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ABSTRACT

This paper utilizes a unique database consisting of all electronically registered shareholdings of Finn-

ish stocks by more than one million individuals and institutions. These shareholdings cover more than

99.99% of the total market capitalization of Finnish stocks. Using these data, the paper documents

patterns in shareownership in Finland at June 1, 2000 and prior changes since 1995. The focus is on

the following issues: (1) the breakdown of the number of investors and the proportion of aggregate

investment wealth by institutional category; (2) the distribution of individuals’ investment wealth by

gender, age, mother tongue, municipality, province, and country of residence; (3) the distribution of

IPO investors’ gender and age; (4) the extent to which investors hold shares of companies headquar-

tered in the investor’s home municipality or province; (5) the concentration of individuals’ investment

wealth; (6) the number and socioeconomic attributes of individuals with at least one million FIM of

investment wealth and how their number depends on the overall level of stock prices; (7) portfolio

diversification; and (8) the relationship between a stock’s ownership structure and exchange listing,

industry, and market capitalization. Moreover, we report changes in ownership by investor category

and changes in individuals’ ownership concentration, diversification, and the distribution of owner-

ship by province.
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1. INTRODUCTION

This paper presents a descriptive analysis of shareownership patterns in Finnish listed compa-

nies in year 2000 using data from the Finnish Central Securities Depository (FCSD). Moreover,

the paper analyzes investments in initial public offerings (IPOs) and trends in the shareowner-

ship patterns. In many respects, the paper is an update of Ilmanen and Keloharju (1999) which

looked at shareownership patterns in Finland at the beginning of 1997. An important differ-

ence between the papers is that Ilmanen and Keloharju did not investigate IPO investments.

The present paper also provides a more detailed description of the portfolios and socioeco-

nomic attributes of wealthy investors and a more comprehensive analysis of trends in the share-

ownership patterns.

Our study reports the following issues: (1) the breakdown of the number of investors and

the proportion of aggregate investment wealth by institutional category; (2) the distribution of

individuals’ investment wealth by gender, age, mother tongue, municipality, province, and

country of residence; (3) the distribution of IPO investors’ gender and age; (4) the extent to

which investors hold shares of companies headquartered in the investor’s home municipality

or province; (5) the concentration of individuals’ investment wealth; (6) the number and socio-

economic attributes of individuals with at least one million FIM of investment wealth and how

their number depends on the overall level of stock prices; (7) portfolio diversification; and (8)

the relationship between a stock’s ownership structure and exchange listing, industry, and

market capitalization. Moreover, we report changes in ownership by investor category and

changes in individuals’ ownership concentration, diversification, and the distribution of owner-

ship by province.

The remainder of the paper is organized as follows. The next section describes the data.

Section three presents the empirical results. Section four summarizes the findings.

2. DATA

Our data include the initial balance in FCSD’s shareownership records at January 1, 1995 and

all changes in these records until May 31, 2000 for all publicly quoted companies represented

in the paperless system of share ownership and trading, called the Book Entry System. At the

end of the sample period, all but 2 domestic listed companies (Kylpyläkasino and SKOP) with

more than 99.99% of stock market capitalization were represented in the Book Entry System;

at the beginning of our sample period about 97% of the Finnish stock market capitalization

was included in the register.1 In all, there are about 25 million initial balance records and

1 In addition to the Finnish domiciled companies, our data include Nordic Baltic Holding and Danisco that are
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changes of ownership in our data. Since all changes in the records are stamped on the day of

transaction, these data allow us determine the ownership for each stockholder at any point of

time between the above two dates. In this paper we analyze registered stockholder ownership

records at seven separate dates: on January 1 from 1995 through 2000 and on June 1, 2000.

The Book Entry System entails compulsory registration of holdings for Finnish individuals

and institutions. Foreigners are partially exempt from registration as they can opt for registra-

tion in a street name. This means that their stockholdings are combined to a larger pool of

nominee registered holdings and cannot be separated from each other by scientific investigation.

We use the data to generate the following information for each shareholder and for each

point of time:2

• Investor identification number: from 1 to 1,050,230. Individual investors are initially

identified by their social security number and companies and other institutions by

their official registration number. With the help of this unique number the sharehold-

ings of an investor are kept separate from the shareholdings of other investors. For

security reasons, in our data, the unique identifying number is replaced by a unique

running number.

• Share class

• Number of shares

• Ownership type. FCSD classifies ownership into eight types of which only two have

practical significance: private ownership and nominee registered ownership.

• Investor category. This identifies the line of business or profession of the investor. It

is based on the 29-category system used by Statistics Finland. Our aggregation of the

categories results in 11 categories or less.

• Dummy variables for males and females (individual investors)

• Birth year (individual investors)

• Mother tongue (individual investors)

• Zip code. We designate investors with a post office box number to the respective zip

code.

