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ARTICLE INFO ABSTRACT

Article history: The vast amount of assets owned by institutiomadstors has significantly altered the
Received 3 March 2016 ownership structure of organizations. The purpdstie study is to explore the share
Accepted 2 May 2016 ownership by institutional investors among firngtdd on Bursa Malaysia. The sample
published 26 May 2016 consists of 330 firms as listed in 2011, and thareshownership of institutional

investors is measured by the percentage of owrersid by the institutional investors
in the annual report. The results reveal that riteaa two-third of the firms under study

Keywords: has share ownership by institutional investors. Tengest share ownership is by the

Institutional Investors, Malaysia unit trusts and mutual funds institutions. Furtherep by separate institutions, the
government-managed unit trust fund, namely the Bdatan Nasional Berhad (PNB)
and the ‘Pilgrims Fund’ or the Lembaga Tabung H&TH) hold the highest
percentage of share ownership, followed by the gowent-managed pension fund,
namely the Employees Provident Fund (EPF). Wheritutisns are classified
according to their investment behavior, dedicatetitutions mark a higher level of
ownership compared to transient institutions. Mweegp government-managed
institutions significantly dominate the market fostitutional shareholdings.

INTRODUCTION

The rapid emergence of a highly competitive glotvarketplace indicates the existence of a group of
stakeholders, referred to as institutional investdihese may be defined as large investors, oflaer matural
persons, who exercise discretion over the investmeathers (Lang & McNichols, 1997). Contrary tataral
persons, institutional investors act as a unifiedityy and can be categorized according to the tgpe
organization, for instance, the pension funds, mdufunds, investment bankers and insurance comganie
(Chaganti & Damanpour, 1991). Institutional inwestare responsible in managing the funds colleoted
behalf of their beneficiaries through an investmemindate (Minority Shareholders Watchdog Group &
Securities Commission Malaysia, 2014).

Supported by the fact that large funds tend tedmured by this type of investor, a significant evghip
structure of institutional investors has been ewigel both in developed and developing marketsir&ance,
almost 60% of shareholdings in the United States@anadian listed firms belonged to institutiomaldstors,
while 37.9% of shareholdings were thus observetthénUnited Kingdom, (Aggarwal, Erel, Ferreira, & tds,
2011). In Malaysia, representing developing coestrit was observed that institutional investorsl fk.% of
shares in the 10 largest companies listed on Bdadaysia (Saleh, Zulkifli, & Muhamad, 2010). Furthere,
70% of total institutional shareholdings belonghe five largest government-controlled institutibimvestors,
namely the Employees Provident Fund (EPF), LemBadaung Angkatan Tentera (LTAT) or Armed Forces
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Fund Board, Permodalan Nasional Berhad (PNB), Lgabebung Haji (LTH), and National Social Security
Organization of Malaysia (SOCSO) (Abdul Wahab, H&Werhoeven, 2008).

This relatively large ownership by institutionavestors is due to the vast amount of assets thetyat. In
the developing nations of East Asia, assets oftutisinal investors amounted to USD 1.5 trilliorr, around
45% of Gross Domestic Product (GDP) in the regi®ia avhole (Ghosh, 2006). In Malaysia, three larggsgs
of institutional investors, namely pension fundfg Insurance, and mutual funds held total assktdSD 114
billion equivalent to 96.4% of Malaysian GDP (Ghp2R06). More recent statistics indicate that atehd of
2013, the EPF, Malaysia’s largest pension fundd$alpproximately USD 182 billion (Towers Watson12))
thus justifying the infinite amount of assets whiohy allow them to have the ability in shaping tivenership
structure of organizations.

This study intends to further explore the sharenenship owned by institutional investors in Bursa
Malaysia listed firms. Although a number of studilesve been conducted on the institutional investors
Malaysian market, limited evidence has been fowsghirding detailed examinations of the various typies
institutional investors among Bursa Malaysia listiuins. Previous research concentrated on instibati
investors in largest firms (Saleh al, 2010), or focused on the largest institutiomalesstors (Abdul Wahabt
al., 2008; Abdul Wahab, Mat Zain, James, & Haron,90@nd utilized small sample size (Pirzada, Mustap
& Wickramasinghe, 2015). Furthermore, some previsuslies have been based on old data (Ghosh, 2006;
Katan & Mat Nor, 2015). Therefore, inspired by tfep in previous literature, this study intendsdlxamine
the presence of institutional investor shareholgtirand (2) to identify the level of shareholdingsdifferent
types of institutional investors, in Bursa Malaykséed firms. The contributions of this study aefollows: the
institutional shareholdings are comprehensivelym@rad according to type of institutional investarsd their
investment behavior, as well as ownership statosdigiment, private or, foreign owned), through tise of
recent data and widespread sampling.

The rest of the paper progresses as follows. Thé section reviews related literature on institnél
investors in Malaysia. This is followed by a comsation of the methodology and findings. The codilg
remarks summarize the main results, highlight thdyslimitations and suggest avenues for futureaesh.

