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This contains information about the general risks of Causeway’s investment 
strategies. As with any investment strategy, there can be no guarantee that a strategy 
will meet its goals or that the strategy’s performance will be positive for any period of 
time. The principal risks of Causeway’s strategies’ are listed below: 

 
 

1. Market and Selection Risk 
 
Market risk is the risk that markets will go down in value.   Global economies are 
increasingly interconnected, and political, economic and other conditions and events 
(including, but not limited to, war, conflicts, natural disasters, pandemics, epidemics, 
trading and tariff arrangements, inflation/deflation, and social unrest) in one country or 
region might adversely impact a different country or region.  Furthermore, the occurrence 
of severe weather or geological events, fires, floods, earthquakes, climate change or other 
natural or man-made disasters, outbreaks of disease, epidemics and pandemics, malicious 
acts, cyber-attacks or terrorist acts, among other events, could adversely impact the 
performance of client portfolios.  These events may result in, among other consequences, 
closing borders, exchange closures, health screenings, healthcare service delays, 
quarantines, cancellations, supply chain disruptions, lower consumer demand, market 
volatility and general uncertainty.  These events could adversely impact issuers, markets 
and economies over the short- and long-term, including in ways that cannot necessarily be 
foreseen. Clients could be negatively impacted if the value of a portfolio holding were 
harmed by political or economic conditions or events. Moreover, negative political and 
economic conditions and events could disrupt the processes necessary for the management 
of clients’ portfolios.    
 
For example, on January 31, 2020, the United Kingdom officially withdrew from the EU 
(such departure from the EU, (“Brexit”).  The actual and potential consequences of Brexit, 
and the associated uncertainty, have adversely affected, and for the foreseeable future may 
adversely affect, economic and market conditions in the United Kingdom, in the EU and its 
member states and elsewhere, and may also contribute to uncertainty and instability in 
global financial markets.  Brexit may, at any stage, adversely affect client investments.  
This may be due to, among other things: (i) increased uncertainty and volatility in United 
Kingdom, EU and other financial markets; (ii) fluctuations in asset values; (iii) fluctuations 
in exchange rates; (iv) increased illiquidity of investments located, listed or traded within 
the United Kingdom, the EU or elsewhere; (v) changes in the willingness or ability of 
financial and other counterparties to enter into transactions, or the price at which and terms 
on which they are prepared to transact; and/or (vi) changes in legal and regulatory regimes 
to which a client or certain of its assets are or become subject.  Furthermore, client 
portfolios could be adversely affected if one or more countries leave the euro currency.   
War, terrorism and related responses and events could cause substantial market volatility, 
disrupt food operations and adversely affect client portfolios.  In addition, armed conflict 
between Israel, Hamas, and other groups in the Middle East and related events could cause 
significant market disruptions and volatility.  These and other significant events could 
negatively affect performance.   
 
In addition, exchanges and securities markets may close early, close late or issue trading 
halts on specific securities, which may result in, among other things, an account being 
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unable to buy or sell certain securities or financial instruments at an advantageous time or 
accurately price its portfolio investments. 
 
Selection risk is the risk that the investments that a strategy’s portfolio managers select will 
underperform the market or strategies managed by other investment managers with similar 
investment objectives and investment strategies.  Causeway’s use of quantitative screens 
and techniques may be adversely affected if it relies on erroneous or outdated data.   
 

2. Management Risk 
 
Causeway’s opinion about the intrinsic worth of a company or security may be incorrect; 
Causeway may not make timely purchases or sales of securities or changes in exposures for 
clients; a client’s investment objective may not be achieved; or the market may continue to 
undervalue securities holdings or exposures, or overvalue short exposures.  In addition, 
Causeway may not be able to dispose of certain securities holdings or exposures in a timely 
manner.  Certain securities or other instruments in which an account seeks to invest may 
not be available in the quantities desired.  In addition, regulatory restrictions, policies, and 
procedures to manage actual or potential conflicts of interest, or other considerations may 
cause Causeway to restrict or prohibit participation in certain investments.   
 

3. Issuer-Specific Risk 
 
The value of an individual security or particular type of security can be more volatile than 
the market as a whole and can perform differently from the value of the market as a whole 
due to, for example: a reason directly related to the issuer; management performance; 
financial leverage; reduced demand for the issuer’s goods or services; the historical and 
prospective earnings of the issuer; or the value of the issuer’s assets.  In particular, 
concentrated strategies may hold a smaller number of holdings, subjecting accounts using 
these strategies to increased issuer risk, including the risk that the value of a security may 
decline. 
 

