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THE PRINCIPLES FOR RESPONSIBLE INVESTMENT 

The United Nations-supported Principles for Responsible Investment (PRI) is the world’s leading 

initiative on responsible investment. The PRI has over 4,000 signatories (pension funds, insurers, 

investment managers and service providers) globally with approximately US $121 trillion in 

assets under management. Over 197 signatories, managing AUD $2.6 trillion are based in 

Australia.1 

As the world's leading initiative into responsible investment, PRI works with many investment 

managers, insurance, and superannuation institutions as signatories to PRI. 

The PRI supports its international network of signatories in implementing the Principles. As long-

term investors acting in the best interests of their beneficiaries and clients, our signatories work 

to understand the contribution that environmental, social and governance (ESG) factors make to 

investment performance, the role that investment plays in broader financial markets and the 

impact that those investments have on the environment and society as a whole.  

The PRI works to achieve this sustainable global financial system by encouraging adoption of the 

Principles and collaboration on their implementation; by fostering good governance, integrity and 

accountability; and by addressing obstacles to a sustainable financial system that lie within 

market practices, structures and regulation. 

The PRI welcomes the opportunity to respond to the House of Representatives Standing 

Committee on Economics inquiry into the prudential regulation of investment in the implications 

of common ownership and capital concentration in Australia. 

ABOUT THIS CONSULTATION  

The House of Representatives Standing Committee on Economics will inquire into and report on 
the implications of common ownership and capital concentration in Australia. The committee will 
inquire into matters relating to: 

■ The extent of capital concentration and common ownership of public companies, and its 
likely future trajectory in Australia; 

■ The influence of capital concentration and common ownership on markets, including on 
investment decisions, market behaviour, competition and any other relevant factors; 

■ The changing influence between individual investors and small funds, compared to larger 
funds, as a result of capital concentration and common ownership; 

■ Any related consequences that flow from capital concentration and common ownership, 
including international experiences; 

■ The role of regulators in responding to these consequences; and 

■ Policy responses to address these consequences, including by government, regulators and 
public companies. 

 

 
1See  https://www.unpri.org/signatories/signatory-resources/signatory-directory  
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For more information, contact 

Margarita Pirovska 

Director of Policy, PRI 

 

Mayleah House 

Senior Policy Analyst, Australia 

 

 

More information: www.unpri.org  
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SUMMARY OF PRI POSITION 

PRI signatories have committed to being active owners and to incorporate ESG issues into 

ownership policies and practices. The PRI regards stewardship as one of the most effective 

mechanisms to reduce risks, maximise returns and have a positive impact on society, the 

environment and the overall financial system. Stewardship is vital to achieve institutional 

investors’ objectives of ensuring Australian companies succeed and create long term value.  

The full extent of capital concentration and common ownership in Australia and any alleged 

consequences, including on investors’ stewardship activities, has not been investigated. A simple 

analysis of share registries of publicly listed companies does not provide insight into the influence 

that may be held by certain investors, nor insight into the beneficial owner of the investment. 

A comprehensive investigation is required to understand the real, rather than hypothetical, state 

of capital concentration and common ownership within publicly listed companies and the 

associated impacts (if any).  

The PRI therefore recommends that: 

■ If any investigation into the influence of capital concentration and common ownership on 
investment decisions is conducted, it should extend to reviewing how these concepts impact 
the stewardship activities of various investors. 

■ It is too premature for any broad policy response to be introduced without a full 
understanding of the problem to be solved, as it may negatively disrupt Australian markets in 
already vulnerable times following the COVID-19 pandemic and as companies face systemic 
risks posed by climate change.  

■ No legislative, regulatory or other policy responses be introduced that may limit the rights of 
investors to exercise stewardship activities, including engagement with public companies.  

■ ACCC, ASIC, and APRA reinforce investors’ ability to engage with public companies and 
encourage investors to take further stewardship activities that pursue real-world 
sustainability impacts.  
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CONSULTATION RESPONSE 

The extent of capital concentration and common ownership of public 

companies, and its likely future trajectory in Australia 

Key points 

■ There is some concentration in the registered shareholdings of large public companies 
in Australia, however the shareholdings of the largest shareholder in large public 
companies in Australia typically fall well below 50%. 

