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Volatility*
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Abstract

This paper analyzes the effect of foreign ownership on price volatility for equities in 46
countries. Using the equity holdings data of internationally active institutional investors, I
find that there are positive relationship of foreign ownership and price volatility for
equities with high foreign turnovers, but the relationship is negative for equities with low
foreign turnovers. This paper contributes to the literature by overcoming the limitations of
previously used foreign ownership data, and by reconciling the inconsistency of the effects
of foreign investment on price volatility in existing literature.
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