• Country of residence

In addition, the data allow us to compute IPO allocations by investor and stock based on the

ownership change type. There are 50 IPOs with 179,630 different privately registered inves-

domiciled outside of Finland but have significant Finnish ownership.  The two other foreign domiciled com-
panies listed on the Helsinki Stock Exchange, Eesti Uhispank and Hansapank, are not included in the Book Entry
System.
2 For more details of the data, see Ilmanen and Keloharju (1999) and Grinblatt and Keloharju (2000a, 2000b,
2000c).
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tors in the FCSD sample. We compare the participation patterns in these IPOs to those from an

older sample. The older sample is the same as that used in Keloharju (2000). It includes age,

gender and zip code data from 85,384 investors who participated in 29 IPOs taken public by

Kansallis-Osake-Pankki and its investment bank arm Prospectus between 1987 and 1994. More-

over, the older sample includes data on all subscriptions made by proxy in one large branch

in the Greater Helsinki Area.

While our database includes comprehensive data on direct shareholdings, it does not cover

indirect shareholdings. Therefore, for example, the holdings of investment companies owned

by a single individual are considered to represent institutional ownership. For the same rea-

son, we do not consider individuals’ indirect ownership through mutual funds.

Many companies have listed two share classes one of which is attached with a greater

number of votes than the other. This makes the stocks imperfect substitutes for each other and

potentially gives rise to different owner clienteles. Therefore, we consider share classes with

voting power differences as separate stocks. Unlisted share classes are not analyzed in the

paper.

To put the data obtained from FCSD into perspective, we compare it to population statis-

tics detailed in Statistics Finland’s Statistical Yearbook in Finland 1995–99 and on its web page

and in Finland CD 1998 database. Statistics Finland’s data also allow us to aggregate zip code

level information to municipality and province levels.

3. RESULTS

3.1. Distribution of investment wealth by investor category

Table 1 shows the number of investors and their investment wealth by investor category. For-

eign investors are by far the largest investor category: at June 1, 2000, they owned 69.9% of

the market capitalization. Foreigners’ predominant role is largely due to their almost 90% own-

ership stake in Nokia which accounts for about two-thirds of the market capitalization on the

Helsinki Stock Exchange; without Nokia, foreigners would have a 32% ownership stake in

Finnish stocks. Domestic institutions own 20.2% and domestic household investors 7.0% of

aggregate investment wealth. The remaining 2.9% is attributable to miscellaneous ownership

categories and to investors whose institutional status is unknown.

The median investment wealth for household investors is 31,200 FIM, displaying a signifi-

cant increase from 1997 when it was only 8,100 FIM. The investment wealth for the median

household IPO investor is 72,200 FIM, suggesting that IPO investors are wealthier than inves-

tors at large. The most common investment, corresponding to median portfolio size, is an owner-

ship of 150 stocks of HPY Holding (currently Elisa Communications). These ownership stakes
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originate from ownership of one telephone share in the former HPY.3 Without HPY Holding,

the median household portfolio would be worth 19,100 FIM. As expected, households’ mean

portfolio, 223,800 FIM, is worth much more than the median portfolio. The difference be-

tween the mean and the median is driven by the fact that there are many investors with large

ownership stakes.

TABLE 1. Investment wealth by investor category at June 1, 2000.

3 The former HPY was a telephone co-operative operating in the Greater Helsinki Area.  Many people opening
a telephone connection with the HPY bought a share of the co-operative which allowed them to buy telephone
services at a discount.  These shares were converted into common stock when the co-operative was transformed
into a public company.
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Table 1 further investigates the distribution of investment wealth according to the catego-

rization of Statistics Finland. The largest shareholders in terms of their fraction of total market

capitalization are general government (10.1%), households (7.2%), non-financial corporations

(4.8%), financial and insurance institutions (2.8%), and non-profit institutions (2.2%).

Table 2 shows how the distribution of investment wealth has changed across investment

categories during the time period. Moreover, to take into account the stock exchange listings

that probably have had the largest impact on investment wealth and its distribution across

investment categories, we recompute the statistics at the four most recent points of time by

excluding Sonera, Helsingin Puhelin and HPY Holding.

As expected, the results clearly show that the role of foreign ownership has steadily in-

creased over time. Households and, to a lesser extent, non-profit institutions have experienced

a surge in ownership fraction after January 1999, whereas the ownership fractions of non-fi-

nancial corporations, finance and insurance institutions, and the general government have de-

creased. Households’ increasing role can probably be at least partly explained by the listings

of technology companies in which individuals as initial owners tend to account for a large

fraction of ownership.

3.2. Joint distribution of age and sex and the relationship between

investment wealth, age, and sex

Table 3 shows the joint distribution of age and sex for investors at large, for IPO investors in

1987–94 and 1995–2000, and for the entire Finnish population. Moreover, the table tabulates

the gender and age distribution of investment wealth. The mean age of male investors is 47.9

years and that of female investors is 50.2 years whereas the corresponding numbers for the

population are 37.5 and 40.8 years. In other words, male investors are on average ten years

and female investors nine years older than the population average.

