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Abstract

This paper examines the relationship between conmmarership and dividend policy of firms. Using
a detailed dataset on investors’ holdings we firat tlividend policies of firms that anewly added
to a portfolio evolve towards the dividend policaddirms that are already in the portfolio of thew
owner. This relation is strongest for owners thratfanancial institutions that have high turnoveda
large portfolios. The effect is more pronounced mvithe new owner purchases firms with low
concentrated institutional ownership, high owngrghversity, high fraction of institutional invest
absence of a large controlling family owner and lownership of the CEO. Overall, our results
suggest that owners have a “dividend policy tasteg,influential in dividend decisions, and thatith
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1. Introduction

Common ownership, which refers to an owner in oompmany holding shares in at least one other
company, is an important global phenomenon. Formgka BlackRock is the single largest
shareholder of one fifth of all American firms (TEeonomist, 2013). The Big Three (BlackRock,
Vanguard and State Street) are the largest sitngleekolder in almost 90% of S&P 500 firms (UK
Business Insider, 2017). In Continental Europettpefive families own between 7% (Spain) and

25% (Portugal) of stocks in a country (Faccio aadd, 2002).

Previous literature has shown that common owneltségpan effect on the corporate finance strategies
of firms owned and specifically on the choicesafdrage and cash reserves (Semov, 2016), merger
and acquisitions (Matvos and Ostrovsky, 2008; Hdtfdenter and Li, 2011; and Brooks, Chen and
Zheng, 2016), management incentives (Anton, Ed&are, Schmalz, 2016), technological process
and innovation (Geng, Hau and Lai, 2016; and Kasky and Manconi, 2016), disclosure policy

(Jung, 2013), and governance practices (He, Huadghao, 2017).

However, to the best of our knowledge, there is editlence on the relation between common
ownership and dividend payout, which is one oféhsential corporate financial decisions. Different
types of owners have different “taste” for dividendramily firms might have a strong desire for
dividend (DeAngelo and DeAngelo, 2000, Sekerci, @0Financial institutional investors tend to

also to ask for a high level of dividends (Cranactnaud, and Weston, 2016). However, short
horizon institutional investors with a high porttoturnover are less likely to demand high dividend

(Gaspar, Massa and Matos, 2012). This finding ssitggthat high-turnover investors demand on
average a low level of dividends to firms they hdlthat is, they have a consistent “payout taste”

based on their turnover.

This paper investigates the relation between commwnership and firm dividend policy. More
specifically, we explore if a) investors do have‘mayout taste”, and if that depends on the
characteristics of their portfolio not only in tesrof turnover (similar to Gaspar, Massa and Matos,
2012), but also in terms of a number of sharegfgimr values and expertise; b) if this is the cakm®

for all type of owners (i.e. family firms); and a)nder what circumstances this taste can be
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implemented (e.g. type of existing ownership of tinm in terms of concentration, diversity, and
main existing owner’s identity). We focus on commmmners’ new purchasing activities, that is,
including a new stock in their portfolios. Previostidies only look at common ownelXisting

portfolios. In this regard, our study is also thiestf to investigate the portfolio formation

considerations of common owners.

Our analysis is based and extends the analysisasp#, Massa and Matos (2012) on paydlie

therefore mainly focus on dividend policy, whichaisvay to distribute cash to shareholders directly.
Hence, it creates an “immediate” outcome for thaditintional investor. This is as opposed to long-
term investments, such as R&D for which the invekts to stay in the firm long-enough to be able

to reap the related returns fronf it.

Analyzing 193 listed companies in Sweden from 20014 we are the first to examine the relation
between common ownership and dividend policy. Thedish setting offers us the advantage of
examining ownership by its type, e.g. institutioimdestors, family firms, CEOs and founders. We do
not focus only on the institutional investors assmof the previous literature. Similar data are
available also in other Scandinavian countries. &l@x, Sweden suits our purpose better because of
its higher variation in firm-ownership structurdsa¢cio and Lang, 2002). Furthermore, our sample
shares a common feature with the US market: thenityapf common owners are indeed institutional
investors. As underlined by Giannetti and Simor80g) “The Swedish stock market offers a unique
context in which to analyze issues related to itorelsehavior and corporate governance, and allows

conclusions to be drawn, which go well beyond theed@sh market®

Our results show that there is a positive relatietween dividend payout imlewandexistingfirms of

common owner’s portfolio. One standard deviatiooreéase in the weighted average portfolio

! Gaspar, Massa and Matos (2012) focus primarilpwaerall payout (dividend and stock repurchase)pagh
they also specifically analyze the relation betwaemstors turnover and dividends (Table 5 page.290our
paper the main focus is dividend policy but we @ealyze stock repurchases.

2 We also test if there is an effect of common owhigr on investment policy (capex and R&D), howewer
find no effect in our sample.

3 Giannetti and Simonov (2006), page 1511.



dividend vyield (1.51) is related to an increasel6f61% (1.51*0.11) of the dividend yield in the

newly purchased firfi.

Furthermore, our results show that this relatiosigmificant mainly when the co-owner is a finahcia
firm. Unlike family owners, institutional investotend to implement similar payout policies acrdss a
firms in their portfolios. In our sample this fimdj is mostly true for institutions with a high valu
portfolio and a high number of stocks in it. Preabiy, the owners have less incentive and time to
implement diversified payout policies as portfoliggow in size and number of firms (Kempf,
Manconi and Spalt, 2017). Moreover, co-owners mightable to influence dividend policies more
easily if they have a credible exit threat. Haviagge portfolios allows exiting from the firm in
guestion more easily. This credible threat of exight help better exert their dividend policy ireth
firm they own (Edmans and Manso, 2011). Finallg, ¢fffect on future dividends is more pronounced
among high-turnover owners. Owners with a shorestment horizon may focus more on changing

short-horizon corporate decisions (e.g. Gaspdr,e2Gi.2).