4. Value Stock Risk 
 
Value stocks are subject to the risks that their intrinsic value may never be realized by the 
market and that their prices may go down.  Causeway’s value discipline sometimes 
prevents or limits investments in stocks that are in a strategy’s benchmark index. 
 

5. Dividend-Paying Stock Risk   
 
Dividend-paying stocks may underperform non-dividend paying stocks (and the stock 
market as a whole) over any period of time.  The prices of dividend-paying stocks may 
decline as interest rates increase.  In addition, issuers of dividend-paying stocks typically 
have discretion to defer or stop paying dividends.  If the dividend-paying stocks held by an 
account reduce or stop paying dividends, the account’s ability to generate income may be 
adversely affected. 
 

6. Quantitative Analysis Risk 
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Data for emerging markets companies may be less available and/or less current than data 
for developed markets companies.  Causeway will use quantitative techniques to generate 
investment decisions and its analysis and stock selection can be adversely affected if it 
relies on erroneous or outdated data.  Any errors in Causeway’s quantitative methods may 
adversely affect performance.  In addition, securities selected using quantitative analysis 
can perform differently from the market as a whole as a result of the factors used in the 
analysis, the weight assigned to a stock-specific factor for a stock or the weight placed on 
each factor, and changes in a factor’s historical trends.  The factors used in quantitative 
analysis and the weights assigned to a stock-specific factor for a stock or the weight placed 
on each factor may not predict a security’s value, and the effectiveness of the factors can 
change over time.  These changes may not be reflected in the current quantitative model.   
 

7. Foreign and Emerging Markets Risk 
 
Foreign security investment involves special risks not present in U.S. investments that can 
increase the chances that an account will lose money.  For example, the value of an 
account’s securities may be affected by social, political and economic developments and 
U.S. and foreign laws relating to foreign investment.  Further, because accounts invest in 
securities denominated in foreign currencies, accounts’ securities may go down in value 
depending on foreign exchange rates.  Other risks include trading, settlement, custodial, and 
other operational risks; withholding or other taxes; and the less stringent investor protection 
and disclosure standards of some foreign markets.  All of these factors can make foreign 
securities less liquid, more volatile, and harder to value than U.S. securities.  These risks 
are higher for emerging markets and frontier market investments, which can be subject to 
greater social, economic, regulatory and political uncertainties.  These risks are also higher 
for investments in smaller and medium capitalization companies.  These risks, and other 
risks of investing in foreign securities, are explained further below. 
 
• The economies of some foreign markets often do not compare favorably with that of the 

U.S. with respect to such issues as growth of gross domestic product, reinvestment of 
capital, resources, and balance of payments positions. Certain foreign economies may 
rely heavily on particular industries or foreign capital.  For example, weakening of 
global demand for oil may negatively affect the economies of countries that rely on the 
energy industry.  They may be more vulnerable to adverse diplomatic developments, 
the imposition of economic sanctions against a country, changes in international trading 
patterns, trade barriers, tariffs, and other protectionist or retaliatory measures. 

 
• Governmental actions – such as the imposition of capital controls, nationalization of 

companies or industries, expropriation of assets or the imposition of punitive taxes – 
may adversely affect investments in foreign markets. 

 
• The governments of certain countries may prohibit or substantially restrict foreign 

investing in their capital markets or in certain industries, or may restrict the sale of 
certain holdings once purchased.  In addition, the U.S. government may restrict U.S. 
investors, including Causeway and its clients, from investing in certain foreign issuers.  
Any of these restrictions could severely affect security prices; impair an account’s 
ability to purchase or sell foreign securities or transfer its assets or income back to the 
U.S.; result in forced selling of securities or an inability to participate in an investment 
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Causeway otherwise believes is attractive; or otherwise adversely affect an account’s 
operations. 

 
• Other foreign market risks include foreign exchange controls, difficulties in pricing 

securities, defaults on foreign government securities, difficulties in enforcing favorable 
legal judgments in foreign courts, and political and social instability.  Legal remedies 
available to investors in certain foreign countries are less extensive than those available 
to investors in the U.S. or other foreign countries.  Many foreign governments supervise 
and regulate stock exchanges, brokers and the sale of securities less than the U.S. 
government does.  Foreign corporate governance may not be as robust as in more 
developed countries. As a result, protections for minority investors may not be strong, 
which could affect security prices. 

 
• Accounting standards in other countries are not necessarily the same as in the U.S.  If 

the accounting standards in another country do not require as much disclosure or detail 
as U.S. accounting standards, it may be harder for the portfolio managers to completely 
and accurately determine a company’s financial condition or find reliable and current 
data to process using quantitative techniques.  U.S. regulators may be unable to enforce 
a company’s regulatory obligations.   

