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Forord fran Corporate Governance Forum

I 25 4r har Corporate Governance Forum (CGF) verkat for att for-
medla kunskap och bidra till utveckling och debatt inom bolagsstyr-
ning och bolagsfinansiering. CGF grundades ar 1993 i kolvattnet
av den statliga Agarutredningen. Redan fran start kunde CGF dir-
med kombinera praktiska erfarenheter och akademisk insikt med
tillforlitlig empirisk kunskap om dgarstrukturen i svenskt niringsliv.
Minga - for att inte siga merparten — av de drygt etthundra CGF-
seminarier som hallits under drens lopp har pa olika sitt syftat till
att belysa dessa strukturer och deras effekter pi bolagsstyrningen.

Den svenska aktiemarknaden har vuxit frin drygt 200 bolag for
25 dr sedan till idag nistan goo bolag, och det utlindska dgandet
har under samma period 6kat frin knappt 20 till drygt 40 procent
av borsvirdet - ofta genom komplexa kedjor av intermediirer. I takt
med aktiemarknadernas tillvixt och globalisering har det blivit allt
viktigare att kiinna till hur dgarstrukturen ser ut i andra linder. Vik-
ten av sidan kunskap i bolagsstyrningsdebatten kan bland annat
illustreras genom den missuppfattning som under en ling tid radde
om att spritt 4gande var den globala normen. Slutsatsen av denna
verklighetsbeskrivning var att de olika bolagsstyrningsmodellerna
skulle komma att konvergera i en anglo-amerikansk riktning. Verk-
ligheten har emellertid visat sig var den motsatta.

Det var darfor sirskilt glidjande att i Corporate Governance
Forums regi den 2 september 2019 kunna halla ett seminarium med
titeln ”Ownership of Listed Companies around the World — en ny OECD
rapport”, dir Alejandra Medina presenterade de preliminira slutsat-
serna i OECD:s kartliggning av dgarstrukturerna i virldens 10 coo
storsta borsbolag, med ett sammanlagt virde av 75 ooo miljarder
dollar. Presentationen vickte ett mycket stort intresse bland delta-
garna.

Den kartliggning som forfattarna genomfort av dgandet i bolag
i 54 linder runtom i virlden och med ett sammanlagt virde mot-
svarande 9o procent av virldens alla borsbolag, dr unik. Rapporten



Forord fran Corporate Governance Forum

innehaller ovirderlig fakta och presenterar en analys av de faktiska
dgarstrukturerna i virldens borsbolag samt de trender som for nir-
varande omformar bolagsstyrningslandskapet. Bland annat pavisas
omfattningen av dgarkoncentration, institutionalisering och offent-
ligt d4gande. Vi dr dirfor 6vertygade om att slutrapporten, som vi
nu publicerar i Corporate Governance Forums skriftserie, kommer
att fa stor betydelse for bolagsstyrningsdebatten savil i Sverige som
internationellt under lang tid framéver.

Rolf Skog Mats Isaksson



Foreword

Informed policy making with respect to corporate governance poli-
cies and regulations requires reliable and up-to-date information
about corporate ownership structures. The distribution of owner-
ship among different categories of owners is of particular interest, as
is the ownership concentration in individual companies. This report
provides a detailed picture of the ownership structure of listed com-
panies worldwide with a combined market capitalisation of USD 75
trillion.
The report presents:

« a global overview of ownership of publicly listed companies by
different categories of investors and cross-border ownership

o the degree of ownership concentration at the company level

« the increasing role of institutional investors in global equity mar-
kets

« the importance of public sector ownership in publicly listed com-
panies

The report builds on a unique dataset of firm-level ownership infor-
mation of almost 10 coo companies representing 9o% of the global
market capitalisation. The dataset covers 54 markets and is com-
piled from several financial databases and publicly available com-
pany sources. A set of selected indicators and a description of data
sources as well as the methodology for data collection and classifica-
tion are provided in the Annex.

The report is part of the OECD Capital Market
Series, which informs policy discussions on how
capital markets can serve their important role to
channel financial resources from households to
productive investments in the real economy.

This report has been developed by Alejandra Medina, Econo-
mist; Adriana De La Cruz, Policy Analyst; and Yung Tang, Policy
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The authors are grateful to Mats Isaksson and Serdar Celik, both
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thank the delegates of the OECD Corporate Governance Commit-
tee and Hans Christiansen, Ronald J. Gilson, Jeffrey Gordon, Kai Li,
Ulrich Seibert and Rolf Skog for valuable comments. The authors
would also like to thank the Swedish Corporate Governance Forum
of the Karl-Adam Bonnier Foundation for hosting a seminar to dis-
cuss an earlier version of this report.



Table of Contents

Forord frin Corporate Governance Forum ...........c.cooveeeninennenen.

FOTEWOIL ..ottt ettt e et e et eeseeesertesstessaesesaeseaeesenenns

Owners of the World’s Listed Companies ............ccceceeuvuerererennenene
Adriana De La Cruz, Alejandra Medina and Yung Tang

EXECUTIVE SUMMARY ..cooiiiiiinieieneneeeeeeneneeeeereeeenee

PART I. GLOBAL CORPORATE OWNERSHIP

OVERVIEW ittt
1.1 Ownership structure by investor category .......c.coceeueuee.
1.2 Internationalisation of equity markets .....c.cccocccevevururucnenee

PART II. OWNERSHIP CONCENTRATION AT
THE COMPANY LEVEL ..cccocivviininiiiiiniiiiicinicrcicnenee

PART III. INSTITUTIONAL OWNERSHIP IN
LISTED FIRMS ..ottt ettt se s saeessaee s
3.1 The role of institutional investors in monitoring

COTPOrate PErfOrMANCE ..vveeeeeerreeerereneeeeseseseeeeeeeseeaens
3.2 Domestic and non-domestic institutional

OWINETSHIP ceveviiiicieic s
3.3 Institutional ownership concentration at

the company level .....c.ccoviiinnicirccccee
3.4 Ownership across industries .........oceeeevererreeereneneeeene

PART IV. PUBLIC SECTOR OWNERSHIP ..........ccccceueuee.