Our dividend “taste” effect might be purely duestdection: financial investors may target firmsttha
have similar payout ratio to the ones in their fodid. To address this concern, we investigate if
common owners with high dividend paying firms ieithportfolios target high paying dividend firms.

Our results show that this is not the case: co-osvitegeneral and financial co-owners in particular
do not hunt for firms that have similar dividendlipes to the ones they already have in their
portfolios. Furthermore our dividend “taste” effestsignificant and similar in terms of coefficiant

both in firms that were dividend payers and in frimat were non-dividend payers prior the co-

purchase, reinforcing the finding that co-ownersidbtarget a specific type of firm.

Next, we explore firm characteristics in terms wihership and governance. We expect that the new
co-owners have a strong power and are able to ienheesr dividend policies in firms characterized

by high institutional ownership dispersion and higiwnership diversity, which has been shown

* Or 7.3% of the dividend yield standard deviation.



leading towards lower coordination (Volkova, 201 Burthermore, family firms are more long-term
oriented (Anderson and Reeb, 2003) and poteniiedly inclined to accept the “dividend taste” of the
new owner. We expect the new financial owner toeHags power to implement its dividend policies
when the main existing shareholder is a family faimd to have more power when there is a high
fraction of institutional investors. Similarly, wexpect this to be the case also when the ownéeis t
CEO and/or the founder. In those cases the mastilgishareholders not only have long term (as in
the family) objectives, but also these objectives aligned with the management, making more
difficult for the new financial owner to implemeit$ dividend policies. Indeed, our results showt tha
new co-owners influence dividend policies in firmp with highly dispersed ownership; b) with
diverse ownership; c) with a high fraction of ihgfional investors; d) when the main existing

shareholder is not a family, the CEO or the founder

By using the information on the identity of ownetbeir portfolio composition, the governance

characteristics of firm purchased we are the fiossexamine if there is a relation between common
ownership and dividend policies. We are also thst fio show evidence of common ownership
practices in Continental Europe and the portfatiorfation considerations of common owners.

Our paper contributes to the literature on commameyship and firm corporate financial choices

(Brooks, Chen and Zheng, 2016; Semov, 2016; Harfdeshter and Li, 2011; and Matvos and

Ostrovsky, 2008) and common ownership and govemanactices (He, Huang and Zhao, 2017; He
and Juang, 2017; Edmans, Levit and Reilly, 2018; &ung, 2013). It also relates to the extensive
literature on institutional investors and theirerain firm policies in general (among the othersriear

et al., 2013; and Chemmanur, Hu and Huang, 201d)raparticular on dividend decisions (Crane et

al. 2016; Gaspar et al. 2012; and Grinstein anchigty, 2005).

The rest of the paper proceeds as follows. Se@igmesents the data, variable construction and
descriptive statistics. In Sections 3-4, we disdines methodology and empirical results including

robustness tests. Finally, in Section 5, we presemtluding remarks.

® Measured as in Volkova (2017): one minus the susgafred ratios of the different identity's sharesr total
firm shares.



2. Data and Variable Construction
2.1 Data

Our sample includes 193 firms (excluding the baak&l insurance companies) listed on the
NASDAQ-OMX stock exchange in Stockholm and domitila Swedefl. The Swedish market is a
well-developed stock market with 234% market cdigation to GDP ratio. Our sample offers a
setting with influential family owners and prevaienultiple block-holders. In these respects, iais
very representative sample for Continental Eur@pg. (Faccio and Lang, 2002; Bennedsen, Nielsen,
Pérez-Gonzalez and Wolfenzon, 2007; Maury and Bgjdf05; and Bach, 2010). Nevertheless, it is
also similar to the US setting in the sense thet tfajority of common owners are institutional

investors (see Summary Statistics below for moréh).

We collect accounting and firm characteristics deden Datastream and annual reports. Ownership
data are collected manually from the ownershiplztega provided by Modular Finance AB. All the
data used are collected as fiscal year-end valisunbalanced panel dataset covers the period from

2000 through 2014,

We focus on the top five owners in the firm owngysstructure. The ownership database offers data
on all types of owners, not only on institutional/éstors who are the focus of the prior literature
thanks to the comprehensive 13F database. Thead&taiso indicates whether a firm uses a dual-
class share structure. Individual holdings are @il as percentages of both total votes and cash
flow rights, when they are different. Moreover, thiémate shareholdings for each stock and each
investor are taken into account in the databasghé&umore, similarly to Ekholm and Maury (2014)
we do not have information about fixed income haddi or holdings of international stocks of our

investors. Yet, based on their work and the horas bierature (see Massa and Simonov (2006) for

® Fourteen foreign firms were removed from the sampl

" Our sample also extends Crongvist and NilssonZp@ime frame which is 1991-1997, as well as @i
and Simonov (2006)’s cross-sectional time settimgich exploits across-firm variation in year 20®oth
studies only use part of the ownership data frondivlar Finance AB (called SIS Agarservice AB baakith
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Sweden, and Grinblatt and Keloharju (2001) for &) we assume that Swedish investors hold

primarily Swedish stock’.
2.2 Variable Construction

In this section we describe how we construct ournmariables of interest, i.e. dividends and
measures of co-ownership. For the definitions btred variables used in this study, please see the