A comparison of the overall investor population and the IPO investor population suggests

that IPO investors are younger than investors at large: male IPO investors are on average five

years younger and female IPO investors seven years younger than investors on average at the

time when they make their first IPO subscription. The average age of IPO investors in years

1987–94, 35.0 years for males and 35.9 years for females, is even lower than that for the 1995–

2000 period.

One plausible reason for the change in the age structure of IPO subscribers is the much-

discussed proxy subscriptions in the 1980s, which may have artificially lowered the average

age of the subscribers. One important motivation for collecting proxies from others is to split a

large order into several smaller orders. This allows large subscribers to take advantage of allo-

cation rules, which generally have favored small orders (Keloharju (1993)). In many cases the
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receiver of the proxy, not the proxy issuer, has been the actual end investor. Large-scale use of

proxies was probably much less common in the 1990s.

Keloharju (2000) examines the use of proxies in the 1980s by collecting data of their ac-

tual usage from one large branch from the Greater Helsinki Area. 42% of the number of sub-

scriptions placed in that branch, and 48% of the total subscription volume, were proxy sub-

scriptions. The proxy issuers had an average age of 30 years, i.e. they were five years younger

than the average subscriber in the sample. The relatively young age of the proxy issuers is

probably due to the fact that many of them were apparently underaged children of the receiv-

ers of the proxy. Moreover, the financial press has reported of investors who collected large

numbers of proxies from high school students in some hot offers.4

The shareownership patterns of males and females differ from each other. 54.1% of the

individual investors are males and 45.9% of them are females. Shareownership wealth is more

skewed towards males than the fraction of the number of investors: males own 65.4% and

females 34.6% of individuals’ combined investment wealth. Males’ ownership fraction has in-

creased somewhat from the beginning of 1997 when it was 63.0%. Relating our results to popu-

lation data suggests that 15.7% of Finnish males and 12.7% of females – 14.2% of the popu-

lation – own shares directly.

The gender distribution for IPO investors differs markedly from that for the general inves-

tor population. The fraction of males among IPO investors is 66.0%, i.e. 12 percentage points

more than among investors at large. In the older IPO sample, the fraction of males is lower,

63.3%. At least part of the difference between the fractions of male investors may be explained

by the different impact of proxy subscriptions. Keloharju’s (2000) data suggests that the major-

ity of the proxy issuers, 54%, were females whereas the overwhelming majority of the receiv-

ers of the proxies, 76%, were males. In other words, the fraction of female investors in the

1980s may have been artificially inflated by the fact that many of them were simply issuing

proxies to male investors who were the actual end investors.

Table 3 also reports the fraction of investors with at least one million FIM worth of shares

(henceforth, millionaires) by age and sex. As expected from the investment wealth figures, males

are more dominant among millionaires than among investors at large. Men account for 62.9%

for the millionaires, which is almost nine percentage points more than their fraction of all in-

vestors. Moreover, millionaires also tend to be more senior people than investors in general.

Millionaire males are on average 57.8 years, i.e. ten years older than investors at large. Mil-

lionaire females are on average 60.9 years old.

4 Kauppalehti May 5, 1988, p. 17.
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Figure 1 illustrates the proportion of inhabitants and investors in each age and sex cate-

gory. Figure 2 illustrates the proportion of inhabitants and IPO investors in each age and sex

category. Figure 3 compares the proportion of inhabitants in each age and sex category to the

proportion of investment wealth owned by the investors in this category.

Figure 4 displays individual investors’ mean wealth as a function of their birth year. Old-

er investors are on average wealthier than younger investors: for example, the mean wealth for

investors who were born in 1970 is 116,400 FIM whereas that for investors born in 1940 is

248,400 FIM. It is interesting to note that the mean wealth is approximately a linear function

of investor age whereas the median wealth (without HPY Holding), as shown by Figure 5, is

not5: the median investment wealth for investors who were born before 1942 actually tends to

be lower the older the investor is whereas for investors born after 1942 age is generally posi-

tively related to investment wealth.

FIGURE 1. Investors and population by age and sex. Investor data are from June 1, 2000 and
population data from January 1, 2000.

5 If HPY Holding is considered, the median investment is the same for most birth year cohorts.  As discussed
before, this is due to the fact that many investors own exactly 150 shares of HPY Holding, an outcome of their
former holding of one share of HPY.
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FIGURE 2. IPO investors and population by age and sex. Investor data are from 1995–2000 and
population data from January 1, 2000. The age of IPO investors is taken at the time of the first
subscription.

FIGURE 3. Investment wealth and population by age and sex. Investment wealth data are from June
1, 2000 and population data from January 1, 2000.
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FIGURE 4. Investors’ mean investment wealth as a function of birth year at June 1, 2000.

