may not be able to collect
on a U.S. judgment against a non-U.S. company.
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