Table 1.
< Insert Table 1 about here

Previous studies only look at common owners’ exggtportfolios. Since our focus is on common
owners’ new purchasing activities, that is, inchglia new stock in their portfolios, we measure
common ownership in the following wa@o-purchasas a dummy variable taking value of 1 if the
firm is newly co-purchased by at least one co-ownemmon owner defined as an owner investing in
at least two firms in their portfolios), and O atlvese. Following Crane et al. (2016), Becker et al.
(2011), Chemmanur, He, Hu and Liu (2010) and Grahadh Kumar (2006) among the others, we
measure our dependent variable, dividends as digigesld, which is dividend paid per share as a
percentage of the share price. Accordingly, weudelthe market-to-book ratio on the right-hand-side
of our regressions to control for the variationhia dependent variable that comes from the changes
stock pricesPortDIV, the main explanatory variable, is calculatedhesvteighted average dividend
yield in the portfolio of the co-purchaser one ybkafore the new purchadeortDIVHighis a dummy
variable taking value of 1 if an average stockaowners’ portfolio of stocks pays above year-median
dividend yield, and 0 otherwis€o-purchaseFins a dummy variable taking value of 1 if the new co
purchase is done by an institutional investor, @ndtherwise;Copnois the total number of co-
purchases in the firnCopvoteds the total fraction of votes co-purchased inftha; andCopshares

is the total fraction of shares co-purchased irfithe

8 Ekholm and Maury (2014) restrict their sample hares of listed Finnish firms with the followinggament
stated in their footnote on page 907: “The Finr@@ntral Securities Depository (FCSD) shareholdgister
includes a relatively small fraction of foreign saties, as well as other securities than shares.”
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2.3 Summary Statistics

In this section, we first present an overview of eample in terms of how influential owners are.
Table 2 exhibits the percentage of shares heldhkbytop five owners. We note that the largest
shareholder holds on average a substantial fracticshares (22.8%). Yet, the minimum value of
0.2% regarding the largest shareholder’s holdimticates that some firms have dispersed ownership.
Moreover, our data show the presence of multippelitolders (shareholders that have more than 5%
of firm shares): the third owner in the ownershipicture is on average a block-holder, holding 5.8%
of firm shares. Finally, in Table 2 we show tha ftith largest shareholder has on average onB63.3
of the firm’s shares. This suggests that lookinthattop five owners is sufficient in investigatifap-

) owners’ influence in firm governance. Anothergea for choosing exactly five largest owners is
that usually the top 5 owners in Sweden are reptedein nomination committees which nominate

the board members (Dent, 2013), and therefore aa@ tmore direct effect on corporate polites.
<Insert Table 2 about here

In our sample family owners are large controllivgners. They have on average 25.7% of the shares
of firms. Financial institutions also hold signdigst amount of shares (16%). ‘Others’ category
includes: corporations, foundations and governnmestttutions. We note that investors belonging to

this ‘others’ categories are the least influertiads, they own only 5.4% of the shares.

Next, we present some key aspects of our dataysesihg univariate tests. Table 3, Panel A shows
the fraction of holdings by co-owner’s identity. Véaow that the majority of co-purchasers are
financial institutions. They buy a smaller fractiohfirm shares compared to family-co-purchasers.
Table 3, Panel B shows that not only financialifngbons but also family firms are co-owners: 13.2%

of family firms in our sample own shares in morarttone firm.

° Swedish listed companies have nomination comnsitteat have usually four to five members, and these
committees typically are formed by the represevgsatof the company’s major shareholders (Den20d.3).
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< Insert Table 3, Panel A and B about here
< Insert Table 4 about here

Lastly, in Table 4, we present the summary staisif the characteristics of the firm, sorted binbe
co-purchased or not. The two types of companies camparable. They are of similar size,
profitability; they have similar levels of dividendeld, leverage, market to book and capital

expenditure. Firms that are co-purchased have erage less R&D expenses.

3. Empirical Design

In the main analysis, we examine whether divideolitp in a newly co-purchased firm is similar to
dividend policy in other firms in co-owners porifol A positive relationship is in line with new

owners adapting dividend policies which are simitathe ones of the firms in their portfolio.

We examine the relationship between dividends inewly co-purchased firm and the average
dividends of the other firms in co-owners portfalising OLS methodology. Our empirical strategy
exploits portfolio composition of multiple ownersrfa single firm per year. We run the following

regression at a co-purchase level:
Divity1 = a+ - PortDivyy + X; 6+ Z; A+ €it1q 1)

where Div;;,,; (hamedFDIV in tables) is the firm-year level dividends in firmin year t+1,
PortDiv, ;is the value-weighted average dividends in thefplastof firms owned in yeat by theco-
purchaser of a firm X is a set of ownership related controls. In nmmegression specifications we use
HH Ownership- the sum of the squared ratios of the top fiveitutsonal investors' holdings over
total ownership. Z controls for a set of the follow firm characteristicsDIV is firm’s current
dividend yield.ROAis net income over total asseRD is research and development expenses over
total assetsCAPEXis capital expenditures over total asskiY is total liabilities over total assets.

MB is market-to-book ratiologASSETSs natural logarithm of total assets in SEK. Waitithe



concerns related to time- or sector-varying divii@olicies by augmenting regression (1) with year

and sector fixed effects;; is the error term clustered at owner level.

In regression (1), our coefficient of interestfs A positive and significant coefficient implies a
positive relationship between the dividend poliéyhe new firm and of the firms in the portfolioeth

owner has.

4. Results
4.1 Co-purchasers and Dividend Policy

This section investigates the relationship betwdigrdend policies in the firms that the co-purchrase
already has and the policies in the new firm thaiciguires. It also examines the variation of this
relationship depending on the co-owner’s identgywaell as the portfolio characteristics prior te th
new purchase. Finally, it investigates if the ghetdend level of the firm can explain the entryocof

purchasers in the firm.