A.1 Description of sample construction and coverage ............
A.2 Description of categories Of OWNETS .....cceeverveeruererreereenens






Owners of the World's Listed Companies

Adriana De La Cruz, Alejandra Medina and Yung Tang

EXECUTIVE SUMMARY

At the end of 2017, there were approximately 41 ooo listed com-
panies in the world. Their combined market value was about USD
84 trillion, which is equivalent to the global GDP. Who owns these
companies and how they perform their role as shareholders is there-
fore of economy-wide importance. It will affect not only the amount
of risk capital that is made available to independent entrepreneurs
who can challenge the status quo by developing new technologies
and products. It will also affect how the performance of existing
corporations is scrutinised and how decisions about their future
direction are made.

By using firm-level ownership information from the 10 ooo
largest listed companies, that together make up 9o% of the global
market capitalisation, this report provides unique data about who
their owners are and how they own. The findings provide an empir-
ical starting point for understanding how important features in cor-
porate ownership may impact key policy priorities such as produc-
tivity growth and business sector dynamics.

At least three major concerns stand out: First, is the influence
on sharcholder scrutiny and small growth company listings that
come with increasing institutional ownership. Today, institutional
investors hold 41% of global market capitalisation and in advanced
economies they have also become significant owners in individual
companies. When large institutional investors mainly practice pas-
sive index-based investing, it may be quite rational that they pay
little attention to risks and opportunities in individual companies.
As a consequence, insufficient resources may be spent on one of the
capital markets’ key functions, namely to scrutinise individual cor-
porate performance and provide new independent companies with
capital that help them grow.
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Second, is the direct and indirect political influence on publicly
traded companies that may follow from the significant amount of
public sector ownership. Today 14% of global stock market capital-
isation is held by the public sector. Either through direct govern-
ment ownership or through sovereign wealth funds, public pension
funds and state-owned enterprises. In almost 10% of the world’s
largest listed companies, does the public sector hold more than 50%
of the shares. With public sector ownership at this level, it will be
important to consider how political priorities directly and indirectly
influence corporate decisions as well as their economic effects on
ultimate beneficiaries such as tax-payers and pensioners.

Last but not least, is the widespread concentration of ownership
in individual companies. In half of the world’s listed companies,
the three largest shareholders hold more than 50% of the capital.
This may obviously have the positive corporate governance effect
of overcoming the so-called agency problem that is said to be faced
by shareholders in companies with dispersed ownership. But it may
also increase the scope for abusing the rights of other shareholders
and, if not properly regulated, jeopardise market confidence.

The picture of worldwide corporate ownership presented in this
report and the fact that diverse corporate governance regimes con-
tinue to co-exist, suggest that the discussion about national corpo-
rate governance policies should increasingly consider the ultimate
long-term effects on productivity and business dynamics, as well
as its impact on alternative funding sources such as private capital
markets. After all, the effectiveness with which a country’s capital
market serves its key functions of providing the real economy with
risk capital and the vigilance with which it scrutinises its use in indi-
vidual companies are critical for a country’s long-term competitive-
ness.

Some key findings:

« Four main categories of investors dominate the ownership of
today’s publicly listed companies. These are institutional inves-
tors, public sector owners, private corporations and strategic
individual investors.

« The largest category is institutional investors holding 41% of the
global market capitalisation. These are mainly profit-maximising

12
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intermediaries that invest on behalf of their ultimate beneficia-
ries. The most important ones are mutual funds, pension funds
and insurance companies. US-domiciled institutional investors
account for 65% of global institutional investor holdings.
Institutional investors dominate the ownership of listed compa-
nies in the United States, the United Kingdom and Canada, both
at the aggregate level and at the company level. In these markets,
the average combined holdings held by a company’s 10 largest
institutional investors add up to more than 29% of the compa-
ny’s equity capital. In the United States, the average combined
ownership held by a company’s 10 largest institutional investors
is 43%.

The second largest category of owner is the public sector, which
holds 14% of the global market capitalisation at a total value of
USD 10 trillion. Central and local governments are the largest
public sector owners accounting for §6% of public sector own-
ership in listed companies, followed by sovereign wealth funds
(SWFs), public pension funds and state-owned enterprises
(SOEs). The public sector in the People’s Republic of China
(China) accounts for 57% of the total public sector investments
in global equity markets.

More than 8% of the world’s listed companies have public sector
ownership that exceeds 50% of the equity capital. Beyond China,
the public sector is an important owner of listed companies in
stock markets such as Saudi Arabia, Malaysia and Norway where
they hold between 34% and 46% of the total market capitalisa-
tion.

The two other main categories of owners worldwide are private
corporations, including holding companies, and strategic indi-
viduals, including family members. Together, these two catego-
ries of owners hold 18% of the world’s market capitalisation.
Private corporations and holding companies are prominent own-
ers in several countries, including Chile, the Philippines and Tur-
key where they own 55%, 48% and 40% respectively of the equity
capital in listed companies.

Ownership concentration at the company level is commonly
observed across markets. In half of the world’s publicly listed
companies do the three largest shareholders hold 50% of the cap-
ital and in three-quarters of the companies do the three largest

13
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owners hold more than 30% of the capital. In most markets, pri-
vate corporations or strategic individuals appear as the largest
shareholders in individual companies.