FIGURE 5. Median investor’s investment wealth as a function of birth year at June 1, 2000 (HPY
Holding excluded).
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3.3. Investment activity and wealth by zip code, province, and country

of residence

Table 4 shows how investment wealth in Finland is distributed across provinces. There are

substantial differences in investment wealth per inhabitant as well as in the relative frequency

of investor-inhabitants. In particular, the provinces of Ahvenanmaa and Uusimaa stand out:

the ratio of investor-inhabitants to all inhabitants is in Ahvenanmaa 33.5% and in Uusimaa

26.6% whereas the national average is 14.3%. The ratio of investor-inhabitants in Uusimaa is

largely driven by the Greater Helsinki Area in which 29.8% of the inhabitants own stocks. The

next-largest investment activity is in Pirkanmaa where 17.5% of the inhabitants own stocks.

The average investment wealth per inhabitant is in Ahvenanmaa 112,900 FIM and in Uusimaa

75,100 FIM (in Greater Helsinki Area 93,600 FIM) whereas the national average is 31,400 FIM.

The distribution of aggregate investment wealth by region gives a good idea of where

most of the stockownership wealth resides. Since the Greater Helsinki Area has much more

inhabitants than Ahvenanmaa, the Greater Helsinki Area accounts for the majority, 54.6%, of

shareownership wealth while Ahvananmaa accounts only for 1.8% of shareownership wealth.

Pirkanmaa and Varsinais-Suomi represent the second- and third-most important concentrations

of shareownership wealth with 7.0% and 6.1% of aggregate shareownership wealth, respec-

tively. Although not reported here formally, the geographic distribution of millionaires largely

resembles the geographic distribution of aggregate investment wealth.

Table 4 also shows the distribution of the number of IPO investors and the number of

investors at large by province. As expected, Uusimaa and the Greater Helsinki Area dominate

the number of investor statistics, although less clearly than the aggregate wealth statistics. Some-

what surprisingly, however, IPO investment is less concentrated to the Greater Helsinki Area

than investment at large. The Greater Helsinki Area accounts for 38.2% of all investors, whereas

it accounted for 33.4% of IPO investors in 1995–2000 and 29.9% of IPO investors in 1987–

1994. This below-normal IPO investment activity in the Greater Helsinki Area may simply be

a consequence of an above-normal IPO investment activity in the rest of Finland, which again

may be driven by the provinces where the IPO companies are headquartered. For example,

the large IPO investment activity in Pohjois-Savo in the period 1987–94 is probably largely

due to the success of the IPO of Olvi, a company based in Iisalmi in Pohjois-Savo. This may

be because of the so-called distance effect or home bias, i.e. that investors are more likely to

invest in companies located nearby (section 3.5. of the paper will demonstrate that the dis-

tance effect figures importantly for investors residing outside of the Greater Helsinki Region).

This effect is further strengthened by the fact that employees – who tend to live close to the

headquarters of the company – are often issued shares at a discount and they tend to be awarded

relatively larger allocations of shares in the event the IPO is oversubscribed.
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Figure 6 gives a more accurate description of the geographical distribution of shareown-

ership by illustrating the number of investors per inhabitant figure at the zip code level. The

graph shows clear concentration in investment activity in the Greater Helsinki Area, Ahvenan-

maa, Pirkanmaa, Pohjanmaa, and Varsinais-Suomi. Figure 7 shows the distribution of invest-

ment wealth per inhabitant at the zip code level. Overall, there appears to be much less struc-

ture in the distribution of investment wealth per inhabitant than in the number of investors per

inhabitant.6

Table 5 examines trends in ownership patterns by province. The Greater Helsinki Area

has tended to increase its share of shareownership wealth over time (from a 45.9% in January

1995 to 54.6% in June 2000), although roughly one-quarter of this effect is due to the listing of

HPY Holding in 1999 in which year Greater Helsinki’s ownership fraction increased by 6.1%

percentage points. Pirkanmaa experienced an analogous jump in shareownership wealth in

1998 when Tampereen Puhelin, a Pirkanmaa-based company, was listed. The rise and fall of

Raisio’s share price probably largely explains the changes in Varsinais-Suomi’s fraction of in-

vestment wealth. Somewhat surprisingly, Pohjois-Pohjanmaa – which includes the Oulu re-

gion that performed economically very well in the late 1990s – does not seem to show any

clear trend in shareownership wealth fraction.

Table 6 shows the distribution of the number of investors and investment wealth by coun-

try of residence. As explained, nominee registered investors – which account for about 99% of

all foreign shareholdings – are not included in the analysis because they cannot be separated

from each other. By far the largest number of foreign investors are Swedish individuals and

institutions, followed by the residents of the U.S., Germany, and the U.K.