In Table 5 we evaluate whether the dividend yielel is similar in the portfolio of firms that tlve-
owner holds and the next year dividend yield afma that it acquires. To be specific, we test ifnge
co-purchased by at least one co-owner can exptandividend yield of the firm newly acquired
(Table 5, Column 1). For this analysis, we use olam®ns at firm level. The coefficient ddo-
purchaseis insignificant indicating that firms whose stam-owners buy do not pay different levels

of dividends the next year after the co-purchase.

Using observations at a co-purchase level we exaifiim’s dividends using the variation across
dividend policies within portfolios of co-ownershé& positive and significant coefficient &ortDIV
suggests that the future dividend yield of the fand the average portfolio dividend yield of itsvne
co-owner are positively related (Table 5, ColumnR2)ms whose shares co-owners buy have similar
levels of dividend yield the next year after thepetwchase. Our results suggest that a copurchaser

with one percentage point higher average portfdiidend vyield raises dividend yield by 0.1
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percentage point in a newly acquired firm. The @ffe larger in firms co-purchased by owners with

high dividend-paying stocks in their portfolios fla5, Column 3).
< Insert Table 5 about here

Next, we investigate if the number of shares anthgaights the co-purchaser buys in the new firm
might matter for the future firm dividends. We irgtet thePortDIVHigh variable with measures of

shares and votes purchas&dhe cross-sectional variation in ownership dodsaffect shareholder’s

influence on firm’s future dividends (Table 5, Coln 4 and 5). This finding might be explained by
the fact that in Sweden, almost all the largestdeholders have their representatives on homimatio
committees which nominate the board members, andehthey tend to have similar importance in
the governance. Overall, the findings from Tablar& consistent with the premise that co-owners

tend to implement similar strategies across thepeonies that they owt: *?
< Insert Table 6 about here

We investigate if this positive relation betweetufe firm dividends andéortDIV varies depending

onwho this co-purchaser is. More specifically, we loaklee identity of the co-purchaser as well as
their portfolio size prior to the new purchase. ilentity of the co-purchaser is important since it
might affect their incentives over firm's decisidigo evaluate this conjecture, we re-run regression
(1), in the subsamples based on co-purchaser’ditglewe find that only the copurchasers that are
financial institutions impose their “taste” for ddend in the newly acquired firms (Table 6, Columns

1 and 2"

1 The unreported regression where we interacPieDIV continuous variable witopsharesjields similar
results. However, we report tiortDIVHigh* Copsharednteraction term results since it is easier t@fptet
when one of the constitutive terms is a dummy \dgige.g. PortDIVHigh).

™ In unreported tables we re-run our main table,|§d&busing sector*year fixed effects. We obtain ikim
findings to those reported in Table 5.

12 Following the literature, we also studied stocurehases, and ran our main regression by using the
repurchase variable instead of dividend payout.d&/eot obtain significant results which might besda the
low coverage we have for the stock repurchasealat#able for Sweden.

13 For institutional investors’ incentives over firdividends see Gaspar, Massa, Matos, Patgiri, afinRe
(2012); and for family owners’ incentives over dighds see Sekerci (2018).

4 Among the non-financials we have family and otHessdefined before) but others represent a smaatién
of our sample (see Table 3).
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Following Gaspar et al (2012), we also study thvduer of the co-owner. The average portfolio
dividend yield,PortDIV, for high turnover co-owners is 2.25, it is 2.48 fow turnover® Once we
split our sample into high and low turnover co-ovmeve observe that the coefficientRdrtDIV is
positive and significant in the sub-sample of higmover co-owners only (see Column 3 and 4 in
Table 6). In Gaspar et al (2012) both low- and Higimover investors impose firm's dividend
policies, however the coefficient and the t-statisbf the former were much lower than the latéare(

third), which is in line with our results.
< Insert Table 7 about here

Next, we investigate if co-purchaser’s expertisé partfolio size matter. We find that co-purchasers
are more able to insert their dividend taste iméirthat are in sectors where the co-purchaser has
expertise. We define a co-purchaser having a sepexific expertise if she is among the top 5
owners in at least one other firm in the same seend O otherwise (Table 7). Moreover, co-
purchasers’ portfolio size may add weight to tharsholder's bargaining power. Co-purchasers
might be able to influence dividend policies madr¢hiey have a credible exit threat (Edmans and
Manso, 2011). All else being equal, having a lgrgdfolio provides an easier exit from a firm. This
credible threat of exit might enable and hence helpwners insert their dividend policy more easily
To test this argument, we re-run our main spedifboaby splitting the sample based on co-
purchaser’s portfolio size. Co-purchaser’s portfgiize is measured in two ways:Nymber of Stocks

in Portfolio of the co-purchaser prior the new purchase, andoofolio Valueof the co-purchaser
prior to the new purchase. Sample-year-median sadve used to determine the cut-off points for the
splits. We find that co-purchasers with larger fodiis are more able to insert their dividend

strategies in the new firm they purchase (Tabl&olumn 3-6).
< Insert Table 8, Panel A and B about here >

Do co-owners purchase firms with similar dividertchegies, or do they co-purchase firms with
different dividend strategies, and then they mahkemt similar to their own dividend taste? To

evaluate potential reverse causality argument wamie if past dividend yield determines co-

 If we compare the dividend yield of the first ahitd tercile of our sample based on turnover.

12



purchasing activities. We control for a potentialobserved firm heterogeneity, by evaluating the
effect within the firm over the time by adding firffined effects to the regression (£)We show that
past firm dividends are unable to explain any effibllowing proxies of a co-purchase: 1) probapilit
of being co-purchased, 2) probability of being cwghased by an institutional investor, 3) probabili

of being co-purchased by an institutional investdro holds high dividing paying firms in its
portfolio prior to the co-purchase, 4) number ofpeomchases at a firm-year level, 5) fraction ofesot
co-purchased, 6) fraction of shares co-purchasetl/afraction of shares co-purchased by a findncia
institution which holds high dividend paying firnis its portfolio one year prior to the purchase
(Table 8, Columns 1-7). Overall, the estimates abl& 8 suggest that co-owners do not tend to co-

purchase firms that have similar dividend strategiethey hav¥.