« Cross-border investments account for almost one-quarter of the
investments in public equity markets in the world. Almost 75% of
the cross-border investments in public equity markets are held by
investors domiciled in the United States and Europe. At the same
time, these two markets also receive 60% of global cross-border
investments in public equity.

. Foreign investors own more than 40% of the capital in listed
companies in the Netherlands, the United Kingdom, Brazil and
Argentina. However, in the world’s two largest public equity
markets, the United States and China, foreign ownership in
publicly listed companies is relatively low compared to domestic
holdings.

PART |. GLOBAL CORPORATE
OWNERSHIP OVERVIEW

At the end of 2017, there were approximately 41 ooo listed non-fi-
nancial and financial companies worldwide. This report presents the
ownership structure for the 10 ooo largest of these companies from
54 markets that together represent 9o% of global market capitalisa-
tion. The dataset includes 77 456 unique investors and 1.4 million
company-investor links. The ownership structure in each market is
constructed based on records of owners for each company, which
include portfolio investors as well as controlling and strategic inves-
tors.

Table 1 provides a comparison between the 10 ooo largest listed
companies covered by this report and all 41 ooo listed companies
in the world in terms of market capitalisation, number of compa-
nies and average company size by region. Asia dominates in terms
of the total number of listed companies. In fact, 57% of the listed
companies have selected an Asian stock exchange and together these
companies account for 37% of the global market capitalisation. The
United States, on the other hand, is the largest single market in
terms of market capitalisation with 36% of the global market cap-
italisation, but only 10% of the number of listed companies. This
is due to the considerably larger market capitalisation of US listed
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companies. On average, the market capitalisation of a company
listed in the United States is almost four times larger than a com-
pany listed in Europe and three times in China. Despite a marked
decline in the number of listed companies during the last two dec-
ades, the United States still has the largest listed companies in terms
of market capitalisation in the world, as 46 of the largest 100 listed
companies are listed in the US market.

The information about total market capitalisation and the number
of listed companies for each market included in the analysis is shown
in Table 2. For each of the 54 markets, the table also shows the por-
tion of market capitalisation that is covered by this report. For
many of the largest markets it is enough to include around 15% of
the listed companies in order to cover over 85% of the total market
capitalisation. The exception, among the largest markets, is China
where the company size is more evenly distributed and 42% of listed
companies have to be included in order to cover 89% of market cap-
italisation. For the remaining markets, half of listed companies typ-
ically have to be included to cover 85% of market capitalisation.
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1.1 Ownership structure by investor category

Investors in public equity differ from each other with respect to
their commercial business models, which in turn affect their incen-
tives and ownership strategies. These differences have a profound
influence on how they allocate their capital among listed compa-
nies, how they monitor the performance of their investee companies

16
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and how they participate in the decision-making process of investee
companies by carrying out their ownership functions. As a conse-
quence, and as a foundation for further analysis, this report classifies
owners into five different categories of investors. It should be noted,
however, that also within these main categories of owners, signif-
icant differences may exist with respect to the owner’s ability and
economic incentives to actually exercise their ownership functions.

« Private corporations and holding companies (hereafter “Private
corporations”) include listed and unlisted private companies,
their subsidiaries, joint ventures and operating divisions.

« Public sector includes direct ownership by central governments,
local governments, public pension funds, state-owned enter-
prises (SOEs) and sovereign wealth funds (SWFs).

« Strategic individuals and families (hereafter “Strategic individ-
uals”) refer to physical persons that are either controlling owners
or members of a controlling family or block-holders and family
offices.

- Institutional investors refer to pension funds, insurance compa-
nies, mutual funds and hedge funds. Institutional investors” hold-
ings are recorded according to their domicile country, which can
be different than the domicile country of the beneficial owner.

« Other free-float including retail investors (hereafter “Other free-
float”) refers to the shares in the hands of investors that are not
required to disclose their holdings. It includes the direct holdings
of retail investors who are not required to disclose their owner-
ship and institutional investors that do not exceed the required
thresholds for public disclosure of their holdings.

At the end of 2017, the combined holdings of all categories of
investors in the world’s 10 ooo largest publicly listed companies
amounted to almost USD 75 trillion. Panel A of Figure 1 shows the
distribution of the USD 75 trillion among the five investor catego-
ries for advanced and emerging market economies. To complement
the investors’ holding information, Panel B shows the country and
regional distribution of the global equity market capitalisation.
Institutional investors are by far the single largest category of
investors accounting for more than USD 30 trillion invested in pub-
lic equity markets. This is three times the amount invested by public
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sector owners and six times the value of investments by strategic
individuals. Within the institutional investors category, investors
from the United States, the United Kingdom and Japan represent
65%, 11% and 4% of the global institutional equity holdings, respec-
tively. The public sector, the second largest category, owns USD 10
trillion in public equity markets. Here, China accounts for 57% of
the total public sector ownership in global equity markets with an
amount of USD 5.8 trillion. The “other free-float” category in Fig-
ure 1 mainly includes direct retail investments and holdings by insti-
tutional investors that are below disclosure thresholds.

Panel B shows that worldwide, 78% of the money invested in
public equity markets is held by investors from advanced economies
and 22% by investors from emerging markets. The United States,
which traditionally has been the world’s largest public equity mar-
ket, accounted for 34% of the global market capitalisation in 2017.
As a result of the strong growth in the use of public equity markets
in Asia over the last decade, the region as a whole today represents
38% of the global market capitalisation. Stock markets in China and
Hong Kong (China) accounted for half of the region’s share followed
by Japan with 20%. The total share of Latin American markets in
terms of global market capitalisation was less than 2%, which is well
below the region’s share in global GDP.