Literature Review:

Institutional investors in an ownership structheae been shown to be linked to several benefitstly;
institutional investors are seen to be in a unigosition to exercise influence over firms in whitiey invest.
Institutional investors may hold firms accountalide good governance (Securities Commission Malaysia
2011a), as such institutions will have good actessformation and resources to build necessaryitoong
capabilities (Abdul Jalil & Abdul Rahman, 2010; iy, Firth, & Kim, 2002). Secondly, the presence of
institutional investors in an ownership structuraymalso help mitigate aggressive earnings managefbdul
Jalil & Abdul Rahman, 2010; Chungt al, 2002; Hsu & Koh, 2005; Koh, 2003), especially emhthe
institutions have large or substantial sharehokliithey may inhibit firm managers from performirayréngs
management, such as increasing or decreasing edpormbfits according to the managers’ desire (Cletray.,
2002). Apart from that, earnings management hastsen found to be mitigated by the existence odterm
or dedicated institutions, which signals that tfyige of institutions may act as a good corporateegrance
mechanism to mitigate earnings management (Hsu &, K05; Koh, 2003). Thirdly, firms with more
institutional shareholdings are also seen to beemioclined to engage in social and environmental
responsibilities (Abd-Mutalib, Muhammad Jamil, & Walussin, 2013; Johnson & Greening, 1999; Oh &
Chang, 2011).

The market for institutional investors in Malays& strongly controlled by the Malaysian government
(Abdul Wahabet al, 2008), which is mainly dominated by the fedegal’lernment’s investment institutions,
known as the Government Linked Investment Compafti¢dCs). The GLICs comprise three major pension
funds, namely the EPF, the Retirement Fund Incateoor Kumpulan Wang Amanah Pencen (KWAP) and
LTAT; a unit trust fund, namely the PNB, a pilgrifusxd, known as the LTH, a sovereign wealth furahmely
the Khazanah Nasional (Khazanah) and an investam@nt which is the Menteri Kewangan Diperbadankan
(MKD) or Ministry of Finance Incorporated, MOF (In¢Putrajaya Committee on GLC High Performance,
2014). Besides these GLICs, other institutions tegigch as state government institutions, banksjramee
companies, and cooperatives.

The market for institutional investors is highlgntrolled by the government due in part to theoidtrction
of the New Economic Policy (NEP) in 1970, in whittle government utilized institutional investorstasls to
reduce the equity gap between various ethnic grampbe country by increasing the equity ownersbfp
Bumiputera in the capital market (Jomo, 2004). ©hthe major goals of the NEP is to achieve 30%limgjs
of share capital for the Bumiputera. Thereforesttagencies were established to accumulate shareshalf of
the Bumiputera community, with the purpose of riitisting them at some future date (Beeson, 2000).

The establishment of the trust agencies conselyueas led to the foundation of other institutidns the
governments with their own purposes, which ardana ith the government’s objectives. These govenmim
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related institutions or GLICs play an importanterah the share ownership of Malaysian firms, as ¥ the
major GLICs held 70% of institutional shareholdirigsfirms listed on Bursa Malaysia (Abdul Wahabal,
2008). Besides the GLICs, the market for institodilbinvestors in Malaysia also comprises other $ypé
federal and state government institutions, as agfprivate institutions such as banks, insuranogpenies and
unit trust and mutual funds asset management coeganhhe following sub-sections describe the typgs
institutional investors in the Malaysian market.

Pension and Provident Funds:

By general definition, pension and provident fueddiect, pool, and invest funds contributed by rsmrs
and beneficiaries, to provide for retirement incashéeneficiaries (Davis, 2002). Although the pwspof both
funds is the same, which is to provide retiremanbime for the depositors, the main difference betwbe two
is based on how the income is paid. Pension fumable depositors to receive a portion of the incahe
retirement, while the remainder is paid throughth# retirement age. Similarly, provident funds deabe
beneficiaries to receive a lump sum upon retirement

In Malaysia, the major pension and provident fuadsgovernment-controlled institutions, such asBERF
or Kumpulan Wang Simpanan Pekerja (KWSP), KWAP, BRAT. EPF was established in 1951, to serve as
the provident fund for private and non-pensionghlélic sector employees. KWAP, previously knowrtlees
Pensions Trust Fund, was established in 1991 atwl &&cthe pension fund for pensionable public secto
employees. LTAT, established in 1972, serves agdtirement fund and other benefits for the arrfieedes.
These pension and provident funds hold vast adse2804, the assets of these funds were estinaate&D 70
billion. Of this amount, USD 63.3 billion belonged the EPF, which makes the provident fund thedsirg
institutional investor in Malaysia (Ghosh, 2006)omd current statistics by Towers Watson, a professi
services company, show that EPF is seventh amangaf world largest pension funds, with the totalets of
USD 182 hillion in 2013 (Towers Watson, 2014).

Besides these government-managed funds, ther@sardoreign pension funds and private pension $und
which are usually owned by local firms such as Benllasional Berhad Retirement Benefit Trust or ieubl
Bank Officers’ Retirement Benefit Fund (Abd-Mutaébal, 2013).