However, it could be the case that the managefigtafe co-owners forecasts the increase or decrease
in future dividends of firms, and buy shares ofséhdéirms accordingly, i.e. they base their acqoisit
strategies not on the current dividends but onpiteglicted ones. Assuming that managers of co-
owners do not have inside information about firthsy will base their predictions of future dividend

on public information. We regress the current divid on all our controlsHH, ROA, RD, CAPEX,
LEV, MB, LogAsseaind year and industry dummies) and we save tted fitalues Divpr. Those
values should capture common trend in dividend gantswhich could be forecasted by managers. In
table 8 Panel B we use the same model of Panelt Avbueplace the lagged dividend with the fitted

ones,Divpr. Results are similar to the ones found in Panel A.
< Insert Table 9 about here >

Lastly, we investigate the relation for dividend/ges versus non-dividend payers. We find that our
dividend “taste” effect is significant in both -vitiend and non-dividend payers (Table 9). The
coefficient onPortDiv is not significantly different in both subsamplediich reinforces the argument

that co-owners do not target a specific type anfir

16 Alternative regressions using sector fixed efferesavailable from authors upon request.

" We further investigate in which other firm polisieo-purchasers with high dividend paying firmstieir
portfolios might insert their strategies. We do fimdl any significant pattern.
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4.2 Co-purchasers and Dividend Policy in DifferenOwnership Settings

The results in the previous section support theothgsis that co-purchasers can insert their didden
policy. In this section we investigate if co-purshes’ ability to influence depends on the firm's
ownership setting prior to the new co-purchase. fv& examine if institutional ownership
concentration, ownership identity diversity, as lwat the collusion potential between the co-
purchaser and the existing owners might mattecdgpurchaser’s influence. In Table 10 we split the
sample based on the level of institutional owngrstoncentration (Column 1 and 2), ownership
identity diversity (Column 3 and 4), and financidtgluence (Column 5 and 6). We measure the level
of institutional ownership-{H Ownershipas the sum of the squared ratios of the top figatutional
investors' holdings over total ownership. We cataDwnership Identity Diversitgas one minus the
sum of squared ratios of the different identitysres over total firm shares (following Volkova,
2017). The higher th®wnership Identity Diversityneasure is, the higher the heterogeneity among
different identity blocks is. We measufénancials’ Influenceas the total shares owned by
institutional investors that are among the top fiveners. In all sample splits, we use sample median
values as the cut-off points. In Column 1 and Zpnesent that the positive relation betw@&amDIV

and future firm dividends holds only in firms wililw level of institutional ownership concentration.
In other words, co-purchasers are more able tatitiseir dividend strategies in the new firm they

invest only if the institutional ownership is naghly concentrated prior to their arrival.
< Insert Table 10 about here >

We show that co-purchasers can materialize theideind strategies more in firms with a high
heterogeneity among different identity blocks (BafiD, Columns 3 and 4). We explain the result
with coordination problems among the different tygfeowners hampering their monitoring ability.
When monitoring intensity decreases, co-purchaseasway take the advantage of this situation and

insert their policies.

Our results also suggest that co-purchasers are afide to insert their dividend strategies when the
influence of the existing intuitional investors afready high (Table 10, Columns 5 and 6). The
collusion theory suggests that same identity owrter&l to collude whereas different identities
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monitor each other (Faccio et al., 2001; Maury &adluste, 2005). Since the majority of our co-
purchasers are institutional investors, the excgeasf influential institutional investors might vkoas
a collusion friendly setting for the co-purchasEhese co-purchasers might then collude with the

other financial institutions, and this collusiorabtes them insert their strategies more easily.

Overall, the results in Table 10 suggest that aafpasers can insert their dividend strategiesrmdi
with certain ownership-related governance settisgsh as firms with less concentrated institutional
ownership, with high diversity in owners’ identitgnd with a collusion friendly environment. These
settings can be associated with high-expected ggevsts, which suggests that co-purchasers are

more influential in high-agency conflict situations
<Insert Table 11 about here

Next, we study how the dividend “taste” intrusioaries with the role of the largest owner and her
characteristics. We evaluate this relationshipgisine largest owner’s voting power, identity, adlwe
as ability to entrench via holding dual-class skaférst, we show that the portfolio-firm dividend
relationship effect is stronger when the largesht@ws not a powerful owner in terms of voting tgh
(Table 11, Columns 1 and 2). This result is in livith the absence of large controlling owners hgvin
incentives to monitor the manager (Shleifer andhkys 1986) usually through either voice or exit
(Hirschman, 1970). Second, the effect is strongeemthe largest owner is not a family owner (Table
11, Columns 3 and 4). Agency costs are expectdak thigher in firms with no controlling family
owners (Anderson and Reeb, 2003) and our reswdténaine with the notion that family firms are
powerful owners able to limit institutional investoinitiations to change dividend policies. Thitde
positive relationship holds when the largest owdwas not hold dual-class shares (Table 11, Columns
5 and 6). Even though dual-class shares can refftectnchment (possibilities) for large owners, and
their existence is associated with lower firm vadunel overinvestment (Crongvist and Nilsson, 2003;
Wei and Zhang, 2008; and Gompers, Ishii and Met26H 0), they are not necessarily harmful for the
firm if the largest owner prioritizes the specifiom in their portfolio (Ravid and Sekerci, 2018).
Overall, Table 11 indicates that co-purchasersirdteential in environments where there are high

expected agency costs.
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< Insert Table 12 about here

Lastly, we investigate if the largest owner’s rakethe CEO or the founder of the firm plays a mole
the relation betweeRortDIV and future firm dividends. Table 12 reports theutes of this analysis.
Co-purchasers are more able to insert their siyategdividends in the new firm they buy if the
largest shareholder is not closely related to itime. Being the CEO (Columns 1 and 2 in Table 12) or
the founder (Columns 3 and 4 in Table 12) of the fin addition to being the largest owner of the
firm would give the largest owner more power, asdeatially mitigate potential agency problems.
Once again, we find that co-purchasers can be méiteential regarding their dividend strategies in
firms where expected agency costs are high, thahee the largest owner is not the CEO and/or the

founder.

