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Introduction 

 

The shareholding structure of Asian firms has traditionally been characterised by the 

predominance of the concentration of ownership (Aoki, Jackson & Miyajima, 2007; 

Claessens, Djankov & Lang, 2000; La Porta, Lopez-de-Silanes & Shleifer, 1999; Shleifer & 

Vishny, 1997) and stable ties between banking and industrial capital within large business 

conglomerates (Japan’s Keiretsu and Korea’s Chaebol) (Bebchuk, Kraakman & Triantis, 

2000; Cheung& Chan, 2004; Prowse, 1992) Yet this general view of Asian capitalism is 

premised on a distinct underestimation of the various types of Asian capitalism that depend on 

the role performed by stock markets in every country throughout the region. Although these 

categories are to some extent still in evidence today, the shareholding configurations of Asian 

countries have undergone significant changes since the Asian financial crisis of 1997. 

 

While banks remain at the heart of the financial system, the expansion of the stock markets 

has resulted in a significant development of non-banking financial institutions. The growth of 

stock markets has been paralleled by an increase of capital flow towards Asia. Although Asia 

includes stock markets of greatly differing type and maturity, all of these markets have shown 

remarkable progress with large-scale increases in capitalization (+684% in China and +463% 
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in Korea for the period 1997-2007)1. The increasing number of institutional investors in the 

capital of Asian companies is particularly significant in this respect: since the Asian financial 

crisis, the value of their equity assets have increased by over 185%. 

 

The object of this paper is to provide an analysis of ownership structure in Asian quoted 

companies. It will begin by identifying the type and origin of the investors involved in the 

capital of listed firms. This will help in turn to assess the chief features of the corporate 

ownership structures of Asian companies and to confirm the continued existence of a variety 

of types of capitalism. Secondly, this study will examine the impact of the subprime crisis on 

Asian shareholding structures.                                                                                                                               

 

1. Coexistence of different models of ownership 

 

1.1 The key investors in Asian markets 

 

A sample of 11,147 investors managing 2,257,283 million dollars in 2006 was used to clarify 

the structure of shareholding in the market of Asia2. The first analysis concerned the 

distribution of different types of shareholders, which established the relative contribution of 

strategic and institutional investors. Table 1 presents data on the structure of shareholding of 

listed firms by type of owner in 2006. Several important trends appear in the ownership 

structures in Asia. As we can see, though institutional investor ownership may be gaining 

ground due to the process of financialization and in part due to changing demographics, 

strategic investors play an important role in corporate governance (52.75%). The Asian 

                                                 
1 Market capitalisation as a proportion of GDP. 
2 Thomson Reuters database was used for this analysis, with a sample composed of 14 Asian countries. The large 
equity investors in each country were chosen for analysis, with a minimum holding per country of 5 million 
dollars. 
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pattern of share ownership looks quite distinct from that of its Anglo-Saxon model in which 

ownership of capital is dispersed among institutional investors. In the countries like Hong 

Kong (86%), China (83%), and Indonesia (83%), there is a preponderance of the strategic 

ownership structure3. This result indicates that institutional investors play a smaller role in 

countries where stable shareholding is widespread: by families in Hong Kong and Indonesia 

and by the state in China (Kim, 1998; Husnan, 2001). 

 

Figure 1 Strategic shareholders versus Institutional investors in Asia, 2006 
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The changes observed in Asia should however not be underestimated. A powerful fund 

management industry is forming in Asian market-places, partly nourished by the development 

of funds originating in the United States. Institutional ownership now possesses more than 

40% of capitalization in ten countries.4 The dilution of strategic involvement in the course of 

the stock market rises since the 1997 crisis is one of the reasons for the growing importance of 

investment managers in the Asian market place (Kuroki, 2003; Kuroki & Miyajima, 2007; 

Nitta, 2008).  

                                                 
3 Bangladesh, Sri Lanka and Pakistan are characterised by the total domination of institutional shareholders. 
4 Except Taiwan, Indonesia, China, Hong-Kong  
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Regarding the investor sub-categories, the predominant ownership pattern is corporation 

control. It seems that this pattern is consistently linked to the participation of business 

conglomerates, such as chaebol in Korea and keiretsu in Japan, and family business group. 