18
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The presence and importance of different categories of investors
vary across regions (Table 3). As mentioned above, institutional
investors is the largest category of investors globally holding 41% of
public equity or the equivalent to USD 31 trillion invested in public
equity markets. This overall dominance is largely due to their sig-
nificant presence in advanced markets, notably the United States.
The presence of institutional investors in emerging markets is less
significant with 7% of total holdings. The public sector, which is the
second largest category of investor in listed companies worldwide is
a significant owner in many Asian markets, particularly in China,
while it has quite limited holdings in the United States. Private cor-
porations and holding companies account for 11% of the global pub-
lic equity markets, and strategic individuals and families account for
7%. Despite their relatively low presence at the global level, they are
important investors in Emerging Asia and Latin America.

The relative importance and presence of different investor catego-
ries also vary greatly across individual markets. Figure 2 presents
the ownership distribution by investor category based on their total
USD value holdings in each market. The figure shows that private
corporations and holding companies are prominent owners in sev-
eral markets, such as Chile, the Philippines and Turkey where they
own 55%, 48% and 40% respectively of the equity capital in listed
companies. Strategic individuals and family members own 34% of
the total equity capital in listed companies in Mexico. They are also
important investors in Israel and Thailand where they hold 16% of
the publicly listed equity capital. The public sector is an important
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owner in China, Saudi Arabia, Malaysia, Hong Kong (China) and
Norway holding between 34% and 46% of the total equity capital
of listed companies. In the United States, the United Kingdom and
Canada institutional investors show a strong presence holding 72%,
63% and 47% of the listed equity, respectively.

The information with respect to investor categories presented in
this report is constructed by using individual firm-level owner-
ship data. The distribution of ownership between different catego-
ries of investors may also be illustrated by using national financial
accounts data released by central banks or statistical offices. How-
ever, that approach has important limitations. First, for most coun-
tries, the information is not available for publicly listed companies
separately. Countries also use different inclusion criteria regarding
shares reported in the national financial accounts. Notably, since
exchange-traded funds (ETFs), closed-end funds can be included,
the calculations may lead to double counting problems. Second, and
more importantly, national financial accounts data typically do not
identify foreign owners with respect to their category (e.g. private
companies, institutional investors). As a result of the rapid interna-
tionalisation of equity markets, this makes it increasingly difficult to
track the relative importance of different categories of investors by
using national account data. For example, according to the national
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statistics in the United Kingdom, foreign ownership increased from
4% to 54% of all public equity between 1980 and 2017, but there is
limited data regarding which categories of investors are behind the
general category “foreign ownership”, which now holds more than
half of the UK listed stocks. By using firm-level ownership informa-
tion on the other hand, it is possible to conclude that the increase in
foreign ownership is driven by institutional investors.

Using firm-level data also has its limitations. As seen in Figure 2,
a portion of the ownership, “other free-float, including retail inves-
tors” is not reported with respect to the category of investor. This
is mainly because in many economies, investors are not required
to disclose their equity holdings if their holdings are below certain
thresholds. An important portion of this “other free-float including
retail investors” is associated with small retail ownership. However,
it may also include institutional investors who are not required to
disclose their full ownership in most jurisdictions due to their over-
all size or the limited size of their stakes. Despite this limitation, it
was possible to identify more than two-thirds of the total ownership
in most markets by using firm-level data and identify the categories
of owners. In the United Kingdom for example, using company level
data makes it possible to identify the category of owner for 78% of
the total ownership while national account data allows only 46% of
total ownership to be identified with respect to the category of the
owner.

1.2 Internationalisation of equity markets

In recent decades, most advanced markets have seen a significant
increase in ownership by foreign investors. In Figure 3, this develop-
ment is illustrated for Japan, the United Kingdom and the United
States. In Japan, foreign ownership increased from 3% to 30% of all
public equity between 1980 and 2017. In the United Kingdom for-
eign ownership increased from 4% to 54% and in the United States
it tripled from 5% to 15%.

' Source: The Statistical Bulletin (2017), Office for National Statistics, the United
Kingdom.
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In order to analyse the importance of foreign ownership in listed
companies worldwide, Figures 4 and 5 below use the firm-level
ownership dataset developed for this report. On average, at least
30% of public equity investments within markets come from foreign
investors. As shown in Figure 4, in countries like the Netherlands,
the United Kingdom, Brazil and Pakistan, non-domestic investors
account for more than 40% of equity ownership. For countries like
China and the United States, non-domestic ownership is relatively
low. The significant level of non-domestic ownership observed in
Hong Kong (China) is mainly explained by the fact that many Chi-
nese companies are listed in Hong Kong (China) but owned by
investors from Mainland China.
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Institutional investors that typically use diversified portfolio
investment strategies and track indices engage more frequently
in cross-border investments. In fact, in half of the markets they
account for more than 50% of all non-domestic ownership (Figure
5; Annex Table A.5.). In addition, private corporations and hold-
ing companies are also important cross-border investors and in, for
example, Chile, Indonesia, Poland, Saudi Arabia and Singapore they
are the largest category of non-domestic owners. In aggregate, the
two other categories, the public sector and strategic investors, in
general play a relatively limited role in cross-border public equity
investments.

Using the same firm-level ownership data as in Figure 5, Figure
6 displays a graphic overview of cross-market ownership in listed
companies based on the origin of the investors and the listing domi-
cile of the company. The investments between China and Hong
Kong (China) are not included in this analysis. The figure shows
that, in 2017, US listed companies were the world’s largest recipients
of cross-border equity investments with an outstanding amount of
USD 4 trillion. As the second largest recipient of cross-border equity
investments, Continental Europe has an outstanding amount of
USD 3.9 trillion of foreign ownership.

