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What happened to the value of my 
international fund? The occasionally 
unfair feeling of fair-value pricing.  
 

 

 

 

 

 “Fair-value pricing” is a process by which mutual fund managers estimate the value of a security within a 

fund if a current price is not readily available. 

 These adjustments can cause a noticeable difference in the value of international mutual funds versus their 

respective benchmarks. 

 While the difference can be disconcerting, fair-value pricing was instituted by the Securities and Exchange 

Commission in an effort to protect investors by using the best available information to reflect portfolio 

values. 

 

Investors holding international funds are occasionally surprised to see an unexpected decrease in the value of 
their investments versus an assigned benchmark index. When they dig deeper and research the underlying 
reason behind the decline, they may be informed that the discrepancy is the result of a “fair value pricing 
adjustment.” 

What is fair-value pricing? 

Fair-value pricing is process by which mutual fund managers estimate the value of a security within a fund if a 
current price is not readily available. For example, current prices may be unavailable for a variety of reasons, 
including: 

• A halt to trading— a securities exchange can prohibit trading in a given security 

• A suspension—the Securities and Exchange Commission (SEC) can prohibit a given security from trading 
for up to 10 days 

• Delisting—when a given security is removed from trading on an exchange   

• Market closure—foreign markets are closed during a portion of the U.S. trading day 

Market closure may be the greatest source of interest for U.S. investors that possess an allocation to 
international markets within their mutual fund portfolios. When U.S.-domiciled mutual funds hold non-U.S. 
securities, the period of time between when a non-U.S. security is priced in the local market and when the 
fund is valued at the close of the day in the U.S. creates a need for fair-value pricing. 

For example, let’s consider a scenario in which the price of a UK security trading on the London Stock Exchange 
(LSE) remains unchanged for the day (no gain or loss). The LSE closes at 4:00 PM GMT or 11:00 AM EST. If the 
U.S. market witnesses a substantial price decline between 11:00 AM and 4:00 PM EST, fair value pricing would 
result in price modification in the value of the security held in the U.S. mutual fund based on its estimated 
value, given the magnitude of the changes in U.S. market valuations. 

Investors comparing the performance of their accounts against benchmark indexes may be given the impression 
that their portfolios underperformed the index due to this fair value adjustment. The next day, when the 
markets cycle repeats, the security prices will be reevaluated, and if U.S. markets do not trigger a requirement 
for a fair value, prices will reflect the actual valuations instead of the fair valuation estimate. 

When you notice 

Fair value adjustments may occur any or every day, but investors tend to overlook its occurrence when the 
adjustments increase share prices, the changes are small or they occur in the middle of a week or month. 
Investors notice the discrepancy frequently when adjustments are large and occur in conjunction with a 
recurring reporting period such as month-end, quarter-end or year-end. 

Looking back to our example, if it took place on December 31, 2021, the fund would have appeared to have an 
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unexplained performance difference versus its benchmark index for the year. On January 1, 2022 the 
perception can reverse itself (if no fair-value price adjustment is needed on that day). Unfortunately, every 
time investors look at year-end performance versus the benchmark, they will still see the discrepancy that 
resulted when prices were calculated on December 31. And that lasts forever. Every subsequent performance 
calculation for periods starting December, 31 2021 will be lower—even a decade later when calculating the 10 
year performance ending December 31, 2031. 

What’s so fair about fair value? 

Fair-value pricing was instituted by the Securities and Exchange Commission in an effort to protect investors by 
using the best available information to reflect portfolio values. It discourages investors from seeking short-term 
profits by making trades based on opening closing share prices in securities markets in different time zones. 
While unexpected fair-value adjustments to the value of an investor’s portfolio may cause alarm and confusion, 
the practice is a crucial and necessary component of accurately pricing an international mutual fund’s 
underlying shares.  

 

Disclosures 

This material represents an assessment of the market environment at a specific point in time and is not 
intended to be a forecast of future events or a guarantee of future results.  
Statements that are not factual in nature, including opinions, projections and estimates, assume certain 
economic conditions and industry developments and constitute only current opinions that are subject to change 
without notice.  Nothing herein is intended to be a forecast of future events, or a guarantee of future results.   
 
There are risks involved with investing, including loss of principal. The value of an investment and any income 
from it can go down as well as up. Investors may get back less than the original amount invested. Returns may 
increase or decrease as a result of currency fluctuations. Past performance is not a reliable indicator of future 
results. Investment may not be suitable for everyone. 
 
This material is not directed to any persons where (by reason of that person's nationality, residence or 
otherwise) the publication or availability of this material is prohibited. Persons in respect of whom such 
prohibitions apply must not rely on this information in any respect whatsoever. 
 
The information contained herein is for general and educational information purposes only and is not intended 
to constitute legal, tax, accounting, securities, research or investment advice regarding the strategies or any 
security in particular, nor an opinion regarding the appropriateness of any investment. This information should 
not be construed as a recommendation to purchase or sell a security, derivative or futures contract. You should 
not act or rely on the information contained herein without obtaining specific legal, tax, accounting and 
investment advice from an investment professional. 
 
Information in the U.S. is provided by SEI Investments Management Corporation (SIMC), a wholly owned 
subsidiary of SEI Investments Company (SEI). 