Nevertheless, the importance of investment advisors should not be neglected. This industry 

represents 13% of capitalization, to which should be added the asset management subsidiaries 

of the large banking groups established in Asia5, which represents 9% of capitalization. 

 

Table 1: Break-down of market capitalization by type of shareholders, 2006 

  %/ Total 
Sovereign Wealth Fund 10,44% 
Hedge Fund 0,73% 
Investment Advisor  

(Mutual Fund + bank +Insurance Company) 25,80% 
Pension Fund 0,68% 
Private Equity 0,29% 
Others 1,20% 
Total institutional investors 38,40% 
Bank 5,55% 
Corporation 41,95% 
Government Agency 4,40% 
Insurance Company 0,84% 
Total Strategic Entities 52,75% 
Total Individual 8,85% 
Total 100,00% 

 
Source: Author’s calculation based upon data from Thomson Reuters. 

 

In addition, the emergence of sovereign wealth funds (SWF) as increasingly important 

participants of equity assets is one of the distinguishing features of the present financial 

landscape. SWFs are not a new phenomenon in the region,6 yet the number of SWFs has 

                                                 
5 It will be seen that many of them are subsidiaries of American banks. 
6 The history of Singapore’s SWFs (Government of Investment Corporation [GIC] and Temasek Holdings) dates 
back to the 1970s. 
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grown rapidly due to the region’s remarkable accumulation of foreign exchange (FX) reserves 

in the post-crisis period.  

 

The new role of banks and insurance companies as asset managers for third parties is 

connected with the recent extension of their activities into stock markets. The role of this type 

of investor is most important in Japan and Korea, where they represent 69% and 27% of the 

value of institutional holdings. By contrast pension funds do not occupy an important position 

in Asian stock markets (0.7%). Despite recent reforms in pension fund management, such 

assets remain small in Asia compared with Anglo-Saxon countries, where the capitalization 

retirement system is practised. 

 

The chief institutional investors, based on the total assets managed, are two sovereign wealth 

funds. It should be noted that 28% of assets are held by sovereign wealth funds, while 35% 

are held by investment advisors in the total capitalization of institutional investors. Hong 

Kong, Singapore and Malaysia are the countries where such investors assume the most 

important role (between 20% and 35% by value). Furthermore, subsidiaries of global financial 

services firms (Capital Group Company, Templeton, UBS, Aberdeen, HSBC, Morgan 

Stanley) have acquired large-scale positions in Asian companies. Among mutual funds, the 

strong presence of Anglo-Saxon fund managers may be noted. Anglo-Saxon holdings 

represented 27% of the capitalization of investment advisors in 2000, against 49% in 2006 

(38% by the Americans and 11% by the British). Market penetration by large American 

groups is marked by the presence of US asset management subsidiaries. 

 

Asia has been the preferred destination of American shareholders since favourable legislation 

made all Asian countries more attractive that enabled the decrease in home bias, with the 
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exception of China. The capitalization of American groups has increased in value by 363% 

and in number by 164% between 2000 and 2006 in the Asian markets. These groups hold over 

half the shares owned by foreign investors in certain countries, such as Korea, India, The 

Philippines and Singapore. The most important actors are the subsidiaries of large US banking 

groups and asset management groups (Citibank, Templeton, Morgan Stanley, J.P. Morgan…), 

American pension funds (TIAA-CREF, Teacher Retirement System of Texas..) and American 

hedge funds (Steel Parteners, L.L.C, Renaissance Technologies Corp or Icahn Associates 

Corporation), which have grown spectacularly (+1,402% in value) since 2000. Strong 

penetration of American capital has been particularly observed in Japan (from 16% of foreign 

investment in 2000 to 46% in 2006) and Indonesia (from 4% to 45%).  

