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Abstract:

The objective of this article is to explain the home bias phenomenon in international asset holdings from an
investigation of intraday jumps and cojumps. We hypothesize that global investors will overweigh domestic assets
if the benefit from the international diversification is negatively affected by a high level of synchronization and
transmission of intraday jumps across markets. Using intraday index-based data for equity traded funds, we
provide evidence of significant systematic jump risks in international markets that drive investors to reduce the
proportion of foreign assets in their diversified portfolios. Considering the composition of the optimal portfolio in
the sense of mean-variance and mean-CVaR approaches, we provide evidence of a negative correlation between
the demand of foreign assets and the number of cojumps between domestic and foreign assets.
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