■ The largest registered shareholder for companies in the ASX100 is typically about 30%. 

■ Simply looking at registered shareholders in a public company will not illuminate the 
chains of influence, and substantial holding disclosures may provide a better indication 
of influential shareholders in a public company. 

■ Large public companies in the ASX 100 typically have no substantial shareholders with 
greater than 10% of the equity in the company. These shareholders are most likely to 
be ETP responsible entities such as BlackRock and Vanguard. 

■ All things equal, the type of shares held by an investor will impact the level of influence 
able to be exerted over the company, as shareholding alone does not always allow 
voting rights. 

The PRI understands capital concentration to represent the extent to which the proportional 

ownership of shares in public companies is concentrated in a relatively small number of asset 

owners. Measuring the extent to which the ownership of capital is concentrated in a relatively 

small number of investors can be analysed based on publicly available disclosures by companies 

listed on Australian public exchanges. 

Common ownership is a separate but potentially related concept. It refers to the ownership of 

competing or rival corporations within a market by the same investor. Importantly, common 

ownership should be distinguished from cross ownership – where rival or competing companies 

within an industry or market own a stake in a competitor. 

Capital concentration 

The proportion of shares owned by the top 20 shareholders of public companies is one way of 

measuring capital concentration. Appendix A sets out the proportion of shares owned by the top 

20 shareholders for each company in the ASX100. Our analysis of the top 20 shareholders 

across all companies within the ASX100 demonstrates that these 20 shareholders own on 

average 76% (or median of 79%) of the shares in each company.2 

 
2 PRI’s own analysis of the top 20 shareholders disclosed by ASX100 companies (as of 18 August 2021) in 30 June 
2020 annual reports. 
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The proportion of ownership of the largest shareholder is another way of measuring the 

concentration of capital. Appendix A furthers set out the largest shareholder for each company in 

the ASX100. Our analysis of ASX100 companies demonstrates that measured on average and 

as a median, the largest shareholder owns 30% of the company.3 

This indicates that there is some concentration in the ownership of large public companies in 

Australia, however the shareholdings of the largest shareholder of these companies typically fall 

well below 50%. 

Analysis of the registered shareholders is a sensible place to start, however, it doesn’t 

necessarily provide a reliable indication of the influence that shareholders might have over these 

companies. Registered shareholders may not be able to exert influence as a shareholder due to 

the class of shares held not providing voting rights or are subordinated by preferential voting 

rights on other classes of shares not held by the investor. 

The registered shareholder may be contractually bound as an agent of a principal investor who 

may provide instructions to the agent concerning how to exercise shareholder rights (such as 

voting and raising resolutions). 

The type of investor is also an important aspect of understanding capital concentration and 

common ownership of public companies. The largest shareholder in 76 companies in the 

ASX100 is a custodian bank, which is an institutional investor that holds the legal title and 

interest in the investment in safe custody for the benefit of another party.4 Custodian banks are 

agents of other investors, typically principal investors or asset owners. They do not hold assets 

for their own benefit or independently exercise shareholder rights, as they do not themselves 

having voting rights or other forms of control. 

Common ownership 

Common ownership, sometimes referred to as horizontal shareholding, is a term that reflects the 

investment practice of many institutional investors (which we define here to be both asset owners 

and investment managers) to hold investment positions in more than one company competing in 

