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ABSTRACT

The dramatic increase in gross stock of foreign assets and liability has revived interest in the portfolio
balance theory of international investment. Evidence on the validity of this theory has always been
scarce and inconclusive. The current paper derives testable empirical implications from microeconomic
foundations, which we confront with a new comprehensive data set on the stock allocations of approximately
6,500 international equity funds domiciled in four different currency areas. The disaggregated data
structure allows us to examine whether foreign exchange and equity risk measures trigger the predicted
rebalancing behavior at the fund and stock level. The data provide strong support for portfolio rebalancing
behavior aimed at reducing both exchange rate and equity risk exposure.
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Table 1: Geographic Holding Correlation with IMF Data

For funds domiciled in the United States (US), Canada (CA), the United Kingdom (UK) and the Euro area (EU) we correlate the end of the year aggregate asset holdings in each of 97 investment destination countries with the corresponding asset holdings
reported in ‘Coordinated Portfolio Investment Survey’ of the IMF.

Country of Fund Registration Correlations
Year 2001 Year 2002

US 0.94 0.94
CA 0.99 0.99
UK 0.95 0.97
EU 0.81 0.73
Average 0.92 0.91



Table 2: Summary Statistics on Fund Holdings

For funds domiciled in the United States (US), Canada (CA), the United Kingdom (UK) and the Euro area (EU) we report by half-year (Panel A) and by investment destination (Panel B) the number of funds, their total number of stock positions, and
the corresponding asset value (in $billion).

Panel A: Summary Statistics by Semester

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile US CA UK EU Pooled
Half-year Funds Positions Value Funds Positions Value Funds Positions Value Funds Positions Value Funds Positions Value

1998/1 955 199, 113 2, 436 144 17, 195 57 135 20, 153 147 348 31, 201 162 1, 582 267, 662 2, 803
1998/2 943 199, 101 2, 377 163 17, 506 56 137 17, 750 117 426 35, 709 205 1, 669 270, 066 2, 755
1999/1 962 212, 884 2, 360 179 19, 596 65 147 21, 414 184 663 62, 177 267 1, 951 316, 071 2, 876
1999/2 1, 028 231, 287 2, 533 191 21, 197 69 188 28, 999 179 950 89, 843 348 2, 357 371, 326 3, 130
2000/1 1, 140 271, 970 2, 588 188 23, 831 66 201 34, 790 168 1, 084 105, 281 390 2, 613 435, 872 3, 212
2000/2 1, 288 310, 916 2, 383 202 25, 431 65 209 35, 193 148 1, 085 101, 203 331 2, 784 472, 743 2, 927
2001/1 1, 212 327, 133 1, 897 191 25, 654 51 235 44, 160 104 1, 091 106, 511 165 2, 729 503, 458 2, 217
2001/2 1, 328 349, 364 1, 731 191 27, 137 48 269 48, 261 91 1, 532 148, 140 190 3, 320 572, 902 2, 060
2002/1 1, 422 390, 849 1, 658 232 28, 712 56 322 53, 821 108 1, 782 175, 611 205 3, 758 648, 993 2, 028
2002/2 1, 276 318, 963 1, 180 244 24, 537 52 368 63, 366 94 1, 784 177, 159 182 3, 672 584, 025 1, 509

Total 11, 554 2, 811, 580 21, 143 1, 925 230, 796 586 2, 211 367, 907 1, 341 10, 745 1, 032, 835 2, 447 26, 435 4, 443, 118 25, 517

Panel B: Summary Statistics by Investment Destination

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile. US CA UK EU Pooled
Investment destination Funds Positions Value Funds Positions Value Funds Positions Value Funds Positions Value Funds Positions Value