Unit Trust and Mutual Funds:

Unit trust or mutual funds are defined as the @tweent tools or vehicles created by asset managemen
companies specializing in pooling savings from batail and institutional investors (Abdullah, Hass &
Mohamad, 2007), with the aim of helping investassgrow their wealth by diversifying their investnten
portfolios. In Malaysia, the term ‘unit trust’ isare popular, although some unit trust managememipenies
(UTMCs) use the term ‘mutual funds’ as well.

Unit trust and mutual funds have experienced dmmable growth over the last decade in terms of the
number of funds offered, and the volume of capitahaged by the UTMCs. In 2004, Malaysian unit teusd
mutual fund assets were estimated at USD 23 bjlkguivalent to 19.4% of GDP (Ghosh, 2006). Furtieae,
statistics by the Securities Commission Malaysieeated that in 2006, there were 387 launched fuwith, a
total net asset value (NAV) of RM112 billion (Seities Commission Malaysia, 2006), and the figuraseh
increased to 587 launched funds with a total NA\RM 222 billion at the end of 2011 (Securities Coission
Malaysia, 2011b).

In Malaysia, the situation of unit trust and muditfuands is unique, as they are divided into govesntn
managed and private-managed funds. The governman&ged funds are those funds under the manageifnent o
Amanah Saham Nasional Berhad (ASNB), which is wholvned by the PNB, one of the GLICs. PNB was
incorporated in 1978 to act as a pivotal instrumanthe federal government’'s NEP, the objectivenfetio
promote share ownership in the corporate sectoomgrthe Bumiputera. Besides federal governmenténite
through ASNB and PNB, unit trusts in Malaysia atsoamanaged by state government agencies, such as
Amanah Saham Kedah Berhad and Amanah Saham SaBevhkd. For the private-managed funds, some
UTMCs are under the corporate control of local fordign banks and investment companies.

Pilgrims Fund:

Another major institution in the Malaysian market institutional investors is the pilgrims fundhigh is
popularly known as LTH. LTH began operation in ®eplber 1963 with the aim of providing a mean of 8gsi
for the Muslims who wish to embark on a pilgrimggarney. Prior to the establishment of LTH, Muslims
especially in the rural areas, had to sell theedtock and properties in order to gain cash tofpapilgrimage
expenses. However, this medium poses a dangertustian to the economic structure and could retard
economic growth. Therefore in 1969, based on a ingrgaper to improve the economy for future pilggiby
Royal Professor Ungku Aziz, the Malaysian governnumtided to form the Future Pilgrim Fund Corparnati
The establishment of the institution which is cothg known as LTH, is consistent with the objectioé
managing the funds of the future Malaysian Muslifgrpms without being based on riba’ (usury) systand
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through investments compliant with Shariah, and cWwhprovide benefits to the depositors (Mohd Nor,
Abdullah, Ali, & Zakaria, 2012).

The LTH was established under Act 8 of the Pilgigm Fund and Management Board Act 1969. Besides
providing the means to save for future pilgrimsH.&lso strives to provide excellent hajj managensenvices
and strengthen the depositors’ economy by invedtingtrategic investments locally and globally tasere
sustainable and continuous growth. Although LTk @s a finance company that invests the savingsuafd-
be pilgrims in accordance with Shariah, its roleather limited, as it was established as a norklfiaancial
institution.

Banks:

The market for institutional investors in BursalMgia listed firms also comprises banks, which rhay
categorized as either domestic or foreign banke Bénking sector’'s market is dominated by the dtmes
banks, where in 2001, 75% of the market share eldmo the domestic banks in terms of total asssdstotal
deposits (Bank Negara Malaysia, 2001). Despitedtirainance by the domestic banks, the presencereifjfo
banks is relatively significant. The operation ofdign banks in Malaysia started with the estabilisht of the
Standard Chartered Bank in 1875, and by the ertb80, 146 branches of 16 foreign banks were opeyati
throughout the country (Marashdeh, 1994). Since,tf@reign banks have become key players contriguid
the Malaysian economy, with 27% holdings of the katushare of the assets of the banking sector ir? 20
(Bank Negara Malaysia, 2012).

In terms of operations, the banking system in Mgk is divided into several categories, namely
commercial banks, finance companies, merchant bafiksount houses and money brokers, all of whieh a
licensed under the Banking and Financial InstingicAct (BAFIA) 1989 and supervised by Bank Negara
Malaysia (Bank Negara Malaysia, 2001). These balda with the traditional functions of banks, irdilg
retail-banking services, cross-border payment sesyihire purchase financing, leasing, short-teedit; trade
financing and many more (Sufian, 2006). The bankipgrating system is also divided between conveatio
and Islamic system, where the latter operates mithe boundaries of Shariah law. What is uniquehim
Malaysian banking system is that conventional baarksallowed to offer Islamic banking and financeducts
along with the conventional products (Sufian, 2007)

Insurance Companies:

The insurance sector in Malaysia is different frotiner countries based on the fact that it functionder a
dual operating system, consisting of conventiomal &kaful (Islamic insurance) operating systenithaugh
the takaful system is considered new compareda@#ablished conventional insurance system, fieeeicy
of takaful system is considered competitive or @t with to the conventional system (Md Saad, Abdidja
Mohd Yusof, Duasa, & Abdul Rahman, 2006). This ailbn denotes that both the takaful and conventiona
insurance systems can provide efficient servicesh&r customers. Therefore, Muslim customers hane
alternative way of getting proper security whictedmot violate the Shariah laws (Islamic Law).