The median investments into Finnish stocks by individuals residing abroad are generally

in the order of 27,000 FIM – 65,000 FIM, i.e. of the same order or larger than those of the

entire investor pool (31,200 FIM). The countries with the largest proportions of aggregate for-

eign investment wealth are, somewhat unexpectedly, Sweden, Denmark, Spain, and France.

3.4. Investment wealth and mother tongue

Table 7 investigates how mother tongue is related to investment wealth. The Swedish-speak-

ing minority (5.7% of the Finnish population) is much wealthier than the Finnish-speaking ma-

jority (92.5% of population): the average investment wealth of Finnish-speaking Finns owning

stocks, 191,500 FIM, is less than one-third of the investment wealth of Swedish-speaking Finns

owning stocks, 602,100 FIM. The ratio of investor-inhabitants to all inhabitants is also greater

6 We experimented with a number different scalings in our investigation of the spatial structure of investment
wealth per inhabitant.  The results were largely similar to those displayed above.
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FIGURE 6. Number of investors per inhabitant by zip code.
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FIGURE 7. Investment wealth per inhabitant by zip code.
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TABLE 6. Investment wealth by country of residence at June 1, 2000.

TABLE 7. Investment wealth by mother tongue at June 1, 2000.
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for Swedish-speaking Finns (15.7%) than for Finnish-speaking Finns (11.6%). Therefore, the

value of the stock portfolio of an average Swedish-speaking Finn is more than four times as

large as that of an average Finnish-speaking Finn.

3.5. The influence of headquarters location on shareownership

Recent research has documented that investors tend to prefer to invest in stocks that are head-

quartered close to the municipality where the investor lives.7 This so called home bias or dis-

tance effect may arise, among other reasons, because investors are more familiar with these

companies, because they have superior information of these companies, or because they have

invested in these companies due to an employee or customer relationship.

Table 8 provides a simple analysis of the preference of investors to invest in companies

that are headquartered in the same municipality or province the investor lives in. Following

Grinblatt and Keloharju (2000c), we compute the following ratio to measure this preference:

Firm i’s shareowner weight for investors in the municipality of its headquarters

Firm i’s shareowner weight among all investors in Finland

The numerator is simply the number of individual shareowners of firm i residing in the

municipality the firm is headquartered in, divided by the sum, across all firms, of the number

of shareowners residing in that same municipality. The denominator is the comparable ratio

for all of Finland. As an example, take the real estate investment company Technopolis, which

has 1998 individual shareowners, 357 of whom live in its headquarters city of Oulu. Summing

the number of individual shareowners over all firms, we find that Oulu has 28,088 individual

shareowners, while Finland has 1,738,412 shareowners. The numerator for Technopolis’ ratio

is thus 357 / 28,088 while the denominator is 1998 / 1,738,412, making Technopolis’ ratio

11.06.

The results suggest that individual investors living in the headquarters municipality (prov-

ince) of a median company are 12.14 (6.82) times more likely to own the stock of that compa-

ny than the stock of other companies, provided that the company is headquartered outside of

the Greater Helsinki Area. For 60 of these 61 companies, an investor living in the headquar-

ters municipality of the company is more likely to invest in that company than in other com-

panies. The preference for institutions to invest in companies headquartered nearby is some-

7 Huberman (1998) observes that Regional Bell Operating Companies are more likely to be held by investors
who subscribe to their local telephone service.  Coval and Moskowitz (1999) document that mutual funds prefer
to invest in locally headquartered companies.  Grinblatt and Keloharju (2000c) find that, controlling for lan-
guage and cultural factors, distance figures importantly in the shareownership and trading patterns of both house-
hold and institutional investors.
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what smaller, although still very notable. However, Greater Helsinki Area headquartered com-

panies display much less distance effect than other companies. This is probably largely due to

the fact that these companies tend to be larger and more nationally known, attracting investors

from all over Finland.

3.6. Concentration of individuals’ investment wealth

Table 9 shows the degree of concentration in individuals’ shareownership. In June 1, 2000,

the richest 0.5% of individual investors owned 50.7% and the richest 1% 59.4% of the invest-

ment wealth of individuals. Similarly, the richest 0.5% of the entire Finnish population owned

71.6% and the richest 1% 79.1% of the investment wealth of individuals. It is useful to put

these figures into perspective by comparing them to U.S. figures. For example, the 1998 Sur-

vey of Consumer Finances, reported in Poterba (2000), finds that the richest 0.5% of the U.S.

households owned 41.4% and the richest 1% 53.2% of the share ownership wealth of individ-

uals in the U.S. In other words, shareowner wealth appears to be much more concentrated in

Finland than in the U.S. although, for instance, income is much more concentrated in the U.S.

than in Finland. Figure 8 illustrates the concentration of ownership in Finland and in the U.S.

by a Lorenz curve.

