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>> Ownership structure in listed equity capital markets

1. Context of common ownership
What we know at company level

2. Implications for corporate governance

3. Implications for competition




>> 1. Context

Dominance of Concentration
institutional investors of ownership

Concentration of ownership
by institutional investors




1. Context
Institutional dominance in main developed markets

Average ownership by investor category, 100 largest listed companies, end-2016

Indicative of state-control

Private corporations and stitutional
holding companies Govemments investors Others

Brazil 293 18 250
Canada 8.0 27 476
China 131 4.8 8.2

France 219 78 294
Germany 220 52 289
Hong Kong (China) 213 252 131

India D0 201 183
Indicative of strong i 44.5 155 75
family and holding 199 78 20 Significant concentration
company groups 201 59 266 i :
% 1 132 154 of institutional investors
301 33.0 13
16.3 07 19.0

208 94 321
333 240 80
298 101 132
228 115 304

200 35 249
Switzerand 124 a9 278 -
Thailand 26.2 10.2 120 Up from 30% in 1980
Turkey 47.8 94 13
United Kingdom 45 6.0 66.4
United States 23 13 728
Average 227 124 250

Source: FactSet, Thomson Reuters, OECD calculations.




1. Context
Ownership concentration at listed company level

Combined holdings of the 3 largest shareholders, 100 largest listed companies, end-2016
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Source: FactSet, Thomson Reuters, OECD calculations.



1. Context
Concentration of ownership in the hands of

institutional investors

Combined holdings of the largest institutional investors at company level, 100 largest
companies, end-2016

% W5 largest 10 largest 20 largest

epeue)
puejod
ueder
Auewllan
dJuel
puUB|IZUMS
[1zeiq
02IX3a A
elpu|
Ba10}|
Aayjan
eishe|e|n
BISSNY
puejiey]
alodeduls
BISauopu|
BUIYD

SD11S panun
BILIJY YInos

wopdury payun
(euiyn) Suoy SuoH

30% of all capital held by

10 largest institutional investors Source: FactSet, Thomson Reuters, OECD calculations.




>> 2. Impacts on corporate governance

Active exercise of corporate governance
1s in the hands of institutional investors.

Initiatives to lift voting don’t mean better
engagement — risk of ‘box-ticking’.

Need for truly informed shareholder engagement

Similar concerns for passive investment funds




>> 3. Implications for competition

Risk to competition? It depends.

1. The extent of common ownership links.
2. The level of market concentration.

3. The approach of firm managers in
considering shareholder interests.

4. Technology spillovers.




3. Implications for competition
Tools for regulators

Competition authorities shouldn’t
ignore the research — or the risks.

1. Market studies — include common ownership

2. Mergers — watch for industry-wide ownership
concentration.

3. Collaborate with researchers to better explore the
evidence




» Conclusion

1. Competition authorities need to better
understand common ownership and risks

o. Institutional investors should also be
aware of the risks.

3. Need for continued dialogue between
competition researchers and the
Investment community.
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