The insurance sector in Malaysia has been praggeseell. In 1990, the assets of insurance fundewer
estimated at only RM 9.5 billion, with RM 7 billiorepresenting the assets for life insurance andetmaining
general insurance (Bank Negara Malaysia, 2010). é¥ew this figure has increased over the years; for
instance, in the 2010 Malaysian Annual InsuraneiSics, the assets of insurance funds escalated RM
122 billion in 2007 (RM 102 billion for life insuree and RM 20 billion for general insurance) to REb
billion (RM 141 billion for life insurance and RM52billion for general insurance) in 2010 (Bank Nega
Malaysia, 2010). This scenario shows the increasgny of assets held by insurance companies.

In Malaysia, many insurance companies are undercthiporate control of banks, operating in separate
divisions. For instance, Etiga Insurance and Tdkaferate under the corporate control of Malayankzgy
Berhad, while CIMB Bank Berhad has its own invesitrerm through CIMB Aviva Assurance, CIMB Aviva
Takaful and BIMB Holdings Berhad with Syarikat TéaMalaysia Berhad as its subsidiary.

Other Government-Linked Investment Companies (GL)Cs

Besides the above GLICs explained in previous sadfions, two government-controlled institutions,
namely a sovereign wealth fund, Khazanah Nasiarad, the federal government’s investment arm, Menter
Kewangan Diperbadankan (MKD) or Ministry of Finan@acorporated), MOF (Inc.) also contributes to the
market for institutional investors in Bursa Malaydisted firms. Details of both institutions aresalissed in
subsequent sub-sections.

(i) Sovereign Wealth Funds:

SWEF is a term used to describe a separate pogbernment-owned or government-controlled financial
assets that include some international assets hwhay take many forms and are designed to achieiety
of economic and financial objectives (Truman, 20@)/Fs may be classified into several categonmeduding
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stabilizing funds, savings funds, pension resenr@$ and investment corporations (Kunzel, Lu, Retré&
Pihiman, 2010).

Stabilizing funds refer to the funds that are gesd to reduce volatility by accumulating fundsgimod
years, which may be subsequently used in bad y@aidersen & Faris, 2002). These funds are usuaityup
by countries rich in natural resources to insulie budget and economy from volatile commodity gsic
(International Monetary Fund, 2007). The seconégaty for SWF, the savings fund, is for the shdreealth
for future generations (International Monetary FUP@07). For instance, countries rich in naturabreces may
set up savings funds by transferring the non-reb&vassets into a diversified portfolio of inteinaal
financial assets to provide for future generation®ther long-term objectives (International Momgt&und,
2007). Another type of SWF is the pension resewel$. The main feature that differentiates penséserve
funds and pension funds is that the ultimate beizgfes do not have the legal or beneficial ownigrsifi the
funds as in pension funds; instead, the legal li@agés for the pension reserve funds are thétinstns which
administer the pension fund system. The objectfygeasion reserve funds is to cover identifiediliibs often
related to an aging population, which may leadutare economic vulnerability and expenditure. Thanes the
fund is a prudent measure to meet such challengescbumulating assets in the current time to ofthet
projected liabilities in the future (Das, Lu, Muldé& Sy, 2009). Lastly, investment corporationsereo SWF
funds established as a separate entity with thectitsg of reducing the negative cost-of-carry ofdimg
reserves or to pursue investment policies with digteturns (International Monetary Fund, 2007), and
enhance returns on reserves (Baal, 2009).

Among the established SWFs of the world is the ayisin incorporated SWF institution, Khazanah
Nasional Berhad (KHAZANAH) (Kunzett al, 2010), which was incorporated in September 18293 private
limited company governed by the Companies Act, 196t equity of KHAZANAH is owned by the Ministry
of Finance, which in essence makes KHAZANAH a whalwned entity of the Malaysian Government.
KHAZANAH operates as the government’s investmertimg arm, with the objective of promoting economic
growth and making strategic investment which maytitbute to nation building.

(ii) Minister of Finance (Incorporated):

The Ministry of Finance (Incorporated) or MOF (Inevas established as a corporate body under the
Ministry of Finance (Incorporation) Act 1957, withe objective to oversee the investments made d¥ettheral
government of Malaysia. The act provides the aiifyrdo this institution to enter into contracts,gadsitions,
purchases, possessions, holdings and maintain blangind intangible assets on behalf of the federal
government. MOF (Inc.) holds shares in various jgudhd private firms in several sectors, namelydbeial,
infrastructure and public facilities, technologpdaeconomy sectors.