 
3 PRI’s own analysis of the top 20 shareholders disclosed by ASX100 companies (as of 18 August 2021) in 30 June 
2020 annual reports. 
4 PRI’s own analysis of the top 20 shareholders disclosed by ASX100 companies (as of 18 August 2021) in 30 June 
2020 annual reports. 
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the same sector.5 It's important to distinguish this against ‘cross-ownership’, which although is 

often used interchangeably with ‘common ownership’, represents an entirely different set of 

concepts. Whilst common ownership is based upon a third-party holding shares in competing 

companies, cross-ownership refers to the direct holding of a competitor’s shares, which may or 

may not be reciprocated by the competitor.6   

The PRI highlights the fact that there is a high degree of common ownership in the top 20 

shareholders of public companies listed in the ASX100, with a relatively small number of 

custodian banks listed in the top 20 shareholders for most companies in the ASX100. By way of 

an example, HSBC Custody Nominees (Australia) Limited is the largest registered shareholder 

for 70 companies in the ASX100. Large institutional investors (and custodian banks in particular) 

own shares in most (if not all) companies in the ASX and their role as agents makes analysis of 

influence based on common ownership more nuanced and complex. 

We are of the view that analysing the ownership of public companies highlights the difficulty in 

placing too great a focus on the legal ownership of public companies when attempting to 

understand the influence that investors have over the companies that they are invested in. 

This is due to the intermediated nature of supply chains in asset management which see 

institutional investors such as custodian banks, responsible entities for managed investment 

schemes, and trustees of superannuation funds relying on interconnected relationships of 

indirect or beneficial interest in underlying assets or investments. 

Substantial holdings 

In addition to the disclosure of the top 20 shareholders in annual reports, the Corporations Act 

2001 places obligations on public companies to disclose the details of substantial shareholders.7 

The definition of substantial holding is narrower than that used to list the top 20 shareholders.  

Substantial holding disclosures are required in relation to investors with 5% or greater of the 

shares with voting rights attached, and have the power to exercise, or exercise control over the 

voting rights associated with the security.8 Importantly, this definition is intended to identify the 

shareholders of public companies that can influence the companies that they are invested in. 

We suggest that substantial holding data is better suited than ordinary legal shareholding 

information for analysing the relationship between capital concentration and common ownership 

as substantial holding data is better aligned with the extent to which asset owners can influence 

public company investments. 

Appendix B represents the substantial shareholders for the ASX100.9  

An immediate observation is the consistent presence of a small number of institutional investors 

within the list, primarily BlackRock Group and the Vanguard Group,Inc,  

However, whilst represented across 53 of the 100 companies noted, the holdings are relatively 

small in proportion to the total number of shares available and rarely exceed 7%. These entities 

sit among other investor types, including custodians, other investment managers, 

superannuation trustees, public companies, sovereign wealth funds and even a select few 

individual investors.  

 
5 Dallas G., Common ownership: do institutional investors really promote anti-competitive behaviour?, ICGN Viewpoint, 
October 2018, viewed online at https://www.icgn.org/common-ownership-do-institutional-investors-really-promote-anti-
competitive-behaviour, on 19 August 2021. 
6 OECD (Organisation for Economic Co-operation and Development), 2017, Common Ownership by Institutional 
Investors and its Impact on Competition, Background Note, https://one.oecd.org/document/DAF/COMP(2017)10/en/pdf, 
accessed 29 August 2021.  
7 Corporations Act 2001 (Cth) s 671B. 
8 Corporations Act 2001 (Cth) s 9. 
9 ASX public data as at 20 August 2021 of ASX100 index at 30 June 2020. 
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Conversely, a review of publicly listed small cap companies (specifically those with approximately 

$100m market capitalisation) displays a disparate substantial shareholder registry, with a lower 

holding by institutional investors and an increased number of individual investors or other private 

companies holding these shares.10 

The influence of capital concentration and common ownership on markets, 

including on investment decisions, market behaviour, competition and any 

other relevant factors 

Key points & recommendations 

■ Further empirical data and analysis is required to determine the real, rather than 
theoretical influence capital concentration and common ownership has on investment 
decisions (if any). 

The PRI agrees generally that capital concentration and common ownership have increased in 

the past several decades, not only in Australia but worldwide.11 The institutional investors in 

Australia that are purportedly contributing to this increase include superannuation funds, 

investment managers, as well as passive investment vehicles such as issuers of Exchange 

Traded Products (ETPs) and managed investment scheme trustees. It is important to therefore 

recognise that the ultimate beneficiary of these investments is the working class Australian 

individual investor, who is often seeking a strong but stable return over the long term. 