5. Conclusion

Common owners is a global phenomenon today, andhibery and empirical evidence on them
indicate that they have different incentives fomfigovernance and market competition. This paper
contributes to the emerging stream of literaturecommon ownership. By using the information on
the identity of an owner and itportfolio of common stocks we are the first to examine the

relationship between common ownership and divigesiity.

We first note that 89% of our total co-purchasenésid.e., firms that a common owner has just added
it to their portfolio, in Sweden is conducted bgtitutional investors. This makes the Swedish sampl

similar to the US sample, where The Big Three (BRumck, Vanguard and State Street) are the
largest single shareholder in almost 90% of S&P 5@®s. The Swedish sample is also a

representative for Continental Europe in that fanfirms with influential owners are widely

observed, and multiple block-holders are widespread

We find that dividend payout in new and existingné of common owner’s portfolio is positively
related. This relation holds only in firms with @@n governance settings which are associated with

high expected agency costs; such as, less conhtvavnership and high ownership diversity, and
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absence of large controlling (family) owners. Conens’ portfolio characteristics also matter since
the relation holds for co-owners with a more cregéxitthreat (i.e., co-owners with larger portfolios,
and those with portfolios including a larger numbgstocks in it). We also find some support to the
collusion theory since common owne®em to insert influence more easily if there igady high
level of institutional ownership prior to their sal. Overall, our results suggest that common awne
are influential in dividend decisions, and thatithp@wer is dependent on governance, co-owner and

firm related factors.
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Table 1. Definition of Variables

Variables of interest

Co-purchase

PortDIV

PortDIVHigh

Co-purchaseFin
Copno
Copvotes
Copshares
CopFinHDIV

CopsharesHDIV

Other variables

Dummy variable taking value of 1 if fine is newly co-purchased by at least one co-owner
(common owner being an owner investing in at laagi firms in their portfolios), and 0
otherwise.

Weighted average dividend (yield) in thertfaio of the co-purchaser one year before the new

purchase.
Dummy variable taking value of 1 if anerage stock in coowners’ portfolio of stocks palyeve
year-median dividend yield, and 0 otherwise.

Dummy variable taking value of h#& hew co-purchase is done by a financial institytand 0
otherwise.

Total number of co-purchases in the firm.

Total fraction of votes co-purchased irfithe

Total fraction of shares co-purchaseukifirim.

Dummy variable taking value of 1 if thew co-purchase is done by a financial institutidriolv
holds high dividend paying firms in its portfolime year prior to the purchase, and 0 otherwise.
Total fraction of shares co-purchdsethe financial institution which holds high dieidd paying

firms in its portfolio one year prior to the purclea

Ownership Characteristics

HH Ownership

Fraction of votes
Dual-class
Identity

Ownership Identity Diversity

Financials' Influence
Largest Owner CEO
Largest Owner Founder
# of stock in portfolio
Portfolio Value

Portfolio Turnover

TurnoverOthers
Expertise

Firm Characteristics

Sum of the squared ratios of the iepihstitutional investors' holdings over total mavship.

% of votes held by the owner.

Dummy variable that equals 1 if the firas a dual-class share structure.
Dummy variables created to represent deaiity of the owner. It takes value of 1 if thermwis:
a) family (groups) or individuals, b) financial titation, c) others; and O otherwise.

One minus the sumauiared ratios of the different identity's sharesrdetal firm shares.

Total shares owned by insthal investors that are among the top five owner
Dummy variable that equals ldfiingest owner is the CEO.
Dummy variable that equéfishk largest owner is the founder.
Total number of stocks iretportfolio of the co-purchaser.
Size of the co-purchaser's portfoli
Following Gaspar et al. (2018% define the annual portfolio turnover as theorati purchases
and sales over one year in SEK normalized by SHHKevaf the portfolio by excluding the co-
purchased firm.
Average turnover of other sharehsltiaving at least one other firm in a co-purchdised
Dummy variable that takes value of 1 doapurchaser owns at least one other firm in #raes
sector, and O otherwise.

DIv
ROA

RD
CAPEX
LEV

MB
ASSETS

Dividend yield which is dividend per share aparcentage of the share price.
Return on Assets is calculated as net incometot&rassets.
Research and development expenses over totas.asset
Capital expenditures over total assets.
Total liabilities over total assets.
Market-to-book ratio.
Natural logarithm of total assets.