Other Institutions:

Besides the major institutions as discussed inatt@ve sections, the market for Malaysian listedhsi
institutional investors also comprise other ingiitns, such as the SOCSO, which was establish@874d as an
agency under the Ministry of Human Resources. Tjeative of its establishment is to enforce, adsta, and
implement the Social Employees’ Security Act 1968 &ocial Employees’ General Safety Regulationsl197
SOCSO provides social security protection throughiad insurance, including medical and cash besefit
provision of artificial aids and rehabilitation éanployees to reduce the sufferings and financiatanutees and
protection for the family.

Other institutions are government-related indting, whether the federal government, such as &gnc
belonging to the Government Ministries, the stat@egnment institutions, such as Majlis Agama Islm
respective states and development authoritiesjtaredperatives, foundations and charities, whett@nestic
or foreign, which only hold an insignificant amouwft shareholdings in the market for institutionavestors
among Malaysian listed firms.

Methodology:

The population of study is the firms listed on 8aMalaysia in the year 2011. Bursa Malaysia caieg®
its listed firms into 11 categories, which are agnsr products, industrial products, constructioading and
services, property, plantation, technology, infnactiure, finance, hotels, and real estate investitnest (REIT).
Roscoe (1975), suggests that appropriate sammeshizuld be between 30 and 500 samples. Howevem wh
samples are to be broken into different categoties minimum of 30 per category is recommendedséah,
by applying the rule of thumb of 30 samples peegaty, a total of 330 samples are selected forstinidy, and
these categories are sampled using the stratdiediom sampling technique.

Institutional investors are defined according heit types as implied in previous research (Chagant
Damanpour, 1991; Hsu & Koh, 2005; Koh, 2003), saslpension funds, unit trust and mutual funds, bamki
insurance companies. The institutions are alsoegafed according to their investment behavior; add
institutions are those with long-term horizons imkimg investment decision, while transient institng are
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those with short-term investment horizon, as preddsy previous research (Abd-Mutalib, Muhammad [a8ni
Wan-Hussin, 2015; Cox, Brammer, & Millington, 200@ox & Wicks, 2011). The previous studies conclude
that pension funds, government-managed unit tirsdld and pilgrims funds to have dedicated behawbile
private-managed banks, private-managed mutual famdisinsurance companies are with transient behavio
Furthermore, institutions are also separated acwprd their ownership status; whether they areegoment-
owned, private-managed or foreign-owned institigion

All types of institutional investors are measubgtthe percentage of ordinary shares owned by g@ehof
investor to the number of ordinary shares issudtchwhas been largely used in previous studies {#hthlib
et al, 2015; Abdul Wahalet al, 2008; Chaganti & Damanpour, 1991; Ceixal, 2004). The institutional
ownership data is captured from the “30 largestedi@ders” section in the 2011 annual reports efsampled
firms.

Findings:
Presence of institutional investors’ shareholdings:

Table 1 presents the result of the existenceatititional shareholdings in Bursa Malaysia lisfieshs. The
findings indicate that among the 330 samples ustety, 229 firms or 69.4% of the firms have indtdnal
shareholdings, while only 101 firms or 30.6% of finms are without the holdings from institutionavestors.

Table 1: Percentage of Firms with Institutional Investdssiareholdings.

Frequency Percentage
Without Institutional Investors’ Ownership 101 30.6
With Institutional Investors’ Shareholdings 229 £9.
Total 330 100.0

Percentage of shareholdings by different typesmstitutional investors:

Table 2 (Panel A-D), presents the results on baeholdings by different types of institutionavéstors.
In Panel A, the results reveal that in total, tesitbnal shareholdings contribute to 13.22% ofltetereholdings
among Bursa Malaysia listed firms. Furthermore, thmaximum count shows 92.94% institutional
shareholdings, thus verify that there are firmsohtdare being highly dominated by institutional istogs.

Table 2: Percentage of holdings by types of institutionakestors.

PANEL A
Institutional Ownership Types [ Min ] Max [ Mean [ SD
TOTAL [ 0.00 | 92.94 [ 13.22 | 20.04
PANEL B
Pension Funds 0.00 43.03 1.97 4.77
EPF 0.00 42.20 1.43 3.92
KWAP 0.00 9.52 0.35 1.25
LTAT 0.00 12.64 0.15 1.14
Others (Private-managed) 0.00 4.73 0.04 0.35
Unit Trust & Mutual Funds 0.00 57.31 3.42 7.09
PNB 0.00 53.76 1.53 5.63
Foreign 0.00 23.26 0.77 2.33
Domestic 0.00 24.51 1.10 2.99
Others (Govt-managed) 0.00 3.61 0.02 0.21
Pilgrims Fund (LTH) 0.00 68.60 1.53 6.43
Banks 0.00 32.03 1.72 3.71
Foreign 0.00 32.03 1.40 3.26
Domestic 0.00 17.45 0.32 1.93
Insurance Companies 0.00 73.73 0.76 4.51
Foreign 0.00 73.73 0.55 4.19
Domestic 0.00 24.53 0.21 1.50
Other Institutions 0.00 70.32 3.81 12.05
Federal Government 0.00 62.49 1.37 6.75
State Government 0.00 70.32 1.74 0.41
Foreign Government 0.00 5.34 0.07 8.47
Hedge Funds (Foreign) 0.00 3.52 0.02 0.24
Coorperatives (Domestic) 0.00 56.42 0.27 3.18
Foundation & F:harmes 0.00 49.77 0.34 361
(Domestic)
PANEL C
Dedicated Institutions 0.00 75.50 5.05 11.00
Transient Institutions 0.00 80.46 4.36 7.67
Undetermined 0.00 70.32 3.81 12.05
PANEL D
Government-managed 0.00 89.14 8.11 16.23
Private-managed 0.00 56.42 2.28 6.17
Foreign Institutions 0.00 75.79 2.82 6.28
Variables Definition:
EPF = Employees Provident Fund; KWAP = Retirememids Incorporated; LTAT = Armed Forced Fund Bo&iB = Permodalan Nasional Berhad; LTH = Lembagaufigh
Haji.
Dedicated institutions = Pension funds, governnmeataged unit trust funds (PNB)] and government-mesh@ggrims fund (LTH); Transient institutions = fes, private-
managed mutual funds, and insurance companies.
N =330

