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Abstract 

The current research investigates the benefits an investor will have if he diversifies his portfolio 

internationally by attaining high expected return, minimizing costs and maintaining a balance 

between the risk and the return, the portfolio diversification process comprises of selecting the 

optimal combination of portfolio out of a group of portfolios for achieving a specific objective. 

The purpose of portfolio diversification is to maximize the expected return or minimize the 

financial risks or it can be a mixture of both. Qualitative research methodology has been used by 

the researcher for gaining significant facts related to the study from the secondary sources. The 

current research has discussed the major portfolio optimization theories such as Modern 

Portfolio Theory (MPT), Efficient Frontier, Post-Modern Portfolio Theory (PMPT), Post-Modern 

Portfolio Theory, Mean Absolute Deviation (MAD) Optimization, Feinstein-Thapa Modification, 

Mansini-Speranza Optimization and Beta Model. Modern Portfolio Theory has proved that 

diversification reduces the portfolio's risk and international diversification provides greater 

benefits of diversification and relies on various economic factors. 
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The present research will cover concepts related to portfolio diversification, reasons for portfolio 

diversification, methods used by the investors for achieving international portfolio 

diversification, constraints associated with portfolio diversification and advantages and 

limitations associated with international portfolio diversification by using qualitative research 

methodology and data analysis from data collected from Yahoo Finance for providing examples 

based on the secondary source of this research. The qualitative research methodology in this 

research involves secondary source of data collection. The secondary source includes review of 

journals, articles, books, magazines, newspapers, organizational reports, case studies and 

authentic websites related to portfolio diversification.  

 

The first chapter reviews the background of the study, objectives of the study and the research 

methodology that is used. 

 

The second chapter involves concepts related to Markowitz Diversification and Portfolio 

diversification, reasons for portfolio diversification, methods used by the investors for achieving 

international portfolio diversification, portfolio optimization theories, constraints associated 

with portfolio diversification and advantages and limitations associated with international 

portfolio diversification. In addition, we will mention about the Risk invoiced in investing 

Internationally, what is the Currency risk and finally, in that chapter, we will mention for the 

impact of currency in an internationally diversified portfolio 

 

The third chapter will discuss the research approach, data gathering methods, originality and 

limitations of the data, reliability and validity of the data, ethical issues related to the research 

and philosophical approach.  

 

The fourth chapter will comprise of the analysis of the data for the investigation of the benefits 

an investor will have if he diversifies his portfolio internationally that has been collected through 

literature review, cases of international portfolio diversification by multinational companies and 

then, the data from six companies with different currency and country origin.  
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The last chapter will include the overall conclusion of the research, suggestions for managing and 

improving portfolio diversification, future scope of the research and limitations of the research 

study. 
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If the slope of this line is equal to the difference of the expected return on market portfolio from 

risk-free return, divided by the difference of their risks, respectively (essentially of market 

portfolio risk, since the risk of stable investment is equal to zero). Thus, the market equilibrium 

is characterized by two numbers- keys: 

A. the constant term, which is the performance of the element risk free-asset and 

corresponds to the value of time and 

B. the slope of the slope, which reflects the value of the risk (market price of risk). 

 

 

 

The point where the efficient frontier curve (CML) intersects the market portfolio (market 

portfolio) which is the only portfolio on its optimal choice curve and the Sharpe ratio 

(performance per unit risk) has its highest value. As a market portfolio define the portfolio 

consisting of all market securities, weighted relative to market value. So, portfolio dominates all 

other portfolios below it, as all investors maximize their profitability by investing in this. In fact, 

any portfolio other than the market portfolio will is below the capital market line, although some 

portfolios will they are quite close. Consequently, and any other portfolio that consists from a 

single bond will be below this line, as it does not constitute an inefficient portfolio. 

 

 

 




































