The PRI understands these changes are a natural result of the increase in individuals trusting 

and expecting institutional investors to manage and invest money on their behalf. These changes 

also result from institutional investors, who oftentimes have fiduciary obligations to their 

beneficiaries, seeking to hold a diversified portfolio, which can result in holdings in multiple 

companies in the same sector.  

As Andrew Leigh and Adam Triggs recognise in their paper Common Ownership of Competing 

Firms: Evidence from Australia12 the full picture of capital concentration and common ownership 

in Australia is yet to be fully investigated, including the effects capital concentration may have on 

corporate behaviour and whether companies with common owners behave differently to those 

that do not have common owners. The Australian Competition and Consumer Commission 

similarly recognised late last year that while the OECD has indicated that further analysis of 

common ownership is needed, no such inquiry or review of the Australian Financial System, 

including the Productivity Commission's review into the provision of financial services and the 

Royal Commission into Misconduct in the Banking, Superannuation and Financial Services 

Industry, raised concerns about common ownership, in superannuation specifically.13   

The PRI further notes that no recent inquiry or review that has considered the superannuation 

industry (and the PRI would go further to suggest that no recent inquiry or review of Australian 

 
10 Market Index, List of ASX Companies, Market Index (24 Aug 2021) https://www.marketindex.com.au/asx-listed-
companies, accessed 24 Aug 2021.  
11 For example, one paper suggests that from 1980-2017, "the percentage of publicly traded U.S. firms that have a 
common owner has increased from 10% to over 80%." Li, Q., Ni, X., Yeung, P. E. & Yin, D. (2021). The information 
advantage of institutional common owners and its stabilising effect on stock price crash risk. Available at SSRN: 
https://papers.ssrn.com/sol3/papers.cfm?abstract id=3871539  
12 Triggs, A., & Leigh, A. (April 2021). Common ownership of competing firms: Evidence from Australia, Discussion 
Paper Series, IZA Institute of Labour Economics.  
13 Australian Competition and Consumer Commission (10 September 2020). Superannuation industry in Australia – 
ACSI & common shareholdings, ACCC Minute 
https://foi.accc.gov.au/sites/foi.accc.gov.au/files/repository/ACCC%20FOI%20Request%2031-2020-2021%20-
%20Document%201.pdf  
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asset owners and investment managers more generally) has identified concerns about common 

ownership.  

Irrespective of capital concentration and common ownership, the PRI notes that investors’ 

investment decisions are dictated by their respective legal duties, which differ according to their 

legal structure. The type of investor and associated investment management agreements have a 

significant impact on the ability to exert influence over investment decisions.  

Further empirical data and analysis is required to determine the real, rather than theoretical, 

influence capital concentration and common ownership has on investment decisions (if any).  

The changing influence between individual investors and small funds, 

compared to larger funds, as a result of capital concentration and common 

ownership 

Key points 

■ Any alleged impact that capital concentration and common ownership in Australia may 
have on the influence between different sized investors is purely hypothetical at this 
time.  

■ Investors’ ability to influence companies is limited to their class of shares, relative 
proportion of shareholding, and stewardship approach.   

■ The PRI’s signatories, like many other institutional investors, are committed to 
undertake stewardship activities that support Australian companies to create long term 
value. 

■ Stewardship should be encouraged to mitigate systemic risks to business, like climate 
change, and create positive, real-world impacts.  

■ Any investigation into the influence of capital concentration and common ownership on 
investment decisions should also review how these concepts impact the stewardship 
activities of various investors. 

The full extent of capital concentration and common ownership in Australia and the influence 

these concepts have on markets, including investment decisions, has not been investigated in 

Australia. Without this research, it is unclear and too premature for anyone to articulate how 

these theoretical concepts impact the influence that different sized investors may have on public 

companies.  

What is currently clear is that investors’ influence is impacted by: 

1. the class of shares held and their associated rights; 

2. the relative proportion of shareholding; and 

3. an investor’s stewardship approach.  