When institutions are divided into five broad gatBes (excluding the institutional investors cifisd as
“others”), namely pension funds, unit trust and walitfunds, pilgrims fund, banks, insurance compmiaiad
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others, it is found that the unit trust and mutmalrks the highest percentage of shareholdingstivithmean of
3.42%, followed by the pension funds with 1.97% badks with 1.72%. As separate entities, the PNiBtha
LTH mark the highest shareholdings at 1.53%, foldvoy the EPF with 1.43%.

Panel C states the results of institutional shaldiéhgs according to their investment behavior. Tésults
reveal that dedicated institutions hold a highercpetage of shareholdings with a mean of 5.05% lewhi
transient institutions with the mean of 4.36%. Mghite, in Panel D, the government-managed instingi
show a significant level of shareholdings with thean of 8.22%.

Dicsussion:

The first objective of this study is to examine tbresence of institutional investors the sharehg#dof
Malaysian listed firms. The results reveal that4€8.of the listed firms under study have instituéibn
shareholdings in their ownership structure, thugnaling institutional investors’ ability to pendeathe
portfolios’ ownership structure due to the immeas®unt of assets possessed by them.

The second objective is to identify the level bareholdings by different types of institutionavéstors,
whether in total, by their nature, investment honig, or their ownership status. The results retreslin total,
only 13% of the shareholdings in Bursa Malaysitetisfirms belong to institutional investors. Congziito
developed countries with more than 30% of sharehg#l the level is low. However, a previous studstify
that among the 10 largest firms listed on Bursaayisih, the institutional investors hold 50% of steidings
(Salehet al, 2010). These situations thus clarify that imgitnal investors tend to invest in firms with larg
size.

The results in previous section also highlight th& unit trust and mutual funds, followed by ffension
funds and banks, hold the highest percentage ofemhip. These findings provide new insights on the
institutional shareholdings, as the results of avipus study (Ghosh, 2006) reveal that the largbstre
ownership was that of pension funds. Thus, theifigs justify that the unit trust and mutual furede seen as
gaining its significance in profiling their existemin the shareholding structure among the listadst The
significance of the unit trust and mutual funds edso be justified by the fact that government-nggthaunit
trust fund, or PNB, holds the highest level of siatding, as with the pilgrim’s fund and LTH.

In relation to their nature, dedicated instituiare seen to hold higher percentage of sharelgsldirhis is
a good sign as previous studies show that the presef dedicated institutions may mitigate earnings
management (Abdul Jalil & Abdul Rahman, 2010; Chetel, 2002; Hsu & Koh, 2005; Koh, 2003) and
inculcate social responsibilities (Abd-Mutalédi al, 2013; Johnson & Greening, 1999; Oh & Chang, 2011
Finally, government-managed institutions are sedmetdominating the market for institutional investamong
Bursa Malaysia listed firms, thus confirms the firgb in previous studies (Abdul Wahabal.,, 2008).

Conclusions And Avenues For Future Research:

The purpose of this study is to explore share osirip of institutional investors among Bursa Malays
listed firms. The results have revealed that umists and mutual funds as a whole have the higil@sentage
of shareholdings. By separate institutions, the RMB LTH dominate the share ownership, followedthoy
EPF. Furthermore, dedicated institutions displaghéri level of ownership compared to transient tastins.
Finally, government-related institutional investarg seen to possess higher control in the shanership of
Bursa Malaysia listed firms.

The study is not without limitations. Firstly, fiicuses only on descriptive statistics of the owhgr by
institutional investors in Bursa Malaysia listethfs. Secondly, the measurement for institutionahenship is
limited to the percentage of ownership by institnéll investors. Future research may consider exagimhe
factors that might give impact to such ownershipyst providing insights into the dynamics of ingtdnal
investments and shareholdings, and may also carg#dgying the value of the shareholdings.