Today, many large institutional investors use equity market in-
dices when they allocate their investments among listed companies.
Given the US listed companies’ large share of global equity indices,
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such as the MSCI World Index, it is not surprising to see that US
companies are the largest recipients of cross-market portfolio in-
vestments. Despite the United States being the largest recipient of
all cross-market investments, the significant size of the US domestic
investors means that the share of non-domestic investment in the
market is still small compared to other advanced markets (Figure 4).

From the investor’s perspective, investors domiciled in the
United States are the largest owners of companies listed abroad and
account for almost one-third of total cross-market equity invest-
ments globally. In terms of markets, Japan and the United Kingdom
are the most common destinations for US investments, receiving
together more than USD 1.7 trillion. Continental European in-
vestors ranked second worldwide with respect to the size of their
cross-market equity holdings amounting to USD 4 trillion and in-
vestors domiciled in the United Kingdom ranked third with USD
2.7 trillion of cross-border equity holdings. In the United Kingdom,
89% of these cross-border equity investments were held by insti-
tutional investors, compared to 53% for Continental Europe. It is
important to note that around one-third of the total cross-border
investments in Europe are between investors and companies from
European countries.

The rapid growth of Asian stock markets and the increased share of
the equity held by foreign institutional investors have contributed to
the internationalisation of public equity markets. Asia, as a region,
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ranked second in terms of public equity capital held by non-domes-
tic investors with an amount of USD 5 trillion.> Japanese listed com-
panies alone received USD 1.4 trillion, of which the lion’s share is
held by US-domiciled investors. Listed companies in Hong Kong
(China) are the second largest recipients of non-domestic invest-
ments in Asia with USD 1.2 trillion. This is largely due to the fact
that foreign investors had been historically restricted from directly
investing in listed companies in Mainland Chinese markets and a
large number of these investors choose to invest in mainland com-
panies listed in Hong Kong (China) (OECD, 2018a). However, the
introduction of Stock Connect between Hong Kong, Shanghai and
Shenzhen Stock Exchanges in 2014 and 2016 aiming at allowing
international and Mainland Chinese investors to access each oth-
er’s markets has also started to channel non-domestic equity invest-
ments into the mainland markets.

PART II. OWNERSHIP CONCENTRATION AT
THE COMPANY LEVEL

Part I looks at the distribution of ownership among different cat-
egories of owners and developments with respect to cross-border
investments in listed firms. This part, documents developments
with respect to ownership concentration and control at the com-
pany level.

Traditionally, the analysis of ownership structure and the
related corporate governance challenges at the company level
relies on the concepts of dispersed versus concentrated ownership
(Berle and Means, 1932; Fama and Jensen, 1983; La Porta et al.,
1999; Becht et al., 2002). One set of challenges relates to the situa-
tion when companies are widely held by many small investors, who
individually do not have the incentives to carry the cost of actively
exercising their ownership functions. The ownership structure is
assumed to generate the so-called principal-agent problem between
the manager and shareholders who have limited capacity and abil-
ity to monitor the manager, except through performance-related
incentive schemes and reliance on the market for corporate control.

> This number excludes the investments from Mainland China to Hong Kong

(China).
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Under the assumption of concentrated ownership and the presence
of controlling owners, the governance challenge is not primarily
assumed to be between shareholders and managers. The conflict is
rather between the non-controlling shareholders and the controlling
shareholder who is expected to extract various types of private bene-
fits, for example through abusive related party transactions.

Today, these two concepts are not sufficient to describe the diver-
sity of existing ownership structures. Not only have cross-border
investments and new business models for intermediary ownership
grown in importance, the ownership structure in markets that usu-
ally have been classified as having dispersed ownership structures
has also evolved. Seen at a global level, fully dispersed ownership is
today a rather rare phenomenon. As seen in Figure 7, almost 85%
of the world’s largest listed companies have a single shareholder
holding more than 10% of the company’s capital. The three largest
shareholders hold more than 30% of the capital in three-fourths of
all listed companies and above 50% of the capital in half of the listed
companies worldwide. In only 1% of the listed companies world-
wide, do the three largest shareholders hold less than 10% of the
company’s equity capital.

Figure 8 shows the share of companies in each national market
where the single largest and the 3 largest shareholder(s) own more
than 50% of the company’s equity capital. In half of the markets
shown in the figure, at least 40% of all listed companies have a single
owner holding more than 50% of the equity capital. In Argentina,
Russia and Indonesia, more than 70% of the companies have a single
shareholder holding more than half of the equity capital.

26



Owners of the World’s Listed Companies

Figure 9 takes a closer look at ownership concentration at the com-
pany level in each market by showing the average combined hold-
ings of the 3 largest and 20 largest shareholders. The data reveals
that in 24 of the 35 jurisdictions, the 3 largest shareholders hold on
average more than 50% of the company’s equity capital. The mar-
kets with the least ownership concentration, measured as the com-
bined holdings of the 3 largest shareholders, are the United States,
the United Kingdom, Canada and Japan, where the 3 largest share-
holders on average still hold a significant combined share, ranging
between 25% and 30% of the company’s capital. Moreover, in all
of these jurisdictions the 20 largest shareholders, on average, hold
between 50% and 60% of the company’s capital. Consequently,
while the degree of ownership concentration at the company level
still differs between markets and companies, no jurisdiction system-
ically features the kind of atomistic dispersed ownership structure
that still influences much of the corporate governance debate.
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With respect to the category of the single largest owner, in most
markets it is typically a private corporation or a strategic individ-
ual. Figure 10 shows that in 18 out of the 35 markets, over 40% of
the companies have a private corporation as the largest shareholder,
which in many cases may indicate the presence of company group
structures. In particular, private corporations often appear as the
largest owner in the Philippines, Sri Lanka and Chile where over
70% of the listed companies have a private corporation as the largest
shareholder. In Mexico, Greece and China over 45% of the listed
corporations have strategic individuals and family members as the
largest shareholder. Institutional investors dominate as the largest
sharcholder only in the United States, the United Kingdom, Canada
and the Netherlands.
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PART III. INSTITUTIONAL OWNERSHIP IN
LISTED FIRMS

