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RESEARCH PROBLEM - MOTIVATION
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Determinants of institutional ownership of public companies

Institutional investors (mutual 
funds, pension funds, 
insurance companies, etc.) are 
the largest investor category 
holding app. 43% of the world 
market capitalisation (OECD, 
2021).

Previous research on allocation 
decisions of institutional 
investors indicates that factors 
at both, country- and company-
level characteristics substantially 
explain variations in institutional 
ownership concentration (Li et 
al., 2006; Ferreira&Matos 2008, 
Leuz et al. 2009)

Previous studies tend to 
overlook the Central and 
Eastern Europe (CEE) region

The goal of our study is to identify factors that influence the 
ownership decision of (foreign) institutional investors in CEE



Previous findings on determinants of institutional ownership:

Country-level:

● Disclosure standards [Aggarwal et al. 2005; Leuz et al. 2006; Li et al. 2006; Ferreira&Matos 2009]

● Quality of a country’s legal system [Leuz et al. 2006; Li et al. 2006; Ferreira&Matos 2009]

● Shareholder rights protection [Aggarwal et al. 2005; Leuz et al. 2006; Li et al. 2006]

● Level of market development ( + / - ) 

Company-level:

● Ownership structure (concentration) [Leuz et al. 2006; Ferreira&Matos 2009]

● Company size [Leuz et al. 2006; Ferreira&Matos 2009]

● Cross-listings [Leuz et al. 2006; Ferreira&Matos 2009]

● Stock returns, profitability, dividend yields, cash holdings, financial leverage ( + / - )

LITERATURE REVIEW
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• 11 CEE countries

• app. 600 public 

companies

• Capital IQ (S&P 

Global)

• OECD Reports

• World bank

• 2011 - 2020

SAMPLE AND DATA
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SAMPLE AND DATA CONT.
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SAMPLE AND DATA CONT.
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PRELIMINARY FINDINGS – COUNTRY-LEVEL ANALYSIS
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Market capitalisation weighted average ownership held 

by all institutional investors in CEE countries as of the 

end of 2020

Market capitalisation weighted average ownership held by 

foreign institutional investors in CEE countries as of the 

end of 2020



PRELIMINARY FINDINGS – COUNTRY-LEVEL ANALYSIS
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Company-level analysis – specifications:

𝐼𝑂_𝑀𝐶𝐴𝑃𝑗,𝑡 = 𝛼 +

𝑘=1
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𝛽𝑘 ×𝑀𝐴𝑅𝐾𝐸𝑇𝑘,𝑗,𝑡 + 

𝑙=𝑛+1

𝑤

𝛽𝑙 × 𝐶𝑂𝑈𝑁𝑇𝑅𝑌_𝐶𝐺𝑙,𝑗,𝑡 + 𝐶𝐸𝐸𝑗 + 𝜀𝑗,𝑡

COUNTRY-LEVEL ANALYSIS
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𝑭𝐼𝑂_𝑀𝐶𝐴𝑃𝑗,𝑡 = 𝛼 +
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𝛽𝑙 × 𝐶𝑂𝑈𝑁𝑇𝑅𝑌_𝐶𝐺𝑙,𝑗,𝑡 + 𝐶𝐸𝐸𝑗 + 𝜀𝑗,𝑡



REGRESSIONS – COUNTRY-LEVEL ANALYSIS
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REGRESSIONS – COUNTRY-LEVEL ANALYSIS
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Company-level analysis – differences:

• sample limited to 599 public companies from the CEE countries

• extended period (2011 – 2020)

• total numer of 4,302 firm-year observations

• additional dimension added – institutional investor horizon

Institutional investor horizon

Using the Capital IQ database, we identified 2,190 institutional investors holding equity stakes in our 

sample companies during the period 2011-2020. We then limited the institutional investors sample to 

those institutions that hold equity stakes in at least 10 companies from the CEE region. This subsample 

consists of 612 institutional investor.

612 classified as long-term, mid-term or short-term on the basis of their year-specific portfolio 

turnover.

COMPANY-LEVEL ANALYSIS
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Company-level analysis – differences:

• sample limited to 599 public companies from the CEE countries

• extended period (2011 – 2020)

• total numer of 4,302 firm-year observations

• additional dimension added – institutional investor horizon

Institutional investor horizon

We identified 2,190 institutional investors holding equity stakes in our sample companies during the 

period 2011-2020. We then limited the institutional investors sample to those institutions that hold 

equity stakes in at least 10 companies from the CEE region obtaining a group of 612 institutional 

investors. 612 classified as long-term, mid-term or short-term on the basis of their year-specific 

portfolio turnover.

COMPANY-LEVEL ANALYSIS
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𝐼𝑂𝑖,𝑡 = 𝛼 +

𝑘=1

𝑛

𝛽𝑘 × 𝐶𝑂𝑀𝑃_𝐿𝑉𝐿_𝐷𝐸𝑇𝑘,𝑖,𝑡−1 +

𝑙=1

11

𝛽𝑙 × 𝐶𝑂𝑈𝑁𝑇𝑅𝑌𝑙,𝑖 + 

𝑚=1

10

𝛽𝑚 × 𝐼𝑁𝐷𝑚,𝑖 + 𝛼𝑡 +𝜀𝑖,𝑡



REGRESSIONS – COMPANY-LEVEL ANALYSIS
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ROBUSTNESS TESTS – COUNTRY-LEVEL ANALYSIS
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2SLS – Instrumental variables analysis



ROBUSTNESS TESTS – COMPANY-LEVEL ANALYSIS
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● Substantial dispersion in institutional ownership among CEE countries

● Huge differences in the foreign/domestic institutional ownership 

● Foreign institutional investors tend to avoid companies form CEE countries

● Foreign institutional investors prefer countries with larger stock markets; more 

developed markets; lower stock market concentration

● Foreign institutional investors prefer larger companies with more dispersed 

ownership, and avoid companies controlled by individuals

● Non-long term institutional investors prefer companies with higher stock liquiduty, 

higher stock returns and lower book-to-market ratio

● Long-term institutional investors – voice channel, Non long-term – exit threat

CONCLUSIONS
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Thank you for your attention!

18


	Slajd 1: Determinants of institutional ownership in companies from CEE region: A country- and company-level analysis
	Slajd 2
	Slajd 3
	Slajd 4
	Slajd 5
	Slajd 6
	Slajd 7
	Slajd 8
	Slajd 9
	Slajd 10
	Slajd 11
	Slajd 12
	Slajd 13
	Slajd 14
	Slajd 15
	Slajd 16
	Slajd 17
	Slajd 18