This table presents the definitions of all variallsed in this study.
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Table 2. Sample Overview

% shares by owner: mean stdev min max
1 22.8 14.9 0.2 72.8
2 9.3 6.2 0.1 38.8
3 5.8 3.4 0.1 24.4
4 4.3 2.4 0.1 15.9
5 3.3 2.1 0.0 15.7
TOP 5 45.8 17.5 0.0 91.0

This table presents the summary statistics on ithe $hares held by the top five owners. The firsiumn
orders the top five owners. Accordingly, the secoallimn presents the average firm shares held ésetkop
five owners, respectively. The last three columnssent the standard deviations, minimum and maximum
values of shares held by these top five owners.
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Table 3, Panel A. Holdings of Owners and Co-owners

Frequency Votes Shares Difference T-stat
Family 82 8.99 8.87 0.12 0.43
Financial 842 3.59 4.31 -0.72 -15.38
Others 18 4.52 5.10 -0.58 -1.48

Observations: 942

This table reports summary statistics on holdingsc@owners. The first column shows the number of
observations of co-owners for each identity catggaspectively. The second and third columns lagevbtes
and shares held by co-owners that belong to ardiffeidentity group. The last two columns show thean
difference tests between votes and shares aveshgesv

Table 3, Panel B. Number of Firms Co-owned

Number of firms Financial Family Others
co-owned

1 64.4% 86.8% 93.8%
2 11.9% 6.3% 5.4%
3 4.2% 2.6% 0.8%
>3 19.5% 43% 0%

This table reports summary statistics on the nurobérms co-owned by different type ab-owners.
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Table 4. Firm Characteristics

Co-purchased Non-copurchased
Mean Std. Obs Mean Std. Obs DifferenceT-stat
ASSETS 12.33 35.62 1,139 13.21 38.10 844 -0.88 3-0.5
ROA, % 0.68 18.92 1,135 0.28 20.18 848 0.40 0.44
RD, % 3.07 7.86 1,135 3.92 9.41 848 -0.85 -2.18
CAPEX, % 3.67 4.56 1,125 3.88 4.88 840 -0.21 -0.99
LEV, % 49.65 19.56 1,135 50.57 20.01 848 -0.92 21.0
MB 2.95 3.53 1,126 3.08 3.41 834 -0.13 -0.81
DIV, % 2.26 2.29 1,127 2.19 2.29 834 0.07 0.64

This table presents summary statistics on the charstics of firms that are co-purchased and rwt c
purchasedASSETSs total assets in billion SEKROA is net income over total asseRD is research and
development expenses over total assefPEXis capital expenditures over total asseBV is total liabilities

over total assetdB is market-to-book ratidIV is firm’s current dividend yield.
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Table 5. Co-purchasers and Dividend Policy

1) (2) (3) (4)
FDIV FDIV FDIV FDIV
Co-purchase 0.01
(0.12)
PortDIV 0.11*
(2.62)
PortDIVHigh 0.27* 0.33**
(2.62) (2.16)
Copshares 0.16
(0.08)
PortDIVHigh_Copshares -1.13
(-0.46)
HH Ownership 0.38 0.23 0.28 0.27
(1.25) (0.49) (0.59) (0.57)
DIV 0.61%* 0.55%* 0.55%* 0.55**
(18.59) (11.43) (11.61) (11.56)
ROA 1.24%*x 1.09%*=* 1.10%** 1.10%**
(4.97) (5.11) (5.22) (4.96)
RD -0.67 -1.09%* -1.09** -1.10**
(-1.40) (-2.64) (-2.63) (-2.60)
CAPEX 1.15 2.71 2.70 2.67
(1.18) (1.42) (1.44) (1.43)
LEV -0.13 -0.56** -0.55* -0.54*
(-0.58) (-2.04) (-1.95) (-1.97)
MB -0.00 0.01 0.01 0.00
(-0.32) (0.45) (0.44) (0.41)
logASSETS 0.06*** 0.06 0.06* 0.06*
(2.92) (1.66) (1.76) (1.72)
Constant 0.16 -0.28 -0.20 -0.17
(0.44) (-0.50) (-0.36) (-0.30)
Observations 1,937 942 942 942
R-squared 0.58 0.56 0.56 0.56
Cluster Firm Owner Owner Owner

Regressions are at a firm-year (Column 1) and purohase level (Columns 2-4) depending on the fo€dise
analysis. Dependent variablEDIV is firm’s dividend yield in year t+1Co-purchaseis a dummy variable
taking value of 1 if in year t the firm is co-puaded by at least one co-owner (common owner beingimer
investing in at least two firms in their portfoljpsand O otherwisePortDIV is the weighted average dividend
(vield) in the portfolio of the co-purchaser oneaydefore the new purchase (t-PprtDIVHigh is a dummy
variable taking value of 1 if an average stockdowners’ portfolio of stocks pays above year-medimidend
yield, and 0 otherwise (in year t-1). All the suipsent variables are defined in yeaCtpsharess total fraction
of shares co-purchased in the firdtd Ownershipis the sum of the squared ratios of the top fivaitational
investors' holdings over total ownershiplV is firm’'s current dividend yieldROA is net income over total
assetsRD is research and development expenses over taatsaSAPEXis capital expenditures over total
assetsLEV is total liabilities over total assetsIB is market-to-book ratidogASSETSs natural logarithm of
total assets. All regressions include year andosdioted effects. The standard errors are clustateirm level
(Column 1) or at owner level (Columns 2-4). T-sttts are in the parenthesis.
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Table 6. Dividend Policy and Co-purchaser's Identi and Portfolio Turnover