 
• Because there are usually fewer investors on foreign exchanges and smaller numbers of 

shares traded each day, it may be difficult for an account to buy and sell securities on 
those exchanges.  In addition, prices of foreign securities may fluctuate more than 
prices of securities traded in the U.S. 

 
• Foreign markets may have different clearance and settlement procedures.  In certain 

markets, settlements may not keep pace with the volume of securities transactions.  If 
this occurs, settlement may be delayed and the assets in a client’s account may be 
uninvested and may not be earning returns.  An account also may miss investment 
opportunities or not be able to sell an investment because of these delays. 

 
• If permitted by a client, Causeway may (but is not obligated to) cause an account to 

enter into forward currency contracts or swaps to purchase and sell securities for the 
purpose of increasing or decreasing exposure to foreign currency fluctuations from one 
country to another, or from or to the Eurozone region, in the case of the Euro.  There 
can be no assurance that such instruments will be effective as hedges against currency 
fluctuations or as speculative investments.  Moreover, these currency contracts or swaps 
are derivatives (see “Derivatives Risk” below). 

 
• Changes in foreign currency exchange rates will affect the value of an account’s foreign 

holdings.  Further, companies in foreign countries may conduct business or issue debt 
denominated in currencies other than their domestic currencies, creating additional risk 
if there is any disruption, abrupt change in the currency markets, or illiquidity in the 
trading of such currencies. 

 
• The costs of foreign securities transactions tend to be higher than those of U.S. 

transactions. 
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• International trade barriers, tariffs, or economic sanctions against foreign countries may 
adversely affect an account’s foreign holdings. 

 
The performance of some of Causeway’s strategies, in particular the emerging markets and 
China equity strategies, may be affected by the social, political, and economic conditions 
within China.  After decades of unprecedented growth, China currently faces several 
headwinds, including a slowing economy, high municipal debt, slowing manufacturing and 
exports, high youth unemployment, a housing market downturn and deflation.  China’s 
securities markets have less regulation and are substantially smaller, less liquid and more 
volatile than the securities markets of more developed countries, and hence are more 
susceptible to manipulation, insider trading, and other market abuses.  As with all transition 
countries, China’s ability to develop and sustain a credible legal, regulatory, monetary and 
socioeconomic system could influence the course of outside investment.  China has yet to 
develop comprehensive securities, corporate, or commercial laws; its market is relatively 
new and undeveloped; and the rate of growth of its economy is slowing.  Government 
policies have recently contributed to economic growth and prosperity in China, but such 
policies could be altered or discontinued at any time, and without notice.  Changes in 
government policy and slower economic growth may restrict or adversely affect an 
account’s investments. The Chinese government has adopted an array of policies to 
stabilize the real estate market.  However, there is no guarantee that the Chinese 
government will continue to take action to support real estate or financial markets, or that 
any action taken by the government will be effective.  Such events, including government 
intervention, could have a significant adverse impact on the Chinese, regional and global 
markets and on an account’s holdings.  In addition, certain accounts may obtain exposure to 
the China A-Share market through participation notes, warrants or similar equity-linked 
notes, which are derivative instruments that can be volatile and involve special risks 
including counterparty risk, liquidity risk, and basis risk.  These instruments may be based 
on an index or exposures selected by Causeway.  Alternatively, certain accounts may 
directly invest in China A-Shares listed and traded on the Shanghai Stock Exchange or 
Shenzhen Stock Exchange through the Shanghai-Hong Kong or Shenzhen – Hong Kong 
Stock Connect links (“Stock Connect”). Trading through Stock Connect is subject to a 
number of risks including, among others, trading, clearance and settlement risks, currency 
exchange risks, political and economic instability, inflation, confiscatory taxation, 
nationalization, expropriation, Chinese securities market volatility, less reliable financial 
information, differences in accounting, auditing, and financial standards and requirements 
from those applicable to U.S. issuers, and uncertainty of implementation of existing law in 
the People’s Republic of China. Further developments are likely and there can be no 
assurance of Stock Connect’s continued existence or whether future developments 
regarding the program may restrict or adversely affect an account’s investments or returns.  
In addition, securities of certain Chinese issuers are, or may in the future become, 
restricted, and a client account may be forced to sell these restricted securities and incur a 
loss as a result. 
 
