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What does “ex” have to do 

with it? 

If you’ve been looking into these 

types of investments, you may have 

run across the term “ex” being used in 

the name of an investment. No, it’s 

not talking about someone’s “ex,” but 

it does refer to the true meaning of 

the abbreviation: exclude. If you see 

the name of an investment and it’s 

called “MNO Stocks ex. Japan” it 

would mean that the investment 

would exclude stocks from Japan.  

International stock markets now comprise about 60% of the world’s 

capitalization. Investing your hard-earned finances outside the 

borders of the United States might sound confusing, and even 

intimidating, but it doesn’t have to be. Sometimes the most cutting-

edge opportunities for investment can be found overseas, so it’s a 

worthwhile topic to learn about.  

Is there a difference between global and 

international? 

A world of difference: 

The terms “global” and “international” are generally used 

interchangeably in the English language, so it’s understandable that 

you may have questions when you discover that the two terms 

refer to very different things when it comes to investments.   

Global 

When you consider a globe, if you spin it around, you can see every 

single country. This is a great way to remember that a global 

investment consists of investments in assets all around the world, 

including your home country. Global investments may invest in U.S. 

stocks alongside non-U.S. stocks, and they offer the latitude of 

moving between U.S. and non-U.S. markets in order to take 

advantage of relative opportunity. Investors who don’t want to 

exclude their own home country but wish to diversify may choose 

global investments.  

International 

International investments do not include the investor’s home 

country, but do include securities from all other countries. 

Investors who choose these kind of funds may do so if their current 

portfolio consists mainly of domestic investments, and they wish to 

diversify against country-specific risk. An international investment 

can also be referred to as a “foreign investment.” 
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What’s the motivation for investing in foreign markets? 

Growth 

Who doesn’t want to grow their portfolio? Sometimes international investment returns move in a 

direction quite different from U.S. market returns. An event in the United States may have a great 

effect on domestic stocks, but have very little impact on foreign stocks. The same is true for events 

that occur outside U.S. borders. Of course there are unlimited variables when speaking 

hypothetically, but this fact is all the more reason that many are choosing to invest in foreign 

markets because of the potential for steady growth. 

If your portfolio includes both domestic and foreign stocks, the risk that you’ll lose money 

diminishes, and your overall investment returns will tend to remain more steady. Keep in mind that 

there is always the consideration of higher costs, sudden value changes and other risks that can 

come with international investing. This is a great topic to discuss with your financial advisor, who 

should be able to help you look at all the specifics and make a decision that works best for you and 

your goals. Understanding the potential for growth when investing in foreign markets is much 

easier if your financial advisor stays up-to-date on the latest market trends.  

William Rassman, CFP®, of Centric Capital Advisors, explains why it’s vital to become educated on 

the options for overseas investing. "It is very possible that we may not see the domestic growth 

over the next 5 years that we have seen over the past 5 years. Now, more than ever, we believe it’s 

advantageous to be looking overseas for growth opportunities."  

Diversification 

In case you need a quick review on diversification, simply stated, it’s when someone buys 

investments that are not concentrated into one industry, company, asset class, or country. 

Investors want to diversify in order to reduce risk. Most of us have heard the term, “Don’t put all 

your eggs in one basket.” The reason for this is that if one of the baskets is damaged or destroyed, 

we will still have eggs that are safe and sound in our other baskets, and we are more likely to be 

able to manage the loss.  

Investing in foreign stocks is one way to reduce risk through diversifying. The world is constantly 

changing, and with those changes come new investment opportunities. Missing out on this type of 

opportunity to diversify simply because we don’t understand the benefits would be unfortunate. 

Major investment management companies have already advised clients to look for opportunities 

overseas, particularly in growth areas with developed markets. Currently, many experts believe 

that developed and emerging markets equities contain fertile opportunities for long-term growth. If 

economic growth slows down domestically, your opportunities for growth won’t necessarily have 

to slow down with it if a portion of your portfolio is invested in foreign stocks. 
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Using diversification as part of your investment strategy neither assures nor guarantees better performance and cannot protect against loss of principal due to changing market conditions. 



What are the risks that come with investing 

internationally? 

Four issues to consider: 

Risk goes with the territory when it comes to investing, 

whether you are investing at home or on foreign soil. 

However, there are some specific uncertainties to consider 

when investing outside of the U.S.  

Changes in the exchange rate 

When you travel internationally, you must be aware of the exchange rate between the foreign 

currency and the U.S. dollar, especially before you go on a shopping spree. Depending on the 

exchange rate at the time, you’ll either arrive home with amazing bargains or regrettable debt.  

Of course, the companies you invest in trade and pay dividends in the currency of their local 

market. When you sell or receive dividends, the cash you receive will need to be converted into 

U.S. dollars. When the foreign currency is strong in comparison to the dollar, your return is 

increased because your foreign earnings translate into more dollars. The flip side, though, is that if 

the foreign currency is weak in comparison to the dollar, your investment return is decreased 

because your earnings translate into fewer dollars.  

