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DEUTSCHEMARK DOMINANCE OF EMS CURRENCIES:
EVIDENCE FROM DAILY SPOT EXCHANGE RATES

Peggy E. Swanson University of Texas at Arlington
Parvez Ahmed The University of North Carolina at Charlotte

This study investigates the German dominance hypothesis from the perspective of foreign exchange rates
within the EMS. The findings indicate that the value of the German deutschemark affects the values of other EMS
currencies more than values of the other currencies affect the deutschemark. Bi-directional effects exist, however,
and the mark is not independent of the remaining EMS currencies. Further, the strength of the mark in determining
values of the other currencies appears to have strengthened since the German reunification.

UNHEDGED AND HEDGED EFFICIENT
GLOBAL PORTFOLIO DIVERSIFICATION

Gerald D. Newbould University of Nevada, Las Vegas

Percy S. Poon University of Nevada, Las Vegas
Richard L. Constand University of Hawaii at Manoa
Stephen F. Witt University of Wales, Swansea

The objective of this paper is to reexamine the widespread recommendation that a portfolio of relatively few
global stocks provides efficient diversification. This prescription which is quoted in textbooks and popular press is
generated from the pioneering research of Solnik on the diversification effects of global investing. This article first
reexamines the logical basis for this widespread prescription, and then, by analyzing stock returns in Japan, UK and
USA, this article reaches the conclusion that the minimum number of stocks in an efficiently diversified global
portfolio should be dramatically larger than is commonly prescribed - possibly as high as 100 stocks, depending
upon how close to average risk the individual investor desires to be.



ETHICAL BEHAVIOR AND STANDARDS
OF INVESTMENT PROFESSIONALS IN SINGAPORE

H. Kent Baker The American University
E. Theodore Veit Rollins College

This study reports the results of a survey about the ethical behavior of securities analysts and portfolio man-
agers in Singapore and compares the responses of investment professionals in Singapore and North America. The
evidence shows that most respondents from Singapore view investment professionals as “moderately ethical.” They
also believe that ethical standards among investment professionals in Singapore have improved during the past
decade and are likely to improve over the next ten years. Respondents also believe senior management plays a key
role in providing training and education for investment professionals. The most commonly reported ethical or legal
violations are trading based on inside information or communicating inside information. The most important deter-
rent to unethical or illegal behavior is concern about government sanctions. A comparison of the responses from
investment professionals in Singapore and North America shows many significant differences, which largely may be
explained by different cultural and regulatory environments.

GOING GLOBAL: THE CULTURAL DECISION

Donald L. Bates Indiana State University

This paper reports on the results of an investigation into the organizational cultures of U. S. based businesses
and their foreign operations. Its purpose is to examine whether the foreign units have the cultures of their host
country or the implanted cultures of their home base organizations. Five-hundred twenty five managers were inter-
viewed and ask to complete questionnaires regarding the organization’s climate in their part of the organization. The
data cast doubt on the cultural accommodation model and suggest that, under these limited circumstances, there is
support for the argument of a generic managerial culture that crosses international boundaries.



U.S. INTEREST RATES AND
PORTFOLIO INVESTMENTS IN LATIN AMERICA

Jiawen Yang The George Washington University

This paper analyzes the relationship between U.S. interest rates and porifolio investments in four Latin American
countries: Argentina, Brazil, Chile, and Mexico. The paper finds that U.S. interest rate fluctuations have a signifi-
cant negative impact on capital flows to these countries, including direct investment and other capital as well as
portfolio capital flows. Differences do exist across countries and they relate to country-specific macroeconomics
policies and financial reforms. The findings of this study have important implications for international monetary and
financial issues and macroeconomic policies in emerging markets.