What accounts for this puzzling result? To begin with, the result is not due to the overall

level of participation in the stock market through direct shareholdings. According to 1995 Sur-

vey of Consumer Finances, 27.4 million Americans – 10.4% of the population – held stocks

directly in 1995, whereas the analogous figure in Finland in June 2000 was 14.2%.8 In other

words, direct equity ownership is relatively more common in Finland than in the U.S. (although

indirect ownership e.g. through mutual funds is much less common in Finland).

The difference in the method of sampling is probably a much more important determi-

nant of the result. The Finnish results are based on ownership by individual investors, whereas

in the U.S. all the ownership concentration results are from the household level, i.e. individu-

al investor data are pooled to a family level.9 Since household level data pool wealth from

several (at least one, and often two or more) individuals, ownership at the household level will

generally display less variation than ownership at the individual level. This means that we

should expect to find less concentration of ownership at the household level than at the indi-

vidual level. Unfortunately we do not know how much the unit of analysis – household vs.

8 New York Stock Exchange’s Shareownership 1998.  Between 1992 and 1995, the number of U.S. investors
with direct shareholdings actually decreased from 29.2 to 27.4 million.  If the trend has continued, the fraction
of the population with direct shareholdings should be less today.
9 We have no data on family relationships, which makes it impossible to aggregate our results to the household
level to make them comparable to the U.S. figures.
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TABLE 9. Proportion of individuals’ total investment wealth owned by the richest n% of individual
investors and by the richest n% of population.
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individual – affects our results, but its effect should be very large to turn around the result that

shareownership in Finland is more concentrated than shareownership in the U.S.

Table 9 also shows how the concentration of ownership has evolved over time. A useful

summary measure of ownership concentration is the Gini coefficient, which is defined as two

times the area between the straight line and the Lorenz curve. By definition, the Gini coeffi-

cient varies between 0 and 1, with larger numbers indicating larger degrees of concentration.10

Our results show that the shareownership concentration by Finnish individuals has in-

creased almost monotonically during the sample period. The Gini coefficients, computed from

ownership among investors, increased from 0.859 in 1995 to 0.884 in June 1, 2000. The Gini

coefficients based on the entire population are naturally much larger. At the end of the sample

FIGURE 8. Distribution of individuals’ investment wealth. The Finnish shareownership data are from
the individual investor level and from June 1, 2000. The U.S. ownership data are from the household
level and from 1998 Survey of Consumer Finances.

10 Following Deltas (2000), the Gini coefficient is estimated as 2cov(y,ry)/(nE(y)), where n is the number of indi-
viduals sampled and cov(y,ry) is the covariance between shareownership wealth, y, and the ranks of individuals
according to their shareownership wealth, ry, from the poorest (ry = 1) to the richest (ry = n).  The U.S. Gini
coefficient for 1998 is estimated assuming a piecewise linear Lorenz curve.
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period, the Gini coefficient for Finnish individuals was 0.983, whereas the Gini coefficient for

U.S. households in 1998 was approximately 0.96.

There are at least two potential reasons for the increase in ownership concentration in

Finland. First, mutual funds have become much more popular than what they were at the be-

ginning of the sample period. For example, on June 1, 2000 the total number of owners in

equity-linked mutual funds investing mostly in Finland was 155,000, whereas the correspond-

ing number was only 45,000 in January 1997.11 Given the fixed costs involved with small

direct shareholdings, it is understandable that particularly small investors have sold their di-

rect shareholdings and become customers of mutual funds. Second, the recent success stories

in many Finnish information technology companies have generated significant amounts of

shareownership wealth. In many cases, and particularly in newly listed companies, this share-

ownership wealth has been concentrated in the portfolios of a relatively small number of

shareowners.

3.7. Wealthy investors

Table 10 presents the number of investors with different portfolio sizes and how the number of

wealthy investors has evolved over time. The table indicates that on June 1, 2000 there were

18,398 investors with at least one million FIM of shareownership wealth (henceforth, million-

aires) and 4006 investors with at least 5 million FIM worth of shares (henceforth, 5-million-

aires). Nokia is an important component in many millionaires’ portfolios. Excluding owner-

ship in Nokia would reduce the number of millionaires to about one-half, 9530. Excluding

ownership in Sonera would reduce the number of millionaires only modestly, to 17,478.

Table 10 indicates that between January 1, 1995 and June 1, 2000, the number of mil-

lionaires increased by 450% and the number of 5-millionaires increased by 900%. Of course,

the increase is largely due to the overall bull market during the same period. To assess how a

change in the overall market level would change the number of millionaires, we computed

the number of millionaires as of June 1, 2000 assuming that the general index would change

by ±40% or less and that all stocks would experience exactly the same relative price change.