Any financial professional will likely tell you that the solution to mitigating this risk is to hedge your 

currency exposure. Hedging is simply a term that refers to removing the risk of being hurt by 

unfavorable currency movements. There are tools available such as currency futures, options and 

forwards that can be used but these are usually quite complex.  

Not to worry, though, if all these terms are new to you. The role of your financial advisor is to help 

you understand the issues that will affect you and your money and to walk you through the process 

in a way that works for you.  

Changes in market value 

Timing the market in the U.S. is consistently unsuccessful for most people. The difficulties become 

compounded when investors attempt to do this in a foreign market. There will always be changes 

in the market no matter where you’re investing, but sometimes these changes can be dramatic. 

The same wisdom applies to investing in foreign markets as it does to investing in the U.S.: try to 

invest for the long term, and stay focused on your goals during market changes. Your financial 

advisor is there for you in situations like this to help you analyze each situation and decide if any 

portfolio changes are necessary.  
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Lack of liquidity 

Many times different rules apply when it 

comes to foreign markets. Some 

countries restrict the amount or even 

type of stocks that an investor may 

purchase. Other countries may have 

lower trading volumes and fewer 

companies listed, and the market may 

only be open a few hours a day. At times 

there may be foreign currency controls 

imposed that will delay or restrict you 

from moving currency out of a country. 

All of this uncertainty, which is 

especially common in emerging markets, 

can lead to the inability to sell as quickly 

as you might need to. Your financial 

advisor can take measures to help you 

understand the whole picture of an 

asset's liquidity. 

As with any investment, either home or 

abroad, we won’t always be able to pin 

down every possible risk.  If you are 

considering diversifying your portfolio by 

trading outside of the country, your 

trusted financial advisor can discuss 

possible risks with you, and can help you 

determine the best path to take in order 

to meet your long-term financial goals.   

 

 

Economic, political and social factors 

There are two sides to the same coin when it comes to economic, 

political and social factors. The fluctuating elements that help 

provide diversification also contribute to risk. A serious economic 

event in a foreign market can create a sharp downturn, while an 

election with a favorable turnout can create an upswing. It is 

challenging for investors to analyze the myriad of factors that 

influence the market here in the U.S. Understandably, it becomes 

even more difficult to try to anticipate what the market might do 

elsewhere. Your trusted financial advisor can help you understand 

the risks within your portfolio, and can partner with you to create 

the scenarios that will help you reach your goals.  
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How do bonds figure in to investing internationally? 

Stocks, Bonds and Risk: 

It would be remiss not to mention bonds in the context of 

international investments. When creating an effective portfolio, 

choosing the perfect mix of stocks and bonds can be one of the most 

confusing decisions facing any investor. When an investor buys shares 

of stock, he or she is buying partial ownership in a corporation. When 

an investor buys a bond, he or she is actually making a loan to a 

corporation, with the understanding that a fixed return on the 

investment will be received at the end of the specified time period.  

Time to maturity and the ability of the issuer to make good on its 

obligations are two important factors to consider when choosing a 

bond. Bonds fluctuate in value and if sold before they mature, they 

may produce a gain or a loss in the value of the principal. Every bond 

holds the risk that the payment processed may not be made in time or 

in full. Generally, the higher the risk a bond holds, the higher level of 

return will be promised in order to reward the investors who assume 

that risk.  

Now that we’ve gone over the basics of bonds, how do we apply this 

information to foreign bonds? International bonds are one of the 

largest asset classes in the world. How do the different types of risk 

affect foreign bonds differently than foreign stocks?  

Socio-Political Risks 

The economic fluctuations that will happen in any country due to 

changes in the political or social atmosphere will have a definite effect 

on any investments there. These fluctuations affect bonds differently 

than stocks. Depending on the type of foreign stock you own, you may 

have more protection for your assets than you have with a foreign 

bond. If a secured bond held in the U.S. defaults, you have specific 

legal recourse. A bond held in another country may appear to offer 

similar protection. However, if there is a shift in political power, it’s 

very possible that all foreign assets may be seized and claims may be 

denied, leaving the investor with a total loss.  
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Exchange Rate 

When exchange rates fluctuate 

between the currency you hold in your 

foreign bond and the currency you use 

to pay your bills, it can turn a profit into 

a loss or vice versa. With a bond, in 

order to receive your investment back 

plus your return, you must wait for the 

maturity date. With a stock, you have 

the ability to buy and sell at will if you 

foresee an exchange rate that will end 

up costing you. Trying to speculate 

about currency exchange rates is just 

that – speculation. Even if you could 

determine the fact that the exchange 

rate is going to be detrimental to your 

return, when it comes to foreign bonds, 

there’s not much you can do about that 

except make an attempt to sell your 

bond at a loss of your original 

investment. 