 

The features of Asian sovereign wealth funds 

 

In contrast with the sovereign wealth funds of the Gulf States, which benefit from the rise in 

price of raw materials, Asian sovereign wealth funds are supplied by foreign exchange 

reserves and trade surpluses. Three Asian sovereign wealth funds are worthy of note:  

Temasek Holdings, Government Investment Corporation (GIC) and China State Investment 

Corporation. The creation of these funds is by no means recent. The first two Singapore funds 

emerged in the 1970s and 80s, and were designed to re-balance savings (from a high level of 

internal saving) and investment (from a relatively low level). Chinese funds are more recent, 

since they were created in 2007 for geopolitical purposes. Asian sovereign wealth funds have 

tended to favour local investment or investment in neighbouring countries. However recent 

participation in international markets since the subprime crisis reflects the change in direction 

of their investment strategy. The total assets managed by sovereign wealth funds on Asian 
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stock markets have not ceased to increase: from 49,457 to 83,488 million dollars between 

2000 and 2006. 

 

In the sample under study, the nationality of investors is as follows: 75% are of Asian origin 

(of which 27% are Japanese and 20% Chinese), 9% come from North America (essentially the 

United States), and 8% from Europe. In certain countries, domestic investors account for over 

70% of the value of assets in the sample. These include China, Malaysia, Thailand, Singapore 

and Taiwan. By contrast, Hong Kong is notable for the high proportion of foreign investors 

(60%). This clearly demonstrates the role of Hong Kong as an international financial centre 

attracting foreign capital. 

 

1.2 The variety of forms of ownership structure 

 

To understand the diversity of shareholding structures in the Asian market, three approaches 

were adopted: the first involves an analysis of the weight of the strategic entities and 

institutional investors in each country. An analysis of the origins of shareholders follows, 

which allows measurement of the degree of openness of the country to external shareholders. 

The last approach concerns the specificity of each country in terms of types of investors’. A 

combination of all the parameters thus made available reveals the existence of five groups of 

countries. The first group (China, Indonesia, Taiwan and Thailand) is characterised by a high 

level of strategic investors (nearly 80%), of which 60% are industrial companies, and also by 

the domination of domestic investors, who represent 80% of the total. The second model, 

similar to the first, corresponds to countries more open to the outside: between 55% and 60% 

of asset value is held by foreign investors in Hong Kong and the Philippines. The third group 

is characterised by the importance of insurance companies and banks. The Korean and 
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Japanese model falls within this group. These are the countries which have often tended to 

represent Asian capitalism (Amable, 2005). In the fourth model, characterised by a large 

number of institutional investors (nearly 60%), sovereign wealth funds occupy an important 

position: 12% for Malaysia and 36% for Singapore. The fifth and final group brings together 

countries in which capitalization is dominated by institutional investors, of which 88% are 

investment advisors (Pakistan, India and Sri Lanka).  

 

 

Figure 2 Ownership Structure in Asia, 2006 

  

 

In the present context of the subprime crisis it is appropriate to verify the state of shareholding 

structures and to analyse their continuity under its impact. The new results confirm the 

structuring described in the preceding analysis with the exception of Thailand, which now 

falls within the fifth group. 
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2. Asian shareholding structures since the subprime crisis 

 

2.1 Increased influence of national shareholders 

 

Despite the assumption that Asia was sheltered from the subprime crisis by strong growth in 

the years leading up to it7 and avoidance of credit investment in the US property market 

through its banks and other financial institutions, its financial markets have nonetheless been 

greatly affected by this crisis. The stock markets suffered a steep fall from the beginning of 

2008, depressed by fears of a world wide recession and by loss of confidence in the global 

banking system8. This was followed by a reduction of private capital investment in Asian 

countries from 211 billion dollars in 2007 to 137 billion in 2008 (-35%)9. Asian economies 

have not escaped contagion by the US financial crisis and must suffer a number of direct 

consequences. 