Additionally, beneficial owners’ interests may, in certain circumstances, impact how some 

shareholders’ exercise their influence over public companies. For example, custodian banks may 

give beneficial owners the right to provide them with directions or instructions with respect to their 

rights to influence public companies, such as proxy voting. In practice, the influence a beneficiary 
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may exert over a public company is a complex issue. It is dictated by the contractual and 

fiduciary relationship that exists between the ultimate beneficiary and the shareholder.  

Class of shares and associated rights 

Investors’ influence over a public company is predicated upon the class of shares they hold and 

associated rights. Holding ordinary shares, for example, imposes certain rights on a shareholder, 

such as the right to vote at a general meeting.  

Other types of investment which do not provide the investor with the same capacity to influence 

the public company include classes of shares without voting rights, derivatives, indirect exposure 

via managed funds or ETPS.  

Relative proportion of sharing 

The influence that an investor can have over public companies is also closely correlated to the 

relative size of their shareholding as a proportion of the total shares on issue or voting rights. 

Substantial shareholder data demonstrates that large institutional investors with substantial 

holdings typically only hold less than 10% of the voting rights in public companies. This provides 

these shareholders with some relative power to influence public companies. However, it does not 

follow that they will in fact exercise this power.14 

Smaller investors (such as SMSF trustees or individual investors) invested directly in public 

companies generally hold a lower proportion of the shares in public companies and are unlikely 

to be able to exercise any individual influence due to the relatively non-substantial proportion of 

ownership. Although uncommon, there are exceptions. This includes individual investors involved 

in the management of mid-cap and small-cap public companies, with significant and sometimes 

preferential classes of shares.  

Stewardship approach  

Investors’ influence over public companies is also affected by their stewardship approach. 

Stewardship, which is also known as active ownership, is the use of influence by institutional 

investors to maximise overall long-term value, including the value of common economic, social 

and environmental assets, on which returns and clients’ and beneficiaries’ interests depend.15 

When becoming a signatory to the PRI, asset owners and investment managers must commit to 

Principle 2 (among other principles), which states: “We will be active owners and incorporate 

ESG issues into our ownership policies and practices.”  

Stewardship is one of the most effective mechanisms to reduce risks, maximise returns, and 

have a positive, real-world impact on society, the environment and the overall financial system. 

Achieving these outcomes is vital as systemic risks, like climate change, seriously threaten the 

long-term performance of Australian companies, investors’ portfolios, as well as the communities 

that shareholders’ beneficiaries – including individual, working class Australians – live.  

Stewardship of shares in public companies does not mean that shareholders are involved in the 

management of the companies that they are invested in. Rather, it creates a two-way dialogue 

for investors to explain their expectations of management in relation to preserving long term 

value, managing risks, and responding to opportunities. It also enables companies to inform 

investors of their strategy and business model and understand emerging risks.   

Institutional investors, including the PRI’s signatories, want Australian companies to succeed and 

create value, not only now but also for the long term. Facilitating stewardship is vital to achieving 

this goal. It enables public companies to respond to and weather global trends. For example, with 

their specialised insights and knowledge, investors are cognisant of the systemic risks and 

 
14 Fichtner, J., Heemskerk, E. M., & Garcia-Bernando, J. (2017). Hidden power of the Big Three? Passive index funds, 
re-concentration of corporate ownership, and new financial risk. Business and Politics, 19(2), 298-326.   
15 Principles for Responsible Investment. About stewardship. https://www.unpri.org/stewardship/about-
stewardship/6268.article.  
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opportunities posed by climate change across industries and regions. They are increasingly 

stewarding public companies to respond to climate change (including its physical, transitional, 

reputational and other financial risks), through collaborative investors initiatives and 

engagement.16 In turn, public companies are supported to transition their business strategies to 

mitigate climate change and its associated risks, and sustain long term value.  