REFERENCES

Abd-Mutalib, H., C.Z. Muhammad Jamil, W.N. Wan-Himss2013. Institutional Investors Types and
Sustainability Reporting: A Study on Malaysian kit Firms. Terengganu International Finance and
Economics Journal,(2): 25-39.

Abd-Mutalib, H., C.Z. Muhammad Jamil, W.N. Wan-Hims015. The Impact of Sustainability Reporting
on Dedicated and Transient Institutional Ownerskipidence from Malaysigddvanced Science Letters,(8)L
1964-1969. doi: 10.1166/asl.2015.6174

Abdul Jalil, A., R. Abdul Rahman, 2010. Institutaninvestors and Earnings Management: Malaysian
Evidence. Journal of Financial Reporting and Accounting Forum8(2): 110-127. doi:
10.1108/19852511011088370

Abdul Wahab, E.A., J. How, P. Verhoeven, 2008. ©Gaafe Governance and Institutional Investors:
Evidence from Malaysidsian Academy of Management Journal of AccounthtFénance, £): 67-90.



183 Hafizah Abd-Mutalib et al, 2016
Australian Journal of Basic and Applied Sciences,d(11) Special 2016, Pages: 176-184

Abdul Wahab, E.A., M. Mat Zain, K. James, H. Har@009. Institutional Investors, Political Conneatio
and Audit Quality in Malaysia. Accounting Research Journal, (2% 167-196. doi:
10.1108/10309610910987501

Abdullah, F., T. Hassan, S. Mohamad, 2007. Invatitg of Performance of Malaysian Islamic Unit Trrus
Funds: Comparison with Conventional Unit Trust Fain#lanagerial Finance, 3@): 142-153. doi:
10.1108/03074350710715854

Aggarwal, R., I. Erel, M. Ferreira, P. Matos, 20Dhes Governance Travel around the World? Evidence
from Institutional Investorslournal of Financial Economics, 10054-181.

Andersen, L.E., R. Faris, 2002. Reducing Volatilbyie to Natural Gas Exports: Is the Answer a
Stabilization Fund? http://www.iisec.ucb.edu.boa2001-2005/iisec-dt-2001-11.pdf.

Bank Negara Malaysia, 2001.The Financial Sector Masterplan Retrieved from
http://www.bnm.gov.my/index.php?ch=en_fsmp&pg=emgs book&ac=24&lang=en&eld=box1

Bank Negara Malaysia, 2010.Annual Insurance Statistics 2010 Retrieved from
http://www.bnm.gov.my/files/publication/dgi/en/2Q10L. pdf

Bank Negara Malaysia, 2012. Financial Stability d&edyment Systems Report 20Fdreign Banks in
Emerging Economies: Malaysia's Perspective. from
http://lwww.bnm.gov.myf/files/publication/fsps/en/Z0&p02_001_box.pdf

Beeson, M., 2000. Mahathir and the Markets: Glalagilon and the Pursuit of Economic Autonomy in
Malaysia.Pacific Affairs, 783): 335-351.

Chaganti, R., F. Damanpour, 1991. Institutional @rship, Capital Structure, and Firm Performance.
Strategic Management Journal, (¥, 479-491.

Chung, R., M. Firth, J.B. Kim, 2002. Institutionslonitoring and Opportunistic Earnings Management.
Journal of Corporate Finance(8): 29-48. doi: 10.1016/S0929-1199(01)00039-6

Cox, P., S. Brammer, A. Millington, 2004. An Enipal Examination of Institutional Investor Prefeces
for Corporate Social Performancdkaurnal of Business Ethics, 527-43.

Cox, P., P.G. Wicks, 2011. Institutional InteresQorporate Responsibility: Portfolio Evidence &tdical
ExplanationJournal of Business Ethics, 1(@3: 143-165. doi: 10.1007/s10551-011-0859-0

Das, U.S., Y. Lu, C. Mulder, A. Sy, 2009. Setting a Sovereign Wealth Fund: Some Policy and
Operational Consideration$4F Working Paper http://www.imf.org/external/pubs/ft/wp/2009/wpORaL pdf

Davis, E.P., 2002. Prudent Person Rules or Qu#wadteRestrictions? The Regulation of Long-term
Institutional Investors' Portfolios.Journal of Pension Economics & Finance,(2), 157-191. doi:
10.1017/S1474747202001099

Ghosh, S., 2006. East Asian Finance: The Road lu&dVarkets. In T. W. Bank (Ed.). Hong Kong: The
World Bank.

Hsu, G.C.M., P.S. Koh, 2005. Does the Presence nstitutional Investors Influence Accruals
Management? Evidence from AustrakZorporate Governance: An International Review(6)3809-823. doi:
10.1111/j.1467-8683.2005.00472.x

International Monetary Fund, 2007. Global Financthbility Report: Financial Market Turbulence:
Causes, Consequences, and Policies. http://wwwigiExternal/Pubs/FT/GFSR/2007/02/pdf/text.pdf

Johnson, R.A., D.W. Greening, 1999. The Effect<ofporate Governance and Institutional Ownership
Types on Corporate Social Performaritiee Academy of Management Journal®32564-576.