US 11, 554 2, 373, 630 17, 612 1, 924 109, 805 124 1, 745 81, 543 205 7, 273 217, 955 343 22, 496 2, 782, 933 18, 284
CA 10, 764 54, 082 330 1, 925 86, 046 409 1, 209 5, 039 20 3, 972 9, 114 9 17, 870 154, 281 768
UK 9, 290 72, 029 488 1, 096 6, 648 7 2, 211 88, 511 243 10, 408 138, 512 230 23, 005 305, 700 968
EU 11, 031 122, 584 907 1, 233 11, 801 14 2, 205 81, 351 323 10, 745 463, 940 974 25, 214 679, 676 2, 217
Other OECD 8, 203 114, 773 1, 394 1, 051 11, 560 26 2, 115 77, 951 491 10, 617 169, 880 859 21, 986 374, 164 2, 770
Off-shore 9, 089 20, 166 106 922 1, 576 1 1, 669 9, 199 19 3, 010 8, 228 7 14, 690 39, 169 133
Emerg. Mkts 10, 149 54, 316 306 1, 167 3, 360 3 1, 820 24, 313 40 3, 731 25, 206 26 16, 867 107, 195 375

Total 70, 080 2, 811, 580 21, 143 9, 318 230, 796 586 12, 974 367, 907 1, 341 49, 756 1, 032, 835 2, 447 142, 128 4, 443, 118 25, 517
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Table 3: Summary statistics on regression variables

For each of the 4 fund domiciles (US, CA, UK, EU) we report summary statistics on all regresssion variables. The rebalancing statistices RBf
j,t = 100× (w

f
j,t − bwf

j,t) for fund j in semester t states the aggregate weight change of the foreign investment

share relative to the weight of a passive holding strategy. The term rfj,t − rhj,t denotes the excess return performance of the foreign portfolio share over the domestic share. Portfolio risk changes ∆Risk(wj,t, bwj,t) characterize the portfolio risk difference
between the observed weights wj,t and weights bwj,t of a passive holding strategy. The change in the marginal risk contribution of stock i to the portfolio risk of fund j due to rebalancing from weights bwj,t to wj,t is denoted by ∆MRisk(i, wj,t, bwj,t). In
each case we distinguish the foreign exchange risk component of the total portfolio risk by a superscript Fx. For all regression variables the 1 percent highest and lowest values are discarded.

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund Reg. US CA UK EU Pooled
Variable Obs. Mean S.D. Obs. Mean S.D. Obs. Mean S.D. Obs. Mean S.D. Obs. Mean S.D.

Total Assets (USD millions) 11, 554 1, 830 8, 224 1, 925 304 502 2, 211 607 2, 744 10, 745 228 837 26, 435 965 5, 576
Home Assets (USD millions) 11, 554 1, 524 6, 727 1, 925 213 386 2, 211 110 338 10, 745 91 303 26, 435 728 4, 509
Foreign Assets (USD millions) 11, 554 306 2, 271 1, 925 92 157 2, 211 497 2, 546 10, 745 137 619 26, 435 237 1, 723
Home Asset Share wh

j,t 11, 554 0.765 0.275 1, 925 0.667 0.238 2, 211 0.254 0.238 10, 745 0.464 0.232 26, 435 0.592 0.306

Foreign Asset Share wf
j,t 11, 554 0.235 0.275 1, 925 0.333 0.238 2, 211 0.746 0.238 10, 745 0.536 0.232 26, 435 0.407 0.306

RBf
j,t = 100×

³
wf
j,t − bwf

j,t

´
11, 554 −0.420 6.091 1, 925 0.331 6.972 2, 211 −0.654 5.453 10, 745 0.883 10.093 26, 435 0.145 8.004h

rfj,t − rhj,t

i
11, 554 −0.022 0.176 1, 925 −0.021 0.191 2, 211 −0.012 0.148 10, 745 0.002 0.142 26, 435 −0.011 0.162h

rfj,t − rhj,t
i
× 1∆r≥0 11, 554 0.055 0.098 1, 925 0.060 0.122 2, 211 0.048 0.088 10, 745 0.054 0.083 26, 435 0.054 0.094h

rfj,t − rhj,t
i
× 1∆r≤0 11, 554 −0.078 0.113 1, 925 −0.080 0.109 2, 211 −0.060 0.092 10, 745 −0.052 0.088 26, 435 −0.066 0.102h

rfj,t−1 − rhj,t−1
i

10, 562 −0.034 0.223 1, 759 −0.037 0.228 1, 822 −0.024 0.185 8, 883 0.000 0.169 23, 026 −0.020 0.202