Regressing the logarithm of the change in the number of millionaires against the logarithm of

the change in the index gives us a “millionaire elasticity” of 0.89. This means that a 1% in-

crease in the general index level would be expected to increase the number of millionaires by

0.89%. Similarly, we estimate that a 1% increase in the general index level would be expected

to increase the number of 5-millionaires by 1.05%. In other words, a stock price change of the

11 HEX Mutual Fund Report, January 1997 and May 2000.  The number of investors statistics include some
double accounting because an investor may invest in several funds.
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same magnitude is expected to change the number of wealthy investors relatively more than

the number of less wealthy investors. An investigation of the relative changes in the number of

investors at different wealth levels confirms that this result seems to hold also more generally.

3.8. Portfolio diversification

Table 11 describes the diversification of stock portfolios. Most individual investors hold poor-

ly diversified portfolios: 56.2% of individual investors have only one stock in their portfolio

and 18.2% hold two stocks. This result is not driven by the more than 250,000 shareholders of

HPY Holding: if we exclude HPY Holding from the analysis, the proportion of single-stock

portfolios decreases only to 54.3%. Also institutions hold poorly diversidfied portfolios: 55.7%

of them hold only one stock and 17.7% two stocks. The average number of stocks held is 2.4

for individuals and 2.9 for institutions. Household portfolios have thus become somewhat more

diversified after 1997 when the average investor’s portfolio had only 2.0 stocks. A likely ex-

planation for this pattern is that during the recent years many small shareholders have sold

their direct shareholdings, perhaps to improve diversification by investing the proceeds in mu-

tual funds.

Because of, among others, the fixed costs in each securities transaction, large portfolios

tend to be better diversified than small portfolios. On average, household investors with at

least one million FIM worth of shares hold 9.3 stocks. However, even many relatively large

investors hold ill-diversified portfolios. For example, 5.5% of the millionaires hold only one

TABLE 10. Number of individual investors by size of portfolio.
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TABLE 11. Patterns in portfolio diversification at June 1, 2000.
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stock, and 6.8% hold two stocks. About two-thirds of the one-stock millionaires have all their

shareownership wealth in Nokia.

3.9. Ownership structure and firm characteristics

Table 12 takes a brief look into how the ownership structure of publicly quoted share classes

is related to their exchange listing, industry, and market capitalization. To analyze the general

tendencies behind investment in different share classes, the table gives each share class an

equal weight. This obviously significantly downplays the role of large companies like Nokia,

which consitute the bulk of the market capitalization. Appendix 1 shows a detailed list of owner-

ship structure variables by share class. All reported differences in investor preferences in Table

12 are significant at least at the 5% level.

TABLE 12. The relationship between a stock’s ownership structure and its industry, exchange listing,
and market capitalization at June 1, 2000.
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Like in Japan, foreign investors prefer stocks listed on the main list and those with large

market capitalization (see Kang and Stulz (1997)). These are generally also the most liquid

stocks. Contrary to domestic institutions, foreign investors are relatively more invested in NM-

list companies than in I-list companies. Again, the difference in foreign investors’ preference

may be explained by the greater liquidity of NM-listed companies. Individual investors tend to

invest more in small stocks and those listed on the I-list and NM-list. Similar results have been

documented in the U.S. by Sias and Starks (1997).

There are also clear differences in individual investors’ preferences. Females invest rela-

tively more in stocks listed on the HSE main list and those with large market capitalization

whereas males prefer the more risky small stocks and those listed on the NM-list or I-list. These

differences in investment allocation are probably at least partly driven by differences in risk

tolerance: Jianakoplos and Bernasek (1998) find that single women are relatively more risk

averse in their asset holdings than single men or married couples. However, the results proba-

bly also reflect the fact that the bulk of the initial owners in many newly listed technology

companies are males, and that males tend to be relatively more active in intial public offer-

ings, another very risky class of stocks. Particularly in the NM-listed companies, which all

have been listed after June 1999, the June 1, 2000 ownership gender structure largely resem-

bles the gender structure immediately after the listing.

Age also influences investment allocation. The average age for the owners of NM-list com-

panies is almost ten years less than that for the main list companies, and more than seven

years less than for the I-list companies. This probably reflects the fact that both the initial own-

ers and the IPO investors in NM-list companies tend to be younger than investors at large.

4. CONCLUSIONS

This study documents patters in the ownership of Finnish shares on June 1, 2000 and changes

in these patterns in since the beginning of 1995. It utilizes a unique database which consists of

the shareholdings of approximately half a million individuals and institutions. The data origi-

nate from the Finnish Central Securities Depository (FCSD) which keeps track of the registered

shareholdings of all Finnish investors having invested in the stocks represented in FCSD. Prac-

tically all Finnish companies have joined the register, and it covers more than 99.99% of the

total market capitalization of Finnish stocks.

