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Changes in US corporate ownership

Or, how did we 
get from here… …to here… …to here…

…and 
how does 
it matter?
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Most employers abandoned traditional company 
pensions in favor of relatively portable 401(k) plans

As a result, households became increasingly invested 
in the stock market during the 1980s and 1990s

Source: Federal Reserve Survey of Consumer Finances (various years)



Specifically: investors in mutual funds
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There are many more US mutual funds now
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And they gathered a lot of assets
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But name brand funds got most of the benefit

Market share of top 5 fund complexes
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Leaving US corporate ownership largely 
“intermediated” by a few mutual funds
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Fidelity is now the largest shareholder of one in ten 
US corporations

# of  listed 
firms in US 3833 5187 5828 4423

Source: Spectrum 13F  and 13G databases, various years

How long does Fidelity hold on to “large” blocks?
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Q: How do funds vote on shareholder governance proposals?

A: The more pension business they do with companies, the more likely 
they are to vote with management on shareholder-sponsored proposalsthey are to vote with management on shareholder sponsored proposals

Source: Davis and Kim, Journal of Financial Economics 2007



Top 5 blockholders of NYSE-listed firms, 2000-2005

2000 2001 2002 2003 2004 20052000 2001 2002 2003 2004 2005
Fidelity (320) Fidelity (369) Fidelity (416) Fidelity (427) Fidelity (434) Fidelity (464)

DFA (299) DFA (277) DFA (260)
Barclays 
(264)

Barclays 
(307)

Barclays 
(345)DFA (299) DFA (277) DFA (260) (264) (307) (345)

Capital Res. 
(224)

Capital Res. 
(161)

Capital Res. 
(207) DFA (228) DFA (211) DFA (209)
Wellington Capital Res Wellington Capital Res

AXA (134) AXA 135)
Wellington 
(163)

Capital Res. 
(201)

Wellington 
(183)

Capital Res.
(185)

Wellington 
(126)

Wellington
(155) AXA (142)

Wellington 
(187)

Capital Res. 
(175)

Wellington 
(166)

Fast forward: Who were the biggest blockholders in 2011?

Owner # of 5% stakes in US-listed companies

BlackRock 1803

Fidelity 677

Vanguard 524g

Dimensional Fund Advisors 428

T. Rowe Price 362

WTF?WTF?

The composition of American eq itThe composition of American equity 
markets has changed radically over g y
the past decade

The “going public” fad of the 1990s is long gone
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As a result, the number of public corporations in the US 
has dropped by over half since 1997…

17

Source: World Bank World Development Indicators 2010

…while the number of Exchange Traded Funds (ETFs) 
has increased 50 fold

Source: BlackRock ETF Landscape Industry Review, Q1 2011

Source: Congressional testimony of Harold Bradley, 10/19/11

Should we worry about ETFs?

• ETFs account for roughly half of all trading in US equities 
markets today

• With ~4300 listed domestic companies and 1100 ETFs 
comprised of indices of these stocks, price movements have 
become increasingly correlated:become increasingly correlated:
– “Stocks move together today more than at any time in modern 

market history…When individual common stocks increasingly 
behave as if they are derivatives of frequently traded and interlinkedbehave as if they are derivatives of frequently traded and interlinked 
ETF baskets, then it is trading in the ETFs that is driving the prices of 
the underlying stocks rather than the other way around” (Bradley and 
Litan 2011)Litan, 2011)

– In short: stock prices are highly volatile and often detached from 
fundamentals 



The new king of the hill: BlackRock

• BlackRock has $3.5 trillion in assets under management
• BlackRock’s iShares funds have a 47.4% market share of 

ETF AUM in the US
• As of 2011, BlackRock owns 5% or more of over 1800 US 

ti (i 42% f ll t d d i )corporations (i.e., 42% of all traded companies)
• BlackRock is the single largest shareholder of one in five

US corporations, includingUS corporations, including
– ExxonMobil, Chevron, GE, IBM, AT&T, Verizon, JP 

Morgan Chase, Marathon…and over 800 others

Under the new proxy rulesUnder the new proxy rules, 
BlackRock would have been 
eligible to nominate directors 
at well over half of all publicat well over half of all public 
corporations in the US by 
2013…

but the Business Roundtable…but the Business Roundtable 
and the Chamber of Commerce 
got the rule vacated…



in part because unions and…in part because unions and 
state pension funds could 
misuse it to pursue their 
“narrow interests”narrow interests

Conclusion: Everything we thought we knew about 
American stock markets is no longer true

• Markets are less informationally efficient because co-
movements in prices of firms in the same indicesmovements in prices of firms in the same indices 
obscure individual differences

• Due to ETF-induced price volatility, US stock p y,
markets are no longer inviting to new issues

• Ownership of individual corporations is no longer p p g
highly dispersed

• Prospects for control of corporations by financial 
institutions has never been this high in a century

• Stay tuned for Finance Capitalism 2.0!
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Thankfully, markets always go up eventually…

S&P500S&P500 
1/3/00: 
$1469.25
Yesterday:Yesterday:
$1277.81