∆Risk(wj,t, bwj,t) 9, 462 −0.045 0.321 1, 609 −0.042 0.219 1, 468 −0.034 0.300 7, 286 −0.029 0.298 19, 821 −0.038 0.302
∆RiskFx(wj,t, bwj,t) 9, 462 0.001 0.021 1, 609 0.000 0.018 1, 468 0.002 0.063 7, 286 −0.001 0.084 19, 821 0.000 0.049
∆Risk( bwj,t, wj,t−1) 9, 462 −0.022 0.225 1, 609 0.016 0.156 1, 468 0.003 0.105 7, 286 0.005 0.109 19, 821 −0.006 0.168
∆RiskFx( bwj,t, wj,t−1) 9, 462 −0.000 0.007 1, 609 0.001 0.007 1, 468 −0.002 0.020 7, 286 0.001 0.024 19, 821 0.000 0.015

∆MRisk(i, wj,t, bwj,t) 3, 767, 383 −0.005 0.150 310, 063 −0.004 0.121 408, 072 0.007 0.141 1, 070, 933 0.005 0.168 5, 556, 447 −0.002 0.151
∆MRiskFx(i, wj,t, bwj,t) 3, 767, 383 0.000 0.010 310, 063 −0.000 0.015 408, 072 0.001 0.035 1, 070, 933 −0.001 0.045 5, 556, 447 0.000 0.020
∆MRisk(i, bwj,t, wj,t−1) 3, 767, 383 −0.031 0.124 310, 063 −0.013 0.082 408, 072 −0.001 0.038 1, 070, 933 −0.002 0.051 5, 556, 447 −0.021 0.102
∆MRiskFx(i, bwj,t, wj,t−1) 3, 767, 383 −0.000 0.003 310, 063 0.000 0.005 408, 072 −0.000 0.010 1, 070, 933 0.001 0.012 5, 556, 447 0.000 0.006
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Table 4: Rebalancing of the Foreign Portfolio Share

The portfolio rebalancing statistics RBj,t = 100× (wf
jt − bwf

jt) of fund j in semester t is defined as the observed foreign portfolio share wf
jt at the end of a semester minus the implied foreign portfolio share bwf

jt under passive asset holding strategy over the

same semester. We regress RBj,t on the excess return rfj,t−k − rhj,t−k of the foreign over the home component of the portfolio and also its decomposition into positive and negative excess returns using dummy variables for positive (1∆r≥0) and negative
(1∆r≤0) excess returns, respectively. Separate regressions results are reported for funds registered in the United States (US), Canada (CA), the United Kingdom (UK).and the Euro currency area (EU). Our sample spans each semester between 1998 and
2002. We also include fixed time effects (unreported) for each half-year. The IV regression used the foreign portfolio share of each fund in t− 1 interacted with fixed time effects as instruments. Robust standard errors are stated below the coefficients. We
mark significance on a 5 percent level (∗) and a 1 percent level (∗∗).