In recent decades, the role of institutional investors in public equity
markets has increased significantly. This development has been
driven by several factors. One reason has been the transition of pen-
sion systems from pay-as-you-go to funded pension plans, leading to
growth of both privately and publicly managed pension funds. As a
result, pension fund assets have reached significant size, accounting
for 50.7% of the GDP in the OECD area as a whole in 2017 and in
some countries their assets exceed GDP.3 In addition, it has become
increasingly popular for investors to hold a diversified portfolio that
can enhance risk-adjusted returns. As a result, the trend has been to
pool assets and invest at a large scale to benefit from diversification.
Technology has also facilitated the pooling of household savings and
the introduction of new investment vehicles that follow the same
diversification principle.

Figure 11 provides an overview of the trend in total assets under
management (AUM) by different types of institutional investors
and their growth rates. Panel A provides an overview of the AUM
by pension funds and insurance corporations in OECD countries.
It shows that their combined assets have more than doubled from
USD 25 trillion in 2000 to USD 38 trillion in 2017. Since pension
funds and insurance corporations can invest via investment funds,
in order to avoid double counting when calculating the total assets
investment funds are shown separately in Panel B. Indeed, Panel C
shows that the share of investment fund units in total equity invest-
ments for pension funds and insurance corporations has also signif-
icantly increased. In 2017, it reached 65% and 50% of total equity
investments for insurance corporations and pension funds in the
OECD countries, respectively. Reinforced by the increasing stakes
in investment funds by the other two traditional investor categories,
investment funds have shown the highest growth among the three
traditional types of institutional investors by more than tripling
their assets since 2000.

3 This is the case in Australia (130.2%), Canada (154.7%), Denmark (208.4%),
Iceland (164.5%), Netherlands (184.2%), Switzerland (148.8%) and the United
States (145.3%) (OECD, 2018b).
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The rise of institutional investors has been accompanied by the
increasing use of passive investment strategies. Rather than actively
selecting individual stocks to maximize the absolute risk-adjusted
return, the passive investment strategies typically seek to bench-
mark their returns against a pre-defined market index. In turn, the
index provider defines the investment criteria and sets the inclusion
and exclusion methodology.

Aggregate data on the total size of passively managed funds is
limited and there are also concerns about the accuracy of availa-
ble estimations. According to Blackrock (2017) passive investments
accounted for 17.5% in global equity market investments in 2017
while BIS estimations show that the share of passive equity funds
in equity funds globally was around 36.7% in 2017 up from 15% in
2007. Both passive (or index) mutual funds and ETFs grew signifi-
cantly over the period. Some markets have shown a higher increase
in passively managed funds. According to BIS, the share of passive
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equity funds in the United States, increased from 18% in 2007 to
43% in 2017 of total US equity fund assets. Similarly, in Japan, pas-
sive equity funds’ share increased from 32.5% in 2007 to 66.7% in
2017 (BIS, 2018).

3.1 Therole of institutional investors in monitoring
corporate performance

The rise of institutional investors has lengthened the investment
chain between savers and companies. Household savings that in the
past were invested directly in the stock market, are today mostly
managed by intermediaries on their behalf for a fee. As a conse-
quence, aligning the incentives of the ultimate beneficiaries with
those of a variety of profit maximizing institutional intermediaries
that manage their money has emerged as a key corporate gover-
nance issue.

This development has inspired several regulatory and voluntary
initiatives with respect to ownership engagement by institutional
investors. Some jurisdictions have, for example, decided to impose
different requirements for ownership engagement on different
types of institutional investors. Alternative or complementary to
such regulatory requirements, some regulators have chosen to rely
on investor stewardship codes or other guidelines. In 25 out of the
49 jurisdictions covered in the OECD Corporate Governance Facthook
2019, there is a legal requirement for institutional investors to dis-
close their voting policies and in 14 jurisdictions they are forced to
disclose their actual voting records. Similarly, 23 jurisdictions have
some form of stewardship codes encouraging the disclosure of their
voting policy and 19 encouraging the disclosure of actual voting
records.

While these initiatives may result in increased voting among
institutional investors, there have also been concerns about the fact
that they have had little effect on the actual quality of ownership
engagement, since in order to minimise the cost of compliance with
voting requirements, many large institutions primarily rely on con-
sultants that provide standardised advice on how to vote. Evidence
shows that institutional investors are unlikely to support other
shareholders’ proposals and usually vote according to management
proposals (Lund, 2018). Since institutional investors differ with
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respect to their commercial business models, their incentives and
investment strategies, they will also differ with respect to the exer-
cise of their ownership functions. For some institutions, ownership
engagement is not part of their business models and the require-
ment to vote is, consequently, just seen as a cost that they seek to
minimise (Celik and Isaksson, 2013).

Against this background, the G20/OECD Principles of Corporate
Governance states that if shareholder engagement is not part of the
institution’s business model and investment strategy, mandatory
requirements to engage, for example through voting, may be inef-
fective and lead to a box-ticking approach.