 

A sample of investors present in the stock markets of Asia during the four periods of 2000, 

2006, 2007 and 2008 has been used to analyse changes in ownership structures. The total 

value of investor assets has dropped under the influence of the crisis. Shareholdings by 

institutional investors have suffered a reduction of 32% while the value of holdings by 

strategic investors fell by 37% between December 2006 and December 2008. The proportion 

of capital held by institutional investors in Asian companies has thus automatically increased 

during the crisis at the expense of strategic shareholders. 

 

                                                 
7 This Asian growth was mainly generated by strong performances in the two largest countries: China and India. 
8 For example, the Bombay stock market suffered the biggest fall in its history at the end of October 2008, and a 
10% drop in the Bangkok  stock market led the authorities to order the suspension of trading in the same period. 
9 Asian Development Bank 
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Strategic investors remain the majority shareholders, but institutional investors tripled the 

value of their holdings throughout Asia between 2000 and 2006 (notably in Taiwan, Hong 

Kong and Korea). The capacity of institutional investors to resist the crisis may be explained 

by the possibilities of reallocating their funds, by a long-term view of investment, which 

precludes them from being forced to alter their allocation of assets, or by opportunities to 

acquire attractive holdings generated by the fall in share prices. When the level of holding by 

institutional investors is calculated (the gap between changes in institutional investor holdings 

and changes in stock market capitalization), it has increased in every country with the 

exception of Sri Lanka. In other words, the fall in the amount invested by institutional 

investors is less rapid than the fall in capitalization in virtually every country observed during 

this period. This level reaches 59% in Malaysia, 28% in Singapore, 27% in China and 21% in 

Korea. 

 

Another phenomenon observed since the start of the crisis is the fall in value of foreign capital 

(-37%), which is greater than the decline of domestic investment (-18%). The retreat of 

foreign capital follows a particularly dynamic decade. Foreign investors have developed 

rapidly in the last few years as a result of the progressive opening up of the markets following 

the Asian crisis of 1997. Broadly speaking, the fall in market share of foreign investors has 

been balanced by the increase in domestic shareholders in overall capitalization. The retreat of 

foreign assets may be observed in the majority of countries with the exception of China, Japan 

and Taiwan, all of which had a strong domestic investor presence before the subprime crisis. 

Pakistan (-63% in value) and India (-58%) are the countries most seriously affected by the 

flight of foreign capital. This would appear to suggest that difficulty in accessing external 

capital may become an important problem in certain countries such as Pakistan, which has 

already had to turn to the IMF for assistance. In brief, the subprime crisis may lead to a period 
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in which domestic shareholders consolidate their position after having progressively lost their 

market share to foreign investors since 1997. 

 

Between 2006 and 2008, the share of total capitalization held by foreign Asian investors 

diminished. Nearly every country suffered a decrease in shareholdings by this group (-38% in 

value). On the other hand the reduction in their market share enabled European and Latin-

American shareholders to increase their influence on the Asian market. Hong Kong suffered 

the severest drop in portfolio holdings by non-domestic Asian investors (-50%) among 14 

countries, but this loss was compensated by domestic investors and by the Americans. Certain 

countries are profiting from the crisis by increasing the value of their portfolio holdings in 

neighbouring countries: this applies to Malaysia in Hong Kong (89%), in Singapore (22%) 

and in Thailand (17%), the Taiwanese in Thailand (365%) and in Hong Kong (43%), and the 

Japanese in Malaysia (138%) and the Philippines (3%). 

 

The following configuration represents the flow of capital in the Asian zone in 2008. China 

and Hong Kong are the main beneficiaries of the flow of portfolio investment (see graph 2). 

The situation was much the same in 2006, with the exception of Singapore, which is showing 

an increasing level of capital inflow. Nevertheless the total value of portfolio investments has 

dropped between countries since 2007 (-35% in value). Singapore remains an important 

destination for the flow of capital, along with Japan and Korea, the principal economies of 

Asia. However China has now become a more attractive destination than Singapore, which 

was the second destination behind Hong Kong in 2000. The privileged mutual relationship 

between China and Hong Kong could be reinforced as China continues to receive a high 

proportion of capital flows through the financial services provided by Hong Kong while the 

latter benefits in turn from the strong economic potential of China. Moreover, a tendency is 
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apparent for Asian investors to hold shares in countries that are close both geographically and 

culturally. For example, in the case of Malaysia, Indonesia and Thailand, 80 to 90% of funds 

in the total capitalization of foreign Asian investors derive from South-East Asia. This 

phenomenon is equally marked among Chinese-speaking nations, which include China, Hong 

Kong, Singapore and Taiwan. 