Stewardship can and should also enable investors to pursue real-world sustainability impact 

aligned with governments’ commitments to the Sustainable Development Goals, the Paris 

Agreement and other sustainability issues.17 

The PRI recommends that: 

• If any investigation into the influence on capital concentration and common ownership on 
investment decisions is conducted, it should extend to reviewing how these concepts 
impact different sized investor’s stewardship activities.  

Policy responses to address these consequences, including by government, 

regulators and public companies 

Key points 

■ The evidence purporting to suggest that capital concentration and common ownership 
results in detrimental consequences is unreliable and incomplete and should not form 
the basis for policy responses. 

■ The risks associated with implementing a broad policy change without a full 
understanding of the problem to be solved are significant and will likely result in 
unforeseen consequences to the beneficial owner, most commonly individual working 
Australians. 

■ The PRI discourages any legislative changes, regulatory actions or policy responses 
that may limit the rights of investors to engage with public companies. 

Existing research on the consequences of capital concentration and common ownership is 

theoretical, incomplete, and significantly limited. It is highly inappropriate for legislative, 

regulatory or other policy responses to be introduced without further research on the real 

consequences of capital concentration and common ownership in Australia (if any exist).  

The PRI notes that possible policy responses have been proposed to address the hypothetical 

consequences of capital concentration and common ownership.18 However, the PRI disagrees 

with these proposals, particularly those that may limit stewardship.  

The PRI agrees with the position put forward in ICGN Viewpoint, that“[a] challenge to the rights 

of institutional investors with common ownership positions could deny a shareholder’s right to 

vote at general meetings or engage with both executive management and the board. These are 

 
16 Examples of investor climate initiatives include Climate Action 100+, Investor Group for Climate Change, and the UN-
Convened Net-Zero Asset Owner Alliance.   
17 For further explanation, see Principles for Responsible Investment. Active ownership 2.0: The evolution stewardship 
urgently needs. https://www.unpri.org/download?ac=9721; Freshfields Bruckhaus Deringer. (2021). A legal framework 
for impact: Sustainability impact for investor decision-making. https://www.unpri.org/download?ac=13902  
18 This includes limiting the percentage of equity owned by an individual investor with multiple holding in the same 
sector, a requirement to only hold on company in any given sector or to restrict an investor’s rights to vote at AGMs or 
engage with companies. See Dallas, G. (2018). Common ownership: do institutional investors really promote anti-
competitive behaviour?, ICGN Viewpoint, viewed online at https://www.icgn.org/common-ownership-do-institutional-
investors-really-promote-anti-competitive-behaviour on 19 August 2021.  
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among the core principles of most stewardship codes found around the world, and to challenge 

these is to undermine the potential of investor stewardship and the voice of minority 

shareholders.  From this, prescriptive legislative initiatives to address potential anti-competitive 

aspects of common ownership would prompt nasty side effects that are likely to be much greater 

in negative impact than any problem they may be seeking to resolve.”19 

Further, given the importance of institutional investors’ stewardship in supporting Australian 

companies to respond to global risks and sustain value, it is imperative that their ability to engage 

with the management of public companies and vote at general meetings is maintained. Any 

policy response that would limit these rights, could potentially undermine the stability of markets 

and conflict with asset owners’ and investment managers’ duties to manage financial risks, 

including climate change risks.  

The PRI recommends that: 

• No broad policy change be implemented without a full understanding of the problem to be 
solved, especially in vulnerable times following a worldwide crisis caused by the COVID-
19 pandemic and the systemic risks posed by climate change.  

• No legislative changes, regulatory actions or other policy responses be introduced that 
may limit the rights of investors to exercise stewardship activities, including their ability to 
engage with public companies.  

• ACCC, ASIC, and APRA reinforce investors’ ability to engage with public companies and 
encourage investors to take further stewardship activities that pursue real-world 
sustainability impacts.   

  

 
19 Dallas, G. (2018). Common ownership: do institutional investors really promote anti-competitive behaviour?, ICGN 
Viewpoint, viewed online at https://www.icgn.org/common-ownership-do-institutional-investors-really-promote-anti-
competitive-behaviour on 19 August 2021. 
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