3.2 Domestic and non-domestic institutional ownership

Globally, US-domiciled institutional investors have a dominant
position with respect to the total value of equity holdings. For each
jurisdiction included, Figure 12 shows the portion of shares held by
institutional investors. It also illustrates the distribution of institu-
tional holdings between domestic institutions, US-domiciled insti-
tutions and non-US institutions. In the United States, institutional
investors hold around 72% of the domestic stock market value.
About 61% of these holdings are held by US institutions, while for-
eign institutions account for slightly more than 11%. In addition,
US-domiciled institutional investors have significant holdings in
most other stock markets. For example, US-domiciled institutions
hold 22% and 17% of the public equity in the United Kingdom and
in Canada, respectively.
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3.3 Institutional ownership concentration at
the company level

The overall increase in assets under management by institutional
investors has also influenced their presence as owners in individual
companies. Figure 13 shows the average combined holdings of the
3, 10 and 20 largest institutional investors at the company level in
each market. The highest level of concentration is observed in the
United States where the 3 largest institutional investors on average
hold 24% of the capital in the listed companies and the 10 largest
institutional investors on average hold 43% of the capital. In the
United Kingdom, the holdings of the 10 largest institutions on
average reach more than 41% of the capital in the listed companies
and in Canada and the Netherlands, they reach 29% and 31% of the
equity capital, respectively.

33



Adriana De La Cruz, Alejandra Medina and Yung Tang

3.4 Ownership across industries

With respect to institutional ownership across industries, Table 4
shows the average combined holdings for the same 3 and 10 largest
institutional investors in the 10 largest companies in each one of
the six different industries in the world. The table shows that insti-
tutional ownership is particularly high in industries such as online
services and pharmaceuticals where the same 3 largest institutional
investors together hold 15% and 14% of the capital in the indus-
try worldwide, respectively. The 10 largest institutional investors
together hold, on average, 28% of the 10 largest companies in the
online services, 27% in the pharmaceuticals industries, 20% in the
airlines and 21% in the IT services & consulting industries.

Table 5 presents country-level data on institutional ownership for
four different industries. It shows the average ownership in the
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hands of the same 3 and 10 largest institutional investors in the
3 largest companies by industry in different markets. For instance,
in Belgium, the same top 3 (10) institutional investors on average
hold 23% (28%) in the 3 largest telecommunication companies. In
29 out of the 30 industry-country pairs shown in Table 5, the aver-
age ownership of the same top 3 institutional investors is greater
than 10% of the equity capital.

PART IV. PUBLIC SECTOR OWNERSHIP

Driven by partial privatisations through stock market listings, the
emergence of sovereign wealth funds (SWFs) and the growing role
of public pension funds, the public sector has gained a growing pres-
ence in public equity markets. In many cases, privatisations through
stock market listings of state-owned enterprises (SOEs) have not led
to any change in control and today, the public sector has controlling
stakes in a large number of companies, in particular in companies
listed in Asia, MENA and Europe.

Public sector ownership refers to investments by central and
regional governments, public pension funds, SOEs and SWFs.
The first type of public sector investor includes both central and
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regional governments that hold stakes in publicly listed compa-
nies. The second type corresponds to public pension funds, which
manage mandatory pension schemes or/and retirement savings of
public sector employees. The third type is financial and non-finan-
cial SOEs that hold shares in listed corporations. The fourth type is
SWFs that serve as central state ownership agencies with controlling
or non-controlling stakes in publicly listed companies. They include
saving funds, stabilisation funds and pension reserve funds.

Panel A of Figure 14 shows that among the world’s 10 ooo largest
listed companies close to 8oo companies have public sector owner-
ship above 50% of the equity capital. In addition, in 1 140 companies
the public sector holds between 10% and 49% of the equity capi-
tal. Central and local governments are the largest public sector in-
vestor type, accounting for USD 5.8 trillion or 56% of all public sec-
tor holdings in listed equity, followed by SWFs and public pension
funds. Public sector investment through state-owned enterprises is
less significant and accounts for only 9% of the total public sector
equity holdings.

There are large differences across markets in terms of public sector
ownership in listed companies. Figure 15 shows that in 23 out the
35 markets shown, the public sector holds more than 10% of the
listed equity. In particular, the public sector is an important owner
in Saudi Arabia, Malaysia and Hong Kong (China) holding between
38% and 46% of the total equity capital of listed companies.
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With respect to the geographical origin of public sector investors,
the state in China accounts for 57% of the total public sector own-
ership in global equity markets (Figure 16, Panel A). In addition,
Asia excluding China accounts for 15%, which means that Asia as a
whole makes up for 72% of global public sector ownership. Europe
and North America account for 16% and 7%, respectively.

Panel B of Figure 16 shows the distribution of public sector hold-
ings for the four types of investors across some countries and regions.
As was shown in Figure 14, the largest type of investor within public
sector owners, in terms of total investments, is central and regional
governments accounting for 56% and 70% of the total public sec-
tor ownership in Asia (excluding China) and China, respectively.
In North America, the public sector ownership is almost entirely
associated with public pension funds. In Europe, both governments
and SWFs hold around 40% of the total public sector ownership,
where the latter is dominated by the Norwegian sovereign wealth
fund (Government Pension Fund Global). In the MENA region,
SWFs also play an important role as owners of publicly listed shares.
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Public sector ownership of listed companies has traditionally been
concentrated in industries such as energy and utilities. These two
industries are often related to central governments due to their
strategic importance and/or monopoly position in certain mar-
ket segments. Figure 17 shows the presence of the public sector in
selected industries in each economy. Energy, utilities and telecom-
munications account for the largest concentration of public sector
ownership. In five countries, the public sector holds more than 60%
of the equity capital in telecommunication companies. The public
sector also holds significant stakes in the utilities industry in Saudi
Arabia, and some Asian and European countries. The public sector
shows a significant presence also in the energy industry, holding on
average more than 50% of the equity capital in 10 out of the 20 mar-
kets presented in the figure. Despite the fact that the public sector
ownership is on average the lowest in the basic materials industry,
its share is still more than 65% in the Saudi Arabian equity market.
With respect to financials, China, Russia and Hong Kong (China)
exhibit high levels of public sector ownership with an average of
45% of the equity capital in the industry.
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According to some studies, the identity of the controlling share-
holder can affect the company’s performance. Other studies claim a
relationship between ownership structure and leverage.# In order to
provide an assessment of how public sector ownership may relate to
company performance and leverage, Table 6 reports the difference
between the average public sector ownership in companies classified
with respect to high/low-performance and high/low-leverage. The
table shows statistics for the 20 markets with the highest public sec-
tor ownership. For example, in China the state holds on average 7
percentage points larger stakes in low-performance companies than
in high-performance companies. The table also shows variations
with respect to the relationship between public sector ownership

