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Changing Risk Exposures of Cross-listed Firms and Market

Integration

Karen K. Lewis
Wharton School, University of Pennsylvania and NBER®

This paper was previously circulated under the title “Do Foreign Firm Betas Change During Cross-
Listing?” and “Are the Gains from Foreign Diversification Diminishing? Assessing the Impact with Cross-
listed Stocks.” | thank participants at a number of seminars for useful feedback and comments. | am
especially grateful to Choong Tze Chua, Vihang Errunza, Robert Hodrick, Andrew Karolyi, Sandy Lai, and
Sergei Sarkissian for suggestions and to Xiang Fang for excellent research assistance. | acknowledge
funding from the National Science Foundation and the Wharton-Singapore Management University

Research Center with thanks. Any errors or ommissions are my own responsibility.
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Research Highlights

o Risk exposures of cross-listed companies tend to increase in their host markets

. This standard finding depends upon stable home and U.S. markets correlation

o | test for whether the increase is risk-exposures is due to market integration

o Most of the companies’ breaks arise from changes in their home market betas

. The others tend to have breaks significantly after cross-listing

. These results challenge the standard interpretations of changing firm risk exposures
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