Interest Rate 

Foreign bonds in emerging markets can have an 

above-average yield because of the high risk 

involved. Another benefit of this type of bond is 

their low sensitivity to fluctuations in developed-

market interest rates. This means that when stocks 

in a particular country respond negatively to a 

fluctuation in U.S. interest rates, the bonds that 

are held in that same country may have little 

reaction at all.  

Liquidity Risk 

 Liquidity risk results from the lack of marketability of an 

investment. If it can’t be bought or sold quickly enough, 

the investor will experience a loss. Because the foreign 

market is often not as efficient as the domestic market, 

foreign fixed income instruments such as bonds have a 

higher liquidity risk than domestic bonds. In spite of this 

risk, investors may want to consult their financial 

advisor in order to consider adding diversification to 

their portfolios through foreign bonds.     
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What should I do if I’m ready to invest internationally or globally? 

Three important steps: 

Read and understand before you invest  

Take the time to read, ask questions and make the effort to be fully informed. Investigating the 

most recent developments in the global landscape is a great way to begin. As you come across 

various news items, try to determine if any current events you’re reading about might have an 

effect on international investing.  

For instance, right now the European Union (EU) is taking austerity measures, which means 

implementing economic policies in order to reduce budget deficit, usually by curtailing government 

spending in different ways. Britain is attempting to eliminate its budget deficit, and even though its 

economy looks good at the moment, a rise in the tax rate or spending cuts may be required. 

Greece is undergoing much more serious repercussions across the board due to austerity measures 

there.  

Japan has recently implemented negative interest rates in an attempt to stabilize the economy. 

One result of this is that depositors actually have to pay to keep their money in the bank instead of 

receiving interest. The intention is to give banks the incentive to lend, while giving others the 

incentive to invest, spend and lend in hopes of jumpstarting the stagnant economy.  

Meanwhile, for the past four years, the U.S. dollar has been trending higher. In 2015, the dollar hit 

an 11 - year high against most major currencies, and is currently very strong and may even be 

gaining momentum.  

Of course these current developments will have an effect on some of your investment choices. 

Thinking through the “hows” and the “whys” is a great learning exercise, and it may help you to 

make connections that you might not have made previously. It is important to choose a financial 

advisor who stays current enough to be able to talk with you about global events and their 

potential effects on your portfolio. “We currently live in a new, interconnected global economy 

where information moves faster than ever,” explains William Rassman, CFP® at Centric Capital 

Advisors. “Be wary of advisors that are ‘stuck in their ways.’ Having an advisor that’s up-to-date 

with current market trends and technology should be at the top of every investor’s priority list.” 

Reading and understanding relevant information before you invest is one of the most important 

things to remember, and will give you confidence in the decisions you make. However, don’t fail to 

make a decision that could benefit you because you are worried or anxious that you might not have 

every last bit of knowledge in your possession.  In general, no one is able to acquire all the 

information or every single detail that might be pertinent to an investment.  

All in all, there’s a lot to consider when evaluating investment choices, especially international 

ones. Allow an experienced advisor to help you make these decisions, and don’t forget to enjoy the 

process and learn as you go.  
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Learn more about the International Monetary Fund 

If you are a beginning investor, and are already feeling overwhelmed by all the information coming at you, you 

may want to put this section on the shelf for just a little while. However, knowledge can be empowering, especially 

when it involves your own hard-earned money. The International Monetary Fund (IMF) is an international 

organization created for the purpose of standardizing global monetary relations and exchange rates. Formed in 

1945, the IMF generally monitors the global economy, and its core goal is to economically strengthen its member 

countries. 

The IMF has more often been a better predictor of growth and inflation than central banks, such as the Federal 

Reserve, commonly known as the Fed. In fact, the IMF was a better forecaster of U.S. economic growth than the 

Fed in seven of the last ten years. Although no one would recommend that investors base their decisions solely off 

of forecasts, this doesn’t mean that predictions should be completely dismissed. Paying attention to the IMF as 

well as the Fed can help any investor gain understanding about the global economy, which is especially important 

when it comes to investing globally. You’re already having conversations by now with a trusted financial advisor. If 

not, you should be. Supplementing those conversations with education is an advantageous strategy for anyone 

considering international investing. 

Consult a trusted financial advisor  

Motivated by the possibilities of growth and diversification, and armed with the knowledge of the risks and the 

options, take the time to sit down with your financial advisor to discuss whether global and international investing 

might be right for you. 

Dusty Farber, CES, the CEO and Founder of Centric Capital Advisors, leaves us with the following word of wisdom: 

“Most of us live surrounded by the evidence of a global economy. Our phones may be from China, televisions from 

Japan, clothes from India. While our lives may have gone global, we have noticed many investors have no 

international developed or emerging market stock investments. Along with proper asset allocation, this may be a 

missed opportunity.” 

Don’t let global and international investing be a missed opportunity for you.  
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