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) (17) (18) (19) (20)
Fund domicile US CA UK EU Pooled
Regression type OLS OLS OLS IV OLS OLS OLS IV OLS OLS OLS IV OLS OLS OLS IV OLS OLS OLS IVh
rfj,t − rhj,t

i
−3.63∗∗ −12.25∗∗ −9.54∗∗ −8.11∗∗ −3.74∗∗ 1.15 −6.04∗∗ −1.92 −4.94∗∗ −11.10∗∗

(0.31) (1.53) (0.97) (1.86) (0.96) (6.28) (0.87) (6.19) (0.32) (1.34)h
rfj,t − rhj,t

i
× 1∆r≥0 −5.29∗∗ −11.47∗∗ −1.72 −10.66∗∗ −6.79∗∗

(0.66) (1.83) (1.55) (1.51) (1.3)h
rfj,t − rhj,t

i
× 1∆r≤0 −2.31∗∗ −7.73∗∗ −5.72∗∗ −1.74 −3.37∗∗

(0.53) (1.57) (1.79) (1.49) (1.1)h
rfj,t−1 − rhj,t−1

i
−2.43∗∗ −4.00∗∗ −2.42∗∗ −2.81∗∗ −2.62∗∗

(0.28) (0.86) (0.84) (0.76) (0.28)
Constant −0.46∗∗ −0.28∗∗ −0.57∗∗ −1.27∗∗ 0.11 0.36 0.26 0.38 −0.70∗∗ −0.90∗∗ −0.68∗∗ −0.27 0.87∗∗ 1.30∗∗ 0.79∗∗ 0.88 0.07 0.26∗∗ 0.01 −0.91

(0.05) (0.08) (0.05) (0.19) (0.14) (0.22) (0.15) (0.51) (0.10) (0.16) (0.11) (0.42) (0.08) (0.14) (0.09) (1.21) (0.04) (0.07) (0.04) (0.71)

Fixed time effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Obs. 11, 102 11, 102 10, 149 10, 149 1, 850 1, 850 1, 692 1, 692 2, 126 2, 126 1, 757 1, 757 10, 321 10, 321 8, 539 8, 539 25, 388 25, 388 22, 136 22, 136
Adjusted R2 0.025 0.025 0.018 0.000 0.084 0.085 0.054 0.089 0.038 0.038 0.042 0.036 0.046 0.047 0.044 0.047 0.045 0.045 0.040 0.030
F-statistic first stage 111.58 43.03 28.14 153.53 77.46
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Table 5: Portfolio Risk Rebalancing

The risk rebalancing measure ∆Risk(wj,t, bwj,t) for fund j in semester t is regressed on the risk change ∆Risk( bwj,t, wj,t−1) between weights bwj,t implied by a passive holding strategy and the risk of the the original weights wj,t−1 observed at the end of
semester t − 1. We undertake separate regressions for funds domiciled in the United States (US), Canada (CA), the United Kingdom (UK) and the Euro currency area (EU), respectively. The IV regression uses time fixed effects interacted with fund
domicile dummies as instruments. Panel A reports the risk rebalancing regression for the total equity risk ∆Risk measured in local currency of the fund domicile and Panel B reports risk rebalancing regression for the exchange rate component ∆RiskFx

of the portfolio risk. The unbalanced panel includes fund data for 10 semesters over the period 1998 to 2002. All regressions include fixed effects for each half-year and report standard errors which allow for clustering of the error structure on the fund
level. Robust standard errors are stated below the coefficients. We mark significance on a 5 percent level (∗) and a 1 percent level (∗∗).

Panel A: Equity Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile US CA UK EU Pooled
Regression type OLS OLS IV OLS OLS IV OLS OLS IV OLS OLS IV OLS OLS IV

∆Risk(bwj,t, wj,t−1) −0.17∗∗ −0.20∗∗ −0.31∗∗ −0.39∗∗ −0.36∗∗ −0.28∗∗ −0.07 −0.05 0.06 −0.44∗∗ −0.43∗∗ −0.26 −0.24∗∗ −0.25∗∗ −0.29∗∗
(0.03) (0.02) (0.03) (0.07) (0.06) (0.08) (0.14) (0.14) (0.27) (0.05) (0.05) (0.16) (0.02) (0.02) (0.03)

