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• Significant change in the composition of ownership in the U.S. capital market. Shift 
away from retail to institutional investors 

– Institutional ownership of U.S. equity increased from 29% to 76% from 1980 to 
over 80% today.

– Rise of institutional ownership attributed to changes in retirement law, success of 
modern portfolio theory and idea of low cost diversification, and investor 
preference for passive mutual funds 

• Focus on the “Big Three” asset managers - Vanguard, BlackRock, and State Street - all 
of which specialize in passively managed mutual funds and ETFs and are predicted to 
control corporate elections in the near future

– Antitrust concerns

– Governance concerns

– Democratic concerns

Motivation



• What drives the evolution of institutional ownership? 

– Set up a framework to better understand the sources of flows 
allocated to investment managers 

• Role of: (i) Fund fees and returns, (2) Firms’ payout policies, 
(iii) Investors’ reinvestment of fund distributions, (iv) 
aggregate corporate distributions and equity issuances 

– Introduce equilibrium restrictions on flows, and how these are 
related to actions taken by corporations and funds themselves

• Reassess the evidence of rapid institutional growth 

Goals



Flows and Change in Institutional Ownership: 

Intuition

• Fund A and P each hold 50% of Company X’s public float. What 
drives growth of their ownership? 

• Reallocational flows
• Company X repurchases shares from one fund and not the 

other
• IPO and SEOs in which one fund participates and not the 

other
• Returns
• Expense ratio
• Firm payout policy



Measurement of Fund Flows



Measurement of Fund Flows



Change in Fund Ownership



Change in Fund Ownership



• Ownership data: 
– Scrape 13F quarterly ownership filings 
– Data covers the period 2000 - 2022 
– Merge the 13F data with CRSP using CUSIPs to obtain information on share prices 

and shares outstanding 
– Keep firms with CRSP share code 10-12

• Data on expense ratios and distribution of dividends and capital gains from CRSP 

• Reinvestment of dividends and capital gains comes from Form N-SAR filings 
– All registered investment companies were required to file Form N-SAR under the 

Investment Company Act of 1940 until mid-2018.
– Since mid-2018, required to file Form N-CEN. The reinvestment data therefore covers 

the period 2000-2017 
– Information reported semi-annually on Form N-SAR/A, and annually on Form N-

SAR/B 
– Scrape all Form N-SAR filings from EDGAR using CIKs

Data



Ownership and Flows 
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Market Flows and Institutional Growth



Implications: Big Three Growth and Market 

Structure 
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Legal Implications

• Big Three might not be growing as quickly as some have 
predicted

– Proposals designed to avert harm (due to common ownership 
and governance risks) are likely premature

• M&A is a potent source of growth in ownership

• Interconnectedness between stock buyback regulation and 
investment manager growth worth exploring further



Conclusion

• Reassess the evidence of rapid growth of the Big Three asset managers

– Evidence based on equity capital flows into the Big Three inconsistent 
with the conventional narrative of rapid and accelerating growth 

• Propose a framework to better understand the sources of flows allocated 
to asset managers and what drives the evolution of institutions’ stake size 

– Introduce equilibrium restrictions on flows, and how these are related 
to actions taken by corporations and funds themselves 

• Provide insight into the origin of fund flows and why certain institutions 
win and lose in the competition for flows
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