4 Tor details see: Morck, Nakamura and Shivdasani (2000); Xu and Wang (1999);
Haniffa and Hudaib (2006); Wiwattanakantang (2001); Douma, George and
Kabir (2006); Chen, Firth and Xu (2008); Sarkar and Sarkar (2000); Ben-Nasr,
Boubaker and Rouatbi (2015); Lean, Ting and Kweh (2015); Su (2014).
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and performance levels across markets. In 11 out of 20 markets, the
public sector owns, on average, a larger stake in low performance
firms.

The relationship between public sector ownership and leverage
levels also varies across markets. In 14 out of the 20 markets analysed,
the average public sector ownership stake is higher in high-leverage
companies than in low-leverage companies. In particular, in China,
Brazil, Hong Kong (China), Malaysia and Viet Nam the average
public sector ownership in high-leverage companies is significantly
higher than their ownership in low-leverage companies.

In Figures 18 and 19, the differences observed in Table 6 are decom-
posed by type of public sector investor. Figure 18 reports the differ-
ence between the average size of public sector ownership in compa-
nies classified with respect to high/low-performance decomposed
by type of public sector investor. The figure suggests that when the
public sector invests through SOEs, they tend to hold higher stakes
in low-performance firms. This is the case in 16 out of 20 markets
presented in the figure. Similarly, when the investment is done
directly by the government they hold higher stakes in low-perfor-
mance firms in 11 out of 20 markets. On the contrary, when the pub-
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lic sector owner is public pension funds or SWFs, they hold a higher
stake in high-performance firms in 14 out of 20 markets shown in
the figure.

Similarly, Figure 19 shows the difference between the average size of
public sector ownership in companies classified with respect to high/
low-leverage and decomposes it by the public sector investor type.
In most of the jurisdictions where the public sector investor is the
government or an SOE, one can observe larger stakes in high-lever-
age firms. In fact, the differences are the largest when the investor
is the government. For the other types of public sector investors
the relationship points to no significant differences in public sector
ownership between high- and low-leverage firms.
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ANNEX
A1 Description of sample construction and coverage

The OECD Capital Market Series dataset on corporate ownership
is a harmonised dataset quantifying the corporate ownership across
54 different markets (OECD member countries, G20 economies
and some other selected Asian economies) for almost 10 coo pub-
licly listed corporations with a total market capitalisation of USD 75
trillion as of end 2017 representing 9o% of the global market cap-
italisation. The entire dataset is comprised of 9 723 companies,
77 456 unique investors and 1.4 million company-investor links.
The average number of company-investor links in the universe is
143 records by company. The nationality of investors in the universe
of companies is not constrained to particular countries, territories
or regions. The data cover all non-financial and financial compa-
nies and exclude all types of funds and investment vehicles including
Real Estate Investment Trusts (REITSs).

The main source of information is the FactSet Ownership data-
base. This dataset covers companies with a market capitalisation of
more than USD 50 million and accounts for all positions equal to
or larger than 0.1% of the issued shares. It is complemented with
ownership information from Thomson Reuters Eikon, Bloomberg
and publicly available company sources.

The information for the reported owners as of the end of 2017 is
collected for each company. Some companies can have up to 5 coo
records in their list of owners. Each record contains the name of
the institution, the percentage of shares outstanding owned, the in-
vestor type classification, the country of origin of the investor, the
ultimate parent name, among others.

The primary listing venue is taken into account when identifying
the market where the company is listed. Secondary listings are not
taken into account. Companies trading over-the-counter (OTC)
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and on non-regulated segments are excluded. The list of listed com-
panies for each market contains only firms that trade ordinary shares
and depositary receipts as their main security.

For each economy, the dataset contains at least 85% of the total
market capitalisation. However, the market capitalisation coverage
ratio is between 74% and 82% for Australia, Finland and Israel. The
number of companies in the sample depends on the size and mar-
ket capitalisation dispersion in each economy. For instance, to reach
89% of the total market capitalisation in China, the dataset includes
1 541 companies, whereas in other economies like Ireland, 99% of
the market capitalisation is reached by including only 25 companies.

A.2 Description of categories of owners

Table A.1 presents the five categories of owners defined and used in
this report. Different types of investors are grouped into five catego-
ries of owners. In many cases, when the ultimate owner is identified
as a Government, a Province or a City and the direct owner was not
identified as such, ownership records are reclassified as public sector.
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Informed policy making with respect to corporate govern-

ance policies and regulations requires reliable and up-to-date
information about corporate ownership structures. This report
provides such information. The report builds on a unique dataset
of firm-level ownership information of almost 10 000 large listed
companies worldwide that together represent 90 percent of the
global stock market capitalisation and a combined market value
of USD 75 trillion. The authors present a comprehensive global
overview of how ownership is distributed among different cate-
gories of investors and cross-border ownership as well as of the
degree of ownership concentration at the company level.

The report has been developed by Alejandra Medina, Adriana

De La Cruz and Yung Tang at the Corporate Governance and
Corporate Finance Division of the OECD under the supervision of
the Head of Division, Mats Isaksson.
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