Jomo, K.S., 2004The New Economic Policy and Interethnic RelationsMalaysia United Nations
Research Institute for Social Development Retridvech http://cpps.org.my/resource_centre/jomo_1.pdf

Katan, H., F. Mat Nor, 2015. Institutional Ownegshleterogeneity and Firm Performance: Evidence From
Malaysia.International Journal of Economics and Financ€l2): 176-188. doi: doi:10.5539/ijef.v7n12pl176

Koh, P.S., 2003. On the Association between Irtstital Ownership and Aggressive Corporate Earnings
Management in Australidhe British Accounting Review, ,3804-128. doi: 10.1016/S0890-8389

Kunzel, P., Y. Lu, I. Petrova, J. Pihiman, 2010vdstment Objectives of Sovereign Wealth Funds—A
Shifting ParadigmiMF Working Paper http://www.imf.org/external/pubs/ft/wp/2011/wp1d.pdf

Lang, M., M.F. McNichols, 1997. Institutional Tradj and Corporate Performandgéraduate School of
Business, Stanford University Research Paper S&dé¢): 1-54.

Marashdeh, O., 1994. Foreign Banks Activities amdtérs Affecting their Presence in Malaysfesia
Pacific Journal of Management, (@): 113-123.

Md Saad, N., M.S. Abd Majid, R. Mohd Yusof, J. DagA.R. Abdul Rahman, 2006. Measuring Efficiency
of Insurance and Takaful Companies in Malaysia g$data Envelopment Analysis (DEAReview of Islamic
Economics, 1@2): 5-26.

Minority Shareholders Watchdog Group, & Securitieemmission Malaysia, 2014Malaysian Code for
Institutional Investors Retrieved from http://www.sc.com.my/wp-
content/uploads/eng/html/cg/mcii_140627.pdf



184 Hafizah Abd-Mutalib et al, 2016

Australian Journal of Basic and Applied Sciences,d(11) Special 2016, Pages: 176-184

Mohd Nor, M.R., A.T. Abdullah, A.K. Ali, M.F. Zak&, 2012. Historical Development of Islamic
Institutions: A Case of Malaysian Governméftican Journal of Business Managemer(8)62766-2772. doi:
10.5897/AJBM11.2745

Oh, W.Y., Y.K. Chang, 2011. The Effect of Ownersl8fructure on Corporate Social Responsibility:
Empirical Evidence from Koredournal of Business Ethics, 10283-297. doi: 10.1007/s10551-011-0912-z

Pirzada, K., M.Z. Mustapha, D. Wickramasinghe, 208%m Performance, Institutional Ownership and
Capital Structure: A Case of MalaysiBrocedia - Social and Behavioral Science, 21¥0-176. doi: doi:
10.1016/j.sbspro.2015.11.025

Putrajaya Committee on GLC High Performance, 200#ho are the GLICs? : Retrieved from
http://www.pcg.gov.my/FAQ.asp

Roscoe, J.T., 197%undamental Research Statistics for the BehaviSa¢énce New York: Holt, Rinehart
and Winston, Inc.

Saleh, M., N. Zulkifli, R. Muhamad, 2010. Corpor&ecial Responsibility Disclosure and its Relatmn
Institutional Ownership: Evidence from Public Ldt€ompanies in MalaysidManagerial Auditing Journal,
25(6): 591-613. doi: 10.1108/02686901011054881

Securities Commission Malaysia, 20Qit Trust Funds in Malaysia - Summary of StatstidRetrieved
from http://www.sc.com.my/eng/html/resources/stitd/ 2006.pdf

Securities Commission Malaysia, 2011@orporate Governance Blueprint 2011 Retrieved from
http://www.sc.com.my/eng/html/cg/cg2011/pdf/cg_Ilptiet2011.pdf

Securities Commission Malaysia, 201Unit Trust Funds in Malaysia - Summary of StatistiRetrieved
from http://www.sc.com.my/eng/html/resources/stitd/ 2011.pdf

Shamsul, A.B., 2001. A History of an Identity, adehtity of a History: The Idea and Practice of
‘Malayness’ in Malaysia Reconsiderelburnal of Southeast Asian Studies(332355-366.

Sufian, F., 2006. The Efficiency of Non-Bank Finahdnstitutions: Empirical Evidence from Malaysia.
International Research Journal of Finance and Ecuoius,6: 49-65.

Sufian, F., 2007. The Efficiency of Islamic Bankihgdustry in Malaysia :Foreign vs Domestic Banks.
Humanomics, 23): 174-192. doi: 10.1108/08288660710779399

Towers Watson, 2014. Pensions & Investments / Tewéatson 300 analysis - Year End 2013. Retrieved
15 October 2014, from http://www.towerswatson.camgy/Insights/IC-Types/Survey-Research-
Results/2014/09/The-worlds-300-largest-pension-$uyehr-end-2013

Truman, E.M., 2008. A Blueprint for Sovereign WhalFund Best Practice®?eterson Institute of
International Economics Policy Brief
http://www.ucalgary.ca/files/conference08/SWF%20BeX)Pracitices%20Policy%20Brief%204-1-08.pdf