Fixed time effects Yes No No Yes No No Yes No No Yes No No Yes No No
Obs. 9, 323 9, 323 9, 323 1, 583 1, 583 1, 583 1, 452 1, 452 1, 452 7, 181 7, 181 7, 181 19, 520 19, 520 19, 520
Funds 2, 614 2, 614 2, 614 349 349 349 552 552 552 2, 963 2, 963 2, 963 6, 485 6, 485 6, 485
Adjusted R2 0.046 0.020 0.014 0.092 0.070 0.066 0.027 0.000 0.000 0.033 0.027 0.021 0.038 0.020 0.019
F-statistic first stage 264.94 62.27 16.18 46.82 107.63

Panel B: FX Portfolio Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile. US CA UK EU Pooled
Regression type OLS OLS IV OLS OLS IV OLS OLS IV OLS OLS IV OLS OLS IV

∆RiskFx( bwj,t, wj,t−1) −0.34∗∗ −0.35∗∗ −0.47 −0.27∗∗ −0.27∗∗ −0.41 −0.45∗∗ −0.48∗∗ −0.64 −0.21∗ −0.21∗∗ −0.36 −0.23∗∗ −0.24∗∗ −0.35
(0.10) (0.10) (0.30) (0.10) (0.10) (0.30) (0.17) (0.17) (0.38) (0.09) (0.08) (0.53) (0.06) (0.06) (0.24)

Fixed time effects Yes No No Yes No No Yes No No Yes No No Yes No No
Obs. 9, 347 9, 347 9, 347 1, 587 1, 587 1, 587 1, 450 1, 450 1, 450 7, 164 7, 164 7, 164 19, 531 19, 531 19, 531
Funds 2, 599 2, 599 2, 599 350 350 350 551 551 551 2, 946 2, 946 2, 946 6, 421 6, 421 6, 421
Adjusted R2 0.028 0.013 0.011 0.024 0.014 0.011 0.037 0.024 0.021 0.008 0.004 0.002 0.013 0.005 0.004
F-statistic first stage 30.45 12.29 33.49 17.08 25.34

35



Table 6: Portfolio Risk Rebalancing by Fund Size

Similar to Table 5, the risk rebalancing measure ∆Risk(wj,t, bwj,t) for fund j in semester t is regressed on the risk change ∆Risk( bwj,t, wj,t−1) between weights bwj,t implied by a passive holding strategy and the risk of the the original weights wj,t−1 observed
at the end of semester t− 1. We undertake separate regressions for funds domiciled in the United States (US), Canada (CA), the United Kingdom (UK) and the Euro currency area (EU), respectively. Funds are grouped in the small or large group based
on a fund capitalization below or above the 50 percent quantile in a given semester. Panel A reports the risk rebalancing regression for the total equity risk ∆Risk measured in local currency of the fund domicile and Panel B reports risk rebalancing
regressions for the exchange rate component ∆RiskFx of the portfolio risk. The unbalanced panel includes fund data for 10 semesters over the period 1998 to 2002. All regressions include fixed effects for each half-year and report standard errors which
allow for clustering of the error structure on the fund level. Robust standard errors are stated below the coefficients. We mark significance on a 5 percent level (∗) and a 1 percent level (∗∗).

Panel A: Equity Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile. US CA UK EU Pooled
Fund size Small Large All Small Large All Small Large All Small Large All Small Large All

∆Risk(bwj,t, wj,t−1) −0.20∗∗ −0.15∗∗ −0.17∗∗ −0.41∗∗ −0.38∗∗ −0.39∗∗ 0.05 −0.19 −0.07 −0.45∗∗ −0.44∗∗ −0.44∗∗ −0.28∗∗ −0.22∗∗ −0.24∗∗
(0.04) (0.04) (0.03) (0.10) (0.09) (0.07) (0.19) (0.20) (0.14) (0.07) (0.07) (0.05) (0.03) (0.03) (0.02)