Certain accounts may gain exposure to certain operating companies in China through legal 
structures known as variable interest entities (“VIEs”). In China, ownership of companies 
in certain sectors by non-Chinese individuals and entities (including U.S. persons and 
entities) is prohibited. To facilitate indirect non-Chinese investment, many China-based 
operating companies have created VIE structures. In a VIE structure, a China-based 
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operating company establishes an entity outside of China that enters into service and other 
contracts with the China-based operating company. Shares of the entities established 
outside of China are often listed and traded on an exchange. Non-Chinese investors hold 
equity interests in the entities established outside of China rather than directly in the China-
based operating companies. This arrangement allows investors to obtain economic 
exposure to the China-based operating company through contractual means rather than 
through formal equity ownership. An investment in a VIE structure subjects certain 
accounts to the risks associated with the underlying China-based operating company. In 
addition, certain accounts may be exposed to certain associated risks, including the risks 
that: the Chinese government could subject the China-based operating company to 
penalties, revocation of business and operating licenses or forfeiture of ownership interests; 
the Chinese government may outlaw the VIE structure, which could cause an uncertain 
negative impact to existing investors in the VIE structure; if the contracts underlying the 
VIE structure are not honored by the China-based operating company or if there is 
otherwise a dispute, the contracts may not be enforced by Chinese courts; and shareholders 
of the China-based operating company may leverage the VIE structure to their benefit and 
to the detriment of the investors in the VIE structure. If any of these actions were to occur, 
the market value of investments in VIEs would likely fall, causing investment losses, which 
could be substantial. 

 
On March 31, 2023, the “Trial Administrative Measures of Overseas Securities Offering 
and Listing by Domestic Companies” (the “Trial Measures”) by the CSRC came into effect.  
The Trial Measures requires Chinese companies that pursue listings outside of China, 
including those that do so using the VIE structure, to make a filing with the CSRC.  
Although the Trial Measures acknowledge the VIE structure, they are not an endorsement, 
nor is there a guarantee the CSRC will not set out more stringent requirements that interfere 
with the operation of VIE structures by listed Chinese companies. 
 
There is also the potential of increased tariffs and restrictions on trade between the U.S. and 
the PRC. An increase in tariffs or trade restrictions, or even the threat of such 
developments, could lead to a significant reduction in international trade, which could have 
a negative impact on PRC companies and a commensurately negative impact on client 
portfolios. In addition, the U.S. and other nations and international organizations may 
impose economic sanctions or take other actions that may adversely affect issuers located 
in certain countries, including China. 
 
The PCAOB historical has been restricted from inspecting the audit work and practices of 
accountants in the PRC.  On August 26, 2022, the PCAOB entered into an agreement with 
the China Securities Regulatory Commission and the Ministry of Finance of the PRC that 
permits the PCAOB to inspect accountants headquartered in mainland China and Hong 
Kong.  Notwithstanding the PCAOB’s ability to inspect such accountants, there continues 
to be the risk that audits performed by accountants in mainland China and Hong Kong may 
continue to be less reliable than those performed by other firms subject to PCAOB 
inspection, and that material accounting and financial information about PRC issuers may 
be unavailable or unreliable. 
 

8. Small and Medium Capitalization Companies Risk 
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Some of Causeway’s strategies, and in particular the international small cap, global small 
cap, and emerging markets strategies, may invest in smaller and medium capitalization 
issuers.   The values of securities of smaller and medium capitalization companies, which 
may be less well-known companies, can be more sensitive to, and react differently to, 
company, political, market, and economic developments than the market as a whole and 
other types of securities. Smaller and medium capitalization companies can have more 
limited product lines, markets, growth prospects, depth of management, and financial 
resources, and these companies may have shorter operating histories and less access to 
financing, creating additional risk. Smaller and medium capitalization companies in 
countries with less-liquid currencies may have difficulties in financing and conducting their 
business.  Further, smaller and medium capitalization companies may be particularly 
affected by interest rate increases, as they may find it more difficult to borrow money to 
continue or expand operations, or may have difficulty in repaying any loans that have 
floating rates. Because of these and other risks, securities of smaller and medium 
capitalization companies tend to be more volatile and less liquid than securities of larger 
capitalization companies. During some periods, securities of smaller and medium 
capitalization companies, as asset classes, have underperformed the securities of larger 
capitalization companies. 
 


	1. Market and Selection Risk
	2. Management Risk
	3. Issuer-Specific Risk
	4. Value Stock Risk
	5. Dividend-Paying Stock Risk
	Dividend-paying stocks may underperform non-dividend paying stocks (and the stock market as a whole) over any period of time.  The prices of dividend-paying stocks may decline as interest rates increase.  In addition, issuers of dividend-paying stocks...
	6. Quantitative Analysis Risk
	7. Foreign and Emerging Markets Risk
	8. Small and Medium Capitalization Companies Risk