Our main findings are as follows:

• Foreign investors are by far the largest investor category with a 69.9% share of the

market capitalization. Foreigners’ predominant role is largely due to their almost 90%
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ownership stake in Nokia which accounts for about two-thirds of the market capital-

ization on the Helsinki Stock Exchange; without Nokia, foreigners would have a 32%

ownership stake in Finnish stocks. After foreigners, the largest shareholders in terms

of their fraction of total market capitalization are general government (10.1%), house-

holds (7.2%), non-financial corporations (4.8%), financial and insurance institutions

(2.8%), and non-profit institutions (2.2%).

• The role of foreign ownership has steadily increased over time. Households and, to

less extent, non-profit institutions have experienced a surge in ownership fraction

after January 1999, whereas the ownership fractions of non-financial corporations,

finance and insurance institutions, and the general government have decreased.

• 15.7% of Finnish males and 12.7% of females own shares directly. Males own 63%

and females 37% of individuals’ combined investment wealth. The median invest-

ment wealth for individuals who own shares is 31,200 FIM whereas the mean is more

than seven times as large as that, 223,800 FIM.

• Investment wealth tends to be concentrated to the more senior citizens. Male inves-

tors are on average ten years and female investors nine years older than the popula-

tion average. Investors with at least one million FIM worth of investment wealth are

on average about ten years older than investors at large.

• There are substantial differences in investment wealth per inhabitant as well as in the

relative frequency of investor-inhabitants across provinces. In terms of investment

wealth per inhabitant, Ahvenanmaa is the richest and Uusimaa is the second-richest

province in Finland. The average investment wealth per inhabitant in Ahvenanmaa

is 112,900 FIM and in Uusimaa 75,100 FIM (in Greater Helsinki Area 93,600 FIM)

whereas the national average is 31,400 FIM. Similarly, in Ahvenanmaa 33.5% and in

the Greater Helsinki Area 29.8% of inhabitants own shares directly. The national av-

erage is 14.3%.

• The Greater Helsinki Area accounts for the majority, 54.6%, of shareownership

wealth. Pirkanmaa and Varsinais-Suomi represent the second- and third-most impor-

tant concentrations of shareownership wealth with 7.0% and 6.1% of aggregate share-

ownership wealth, respectively.

• The Greater Helsinki Area has tended to increase its share of shareownership wealth

over time. Somewhat surprisingly, Pohjois-Pohjanmaa – which includes the Oulu re-

gion that performed economically very well in the late 1990s – does not seem to

show any clear trend in shareownership wealth fraction.

• In terms of investor numbers, Swedish individuals and institutions are the largest group

of non-nominee registered foreign investors in Finland. Residents of the U.S., Ger-
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many, and the U.K. are the next-largest groups.

• The Swedish-speaking minority is much wealthier than the Finnish-speaking majori-

ty: the average investment wealth of Finnish-speaking Finns owning stocks, 191,500

FIM, is less than one-third of the investment wealth of Swedish-speaking Finns own-

ing stocks, 602,100 FIM. The ratio of investor-inhabitants to all inhabitants is also

greater for Swedish-speaking Finns (15.7%) than for Finnish-speaking Finns (11.6%).

• Individual investors living in the headquarters municipality of a median company

are 12 times more likely to own the stock of that company than the stock of other

companies, provided that the company is headquartered outside of the Greater Hel-

sinki Area. The preference for institutions to invest in companies headquartered nearby

is somewhat smaller, although still very notable. Greater Helsinki Area headquar-

tered companies display much less of this distance effect than other companies.

• There are 18,398 investors with at least one million FIM of shareownership wealth

and 4006 investors with at least 5 million FIM worth of shares. Excluding ownership

in Nokia would reduce the number of millionaires to about one-half, 9530. Exclud-

ing ownership in Sonera would reduce the number of millionaires by 5% to 17,478.

A 1% increase in the general index level would be expected to increase the number

of millionaires by 0.89% and the number of 5-millionaires by 1.05%.

• The richest 0.1% of individual investors owns 32.6% and the richest 1% 59.4% of

the total investment wealth of individuals. Individuals’ ownership has become more

concentrated over time. Although it is not possible to unambigiously compare the

concentration of shareownership in Finland to that in the U.S., concentration of share-

ownership in Finland appears to be large compared with that in the U.S.

• Most investors hold poorly diversified portfolios: only 11.7% of individuals and 14.6%

of institutions hold at least five stocks in their portfolio. The average number of stocks

held is 2.4 for individuals and 2.9 for institutions. Even many relatively large inves-

tors hold ill-diversified portfolios. For example, 5.5% of the millionaires hold only

one stock, and 6.8% hold two stocks.

• Foreign investors prefer stocks which have large market capitalization and those listed

on the main list. Individual investors prefer stocks with low market capitalization,

and those listed in the I-list and NM-list.

• There are also clear differences in individual investors’ preferences. Females invest

relatively more in stocks listed on the HSE main list and those with large market cap-

italization whereas males prefer the more risky IPO stocks, small stocks and those

listed in the NM- and I-list. The more senior citizens prefer stocks with large market

values and younger investors IPOs and smaller companies.  �
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