Fixed time effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Obs. 4, 407 4, 916 9, 323 797 786 1, 583 722 730 1, 452 3, 646 3, 535 7, 181 9, 172 10, 348 19, 520
Funds 1, 608 1, 267 2, 614 230 176 349 331 271 552 1, 747 1, 424 2, 963 3, 904 3, 183 6, 485
Adjusted R2 0.044 0.051 0.046 0.093 0.099 0.092 0.026 0.041 0.027 0.033 0.036 0.033 0.036 0.045 0.038

Panel B: FX Portfolio Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15)
Fund domicile. US CA UK EU Pooled
Fund size Small Large All Small Large All Small Large All Small Large All Small Large All

∆RiskFx( bwj,t, wj,t−1) −0.40∗∗ −0.26 −0.34∗∗ −0.24 −0.28∗ −0.27∗∗ −0.33 −0.56∗ −0.45∗∗ −0.25∗ −0.14 −0.21∗ −0.26∗∗ −0.16∗ −0.23∗∗
(0.14) (0.13) (0.10) (0.16) (0.13) (0.10) (0.24) (0.24) (0.17) (0.11) (0.13) (0.09) (0.08) (0.08) (0.06)

Fixed time effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Obs. 4, 436 4, 911 9, 347 800 787 1, 587 724 726 1, 450 3, 622 3, 542 7, 164 9, 103 10, 428 19, 531
Funds 1, 609 1, 258 2, 599 230 176 350 330 270 551 1, 735 1, 421 2, 946 3, 852 3, 175 6, 421
R2 0.022 0.022 0.028 0.017 0.042 0.024 0.023 0.27 0.037 0.011 0.008 0.008 0.018 0.015 0.013
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Table 7: Marginal Stock Risk Rebalancing Conditional on Marginal RiskDirection and Portfolio Risk Direction

For each stock i held by each fund j the marginal risk change ∆MRisk(i, wj,t, bwj,t) in stock i due to rebalancing is regressed on the marginal risk change under a passive holding strategy denoted by ∆MRisk(i, bwj,t, wj,t−1). The latter is interacted with a
set of dummy variables for the sign of the passive marginal risk change ∆MRisk in stock i and the passive portfolio risk change ∆Risk of fund j. Panel A reports regressions for the the total marginal risk changes in the currency of the fund domicile and
Panel B reports the corresponding regressions on for the FX component of the marginal risk, where the covariance matrix is replaced by a covariance matrix capturing only the FX risk. Formally the dependent variables are defined as

∆MRisk(i, wj,t, bwj,t) = (bΩj,t−1)i•( bwj,t+1 −wj,t)
T

∆MRiskFx(i, wj,t, bwj,t) = (bΩj,t−1)Fxi• ( bwj,t+1 −wj,t)
T

where (bΩj,t)i• represents the i-th row of the covariance matrix of stocks held by fund j. A marginal risk increase in stock i is marked by a dummy 1∆MRisk≥0 and a marginal risk decrease by the dummy 1∆MRisk<0. These dummies are interacted with a
second conditioning dummy 1∆Risk≥0 denoting a passive portfolio risk increase in portfolio j or a dummy 1∆Risk<0 denoting a passive portfolio risk decrease. Panel A reports regressions for the the total marginal risk changes measured in the currency of
the fund domicile and Panel B reports the corresponding regressions for the FX component of the marginal risk. All regressions include fixed effects for each half-year and report standard errors which allow for clustering of the error structure on the fund
level. Robust standard errors are stated below the coefficients. We mark significance on a 5 percent level (∗) and a 1 percent level(∗∗).