 

Figure 3 Intraregional portfolio flows, 2008 
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Finally, the crisis may result in an increase in national shareholding throughout Asian 

countries. The situation means that domestic sources of finance need to be found rather than 

relying on foreign capital. Since much of the boom in growth of emerging Asian countries has 

been fuelled by considerable external capital inflow, the consequences of the crisis will be 

much more serious for certain countries because of the scarcity of external capital. 

 

2.2 Towards the strengthening of sovereign wealth funds. 
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During the crisis, virtually all investors reduced the value of their portfolios, with the 

exception of government agency funds and endowment funds. Overall, the subprime crisis has 

not greatly altered the ownership structure in Asia. It remains dominated by industrial 

corporations, banks, sovereign wealth funds, etc. As far as strategic investors are concerned, 

the crisis period has been marked by a fall in industrial shareholdings (from 57% to 52%) 

between 2007 and 2008. The replacement of industrial corporations by investment advisors is 

a characteristic shared by those countries which have experienced a drop in industrial 

participation (Indonesia, the Philippines, Taiwan and Thailand). However the share of 

investment advisors in the total capitalization of investors has not increased in the sample 

studied (13.7%). 

 

Figure 3 shows the change in investment profile according to the type of institutional investor. 

Sovereign wealth funds show an increased presence (from 12% to 20%) and pension funds 

have grown their market share slightly (from 2 to 3%) in the total capitalization of 

institutional investors since the crisis, while the influence of other types of investor has 

suffered a decline in the period under consideration. The growth in market share observed in 

sovereign wealth funds during this period is of interest to the extent that recent acquisitions of 

stakes in Western investment banks by sovereign funds from Middle East and Asia, have 

demonstrated their new role during the financial crisis. 

 

Figure 4 Trend in institutional ownership in Asia 
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An interesting conclusion can be drawn from the observation of geographical distribution in 

the sample under study: Middle Eastern funds, traditionally oriented towards American or 

European markets, tended to increase their assets in Asian markets during the subprime crisis 

(from 0.9% to 1.4%). The growing assets managed by Saudi Arabian funds in Taiwan and 

Malaysia are particularly noteworthy. Conversely, the majority of Asian sovereign wealth 

funds largely favour the domestic market or those of neighbouring countries (96% in 1997 

and 99% in 2008). Funds originating in Singapore have extended their presence throughout 

Asian markets, penetrating those of Korea and Taiwan between 2006 and 2008, while Chinese 

funds still remain directed towards Hong Kong and Malaysian funds are concentrated in the 

domestic market. 

 

Shareholdings by pension funds show progressive increases, with the exception of those of 

American pension funds, which suffered significant losses during the subprime crisis. Despite 
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this, the pension fund industry remains a weak presence in Asian markets (0.9%), as 

explained previously, because the size of assets managed in Asia is still small and the 

composition of portfolios among these funds tends to favour fixed revenue assets. It may be 

also noted that European pension funds have registered a growth between 2006 and 2008 

(+321% in value for British funds and +195% for German ones) although the Americans still 

occupy first place despite a reduction in their market share. 

 

Conclusion 

 

This paper has not revealed a tendency towards a model characterised by widely held firms, 

notably among institutional investors. While Asian capitalism is globally characterized by 

strategic shareholders, its nature varies considerably from one country to the next. The 

increasing role of institutional investors in Asian shareholding structures implies a radical 

departure from the traditional vision of Asian capitalism, although their presence remains 

relatively weak in Asia by comparison with the United States and Europe. The conclusions 

outlined in this article do not point to a convergence in ownership structure towards an Anglo-

American model of dispersed institutional investors. 
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