Panel A: Marginal Stock Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Fund Reg. US CA UK EU Pooled
Symmetry Imposed? No Yes No Yes No Yes No Yes No Yes

∆MRisk(i, bwj,t, wj,t−1)× 1∆MRisk≥0 × 1∆Risk≥0 −1.01∗∗ −0.92∗∗ −1.00∗∗ −1.30∗∗ −1.05∗∗
(0.03) (0.06) (0.17) (0.05) (0.03)

∆MRisk(i, bwj,t, wj,t−1)× 1∆MRisk<0 × 1∆Risk≥0 0.39∗∗ 0.28∗∗ 0.65∗∗ 0.79∗∗ 0.41∗∗

(0.06) (0.04) (0.17) (0.05) (0.02)
∆MRisk(i, bwj,t, wj,t−1)× 1∆MRisk≥0 × 1∆Risk<0 0.50∗∗ 0.20∗∗ 0.69∗∗ 0.81∗∗ 0.55∗∗

(0.04) (0.07) (0.14) (0.05) (0.03)
∆MRisk(i, bwj,t, wj,t−1)× 1∆MRisk<0 × 1∆Risk<0 −0.48∗∗ −0.44∗∗ −1.13∗∗ −1.03∗∗ −0.52∗∗

(0.02) (0.06) (0.10) (0.04) (0.02)
∆MRisk(i, bwj,t, wj,t−1)× sign(∆MRisk)× sign(∆Risk) −0.46∗∗ −0.41∗∗ −0.88∗∗ −0.99∗∗ −0.51∗∗

(0.01) (0.04) (0.06) (0.02) (0.01)

Fixed time effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Obs. 3, 709, 512 3, 709, 512 305, 444 305, 444 402, 145 402, 145 1, 054, 530 1, 054, 530 5, 470, 427 5, 470, 427
Funds 2, 637 2, 637 349 349 548 548 2, 964 2, 964 6, 498 6, 498
R2 0.197 0.181 0.103 0.085 0.061 0.057 0.095 0.092 0.151 0.138

Panel B: Marginal FX Risk Rebalancing

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Fund Reg. US CA UK EU Pooled
Symmetry Imposed No Yes No Yes No Yes No Yes No Yes

∆MRiskFx(i, bwj,t, wj,t−1)× 1∆MRisk≥0 × 1∆Risk≥0 −0.48∗∗ −0.77∗∗ −1.61∗∗ −1.91∗∗ −1.37∗∗
(0.07) (0.17) (0.17) (0.09) (0.05)

∆MRiskFx(i, bwj,t, wj,t−1)× 1∆MRisk<0 × 1∆Risk≥0 0.32∗∗ 0.30∗ 1.07∗∗ 1.53∗∗ 0.98∗∗

(0.08) (0.14) (0.16) (0.08) (0.06)
∆MRiskFx(i, bwj,t, wj,t−1)× 1∆MRisk≥0 × 1∆Risk<0 0.73∗∗ 0.48∗∗ 0.83∗∗ 1.54∗∗ 1.08∗∗

(0.06) (0.12) (0.14) (0.07) (0.04)
∆MRiskFx(i, bwj,t, wj,t−1)× 1∆MRisk<0 × 1∆Risk<0 −1.02∗∗ −1.25∗∗ −1.40∗∗ −1.64∗∗ −1.34∗∗

(0.08) (0.12) (0.12) (0.06) (0.05)
∆MRiskFx(i, bwj,t, wj,t−1)× sign(∆MRiskFx)× sign(∆RiskFx) −0.67∗∗ −0.71∗∗ −1.24∗∗ −1.67∗∗ −1.20∗∗

(0.03) (0.07) (0.07) (0.04) (0.03)

Fixed time effects Yes Yes Yes Yes Yes Yes Yes Yes Yes Yes
Obs. 3, 721, 244 3, 721, 244 306, 147 306, 147 402, 167 402, 167 1, 053, 575 1, 053, 575 5, 479, 996 5, 479, 996
Funds 2, 637 2, 637 349 349 548 548 2, 964 2, 964 6, 498 6, 498
R2 0.051 0.045 0.086 0.072 0.143 0.137 0.200 0.198 0.125 0.123
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