Co-purchaser: Portfolio Turnover:
Fin nonFin Low High
1) (2) (3) (4)
FDIV FDIV FDIV FDIV
PortDIV 0.12* 0.05 0.05 0.20**
(2.57) (0.37) (0.78) (2.30)
TurnoverOthers 0.05 0.15*
(0.47) (1.90)
HH Ownership 0.40 -3.68** 0.37 0.00
(0.80) (-2.38) (0.65) (0.01)
DIV 0.54%* 0.55%* 0.57** 0.51 %
(10.42) (3.42) (8.87) (6.23)
ROA 1.08*** 0.93 0.86** 1.30%**
(4.87) (0.86) (2.30) (2.83)
RD -1.20* -1.40 -1.43* -1.58
(-2.49) (-1.17) (-1.95) (-1.58)
CAPEX 2.65 6.42 1.05 5.47*
(1.25) (1.04) (0.39) (2.91)
LEV -0.50* -1.17 -0.47 -0.41
(-1.70) (-0.87) (-0.96) (-1.01)
MB 0.00 0.00 -0.02 0.02
(0.26) (0.06) (-1.05) (0.98)
logASSETS 0.06 0.09 0.06 0.04
(1.66) (0.62) (1.12) (0.82)
Constant -0.35 -0.25 0.40 -0.86
(-0.59) (-0.13) (0.44) (-1.09)
Observations 842 100 450 451
R-squared 0.56 0.61 0.58 0.58

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pevchase
(t-1). All the subsequent variables are definedy@ar t. TurnoverOthersis the average turnover of other
shareholders having at least one other firm in -pwechased firmHH Ownershipis the sum of the squared
ratios of the top five institutional investors' Himigs over total ownershiIV is firm's current dividend yield.
ROA s net income over total asseRD is research and development expenses over tatatsaSAPEX s
capital expenditures over total assdtkV is total liabilities over total assetMB is market-to-book ratio.
logASSETSs natural logarithm of total asse@o-purchaser Finis a dummy variable taking value of 1 if the
new co-purchase is done by a financial institutimg 0 otherwisePortfolio Turnoveris the annual portfolio
turnover and measured, following Gaspar et al. 2204s the ratio of purchases and sales over careily&SEK
normalized by SEK value of the portfolio by exclogithe co-purchased firm. The sample is split basethe
identity of the co-purchaser, financials (Fin) armah-financials (nonFin) (Column 1 and 2, respetyivéased
on the portfolio turnover (low vs. high) of the parchaser (Column 3 and 4, respectively). All regiens
include year and sector fixed effects. The stanaardrs are clustered at owner level. T-statistits in the
parenthesis.
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Table 7. Dividend Policy and Co-purchaser's Expertie and Portfolio Size

Expertise: # of stocks in portfolio: Portfolio Valu
Yes No High Low Large Small
1) (2 3) 4 ) (6)
FDIV FDIV FDIV FDIV FDIV FDIV
PortDIV 0.18*** 0.02 0.30*** 0.05 0.21* 0.07
(3.12) (0.22) (3.68) (1.00) (1.88) (1.59)
HH Ownership 0.41 -0.49 0.84 0.10 0.35 0.28
(0.87) (-0.48) (1.11) (0.22) (0.53) (0.40)
DIV 0.53** 0.61** 0.50%*** 0.62%* 0.47%+* 0.61*+*
(8.80) (5.21) (8.39) (10.68) (6.68) (9.35)
ROA 1.08*** 1.28* 1.07%* 0.93*** 1.25* 1.05%*
(2.89) (1.93) (3.96) (2.76) (2.45) (4.05)
RD -1.46** -0.07 -1.91%** -0.63 -1.45 -1.12%*
(-2.24) (-0.05) (-3.24) (-1.07) (-1.66) (-2.18)
CAPEX 3.93* 0.90 2.55 1.81 3.44 2.56
(1.73) (0.28) (0.70) (1.10) (0.99) (1.41)
LEV -0.60 -0.31 -0.50 -0.45 -0.52 -0.71*
(-1.64) (-0.41) (-1.00) (-1.10) (-1.11) (-1.88)
MB 0.00 0.03 0.00 -0.00 0.01 0.00
(0.02) (0.78) (0.24) (-0.11) (1.04) (0.00)
IogASSETS 0.05 0.10 0.04 0.04 0.08 0.03
(1.15) (1.24) (1.00) (0.91) (1.61) (0.48)
Constant -0.30 -1.19 -0.46 -0.00 -0.72 0.18
(-0.41) (-1.04) (-0.76) (-0.01) (-1.16) (0.20)
Observations 716 226 513 528 446 496
R-squared 0.55 0.63 0.57 0.58 0.54 0.59

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pewchase
(t-1). All the subsequent variables are definegéar t.HH Ownershipis the sum of the squared ratios of the
top five institutional investors' holdings overabbwnershipDIV is firm’s current dividend yieldROAis net
income over total asset®D is research and development expenses over tosetsa€APEX is capital
expenditures over total assdt&V is total liabilities over total assetdB is market-to-book ratidogASSET$
natural logarithm of total assetsxpertiseis a dummy variable that takes value of 1 if a aochaser owns at
least one other firm in the same sector, and Oraibe.# of stocks in portfoliohe total number of stocks in the
portfolio of the co-purchasePortfolio Valueis the size of the co-purchaser's portfolio. Thengle is split
based on the expertise of the co-purchaser (Coluammd 2, respectively); based on the number okstotco-
purchaser’s portfoliqColumn 3 and 4, respectively); and based on th#fgho value of the co-purchaser
(Column 5 and 6, respectively). All regressiondude year and sector fixed effects. The standaroremare
clustered at owner level. T-statistics are in theepthesis.
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Table 8, Panel A. Firm Level Determinants of Co-puchase

) @ ®3) 4 ®) (6) 7
Copurchase CopurchaseFin CopFinHDIV ~ Copno  Copvotes CagsshaCopsharesHDIV

LDIV -0.69 -0.53 0.39 -0.54 -0.05 -0.06 -0.08*
(-0.97) (-0.76) (0.59) (-0.49)  (-0.88)  (-1.04) 09)
LHH -0.27 -0.41* -0.31 -0.39 -0.03* -0.03 -0.01
(-1.09) (-1.76) (-1.32) (-1.21)  (-1.76)  (-1.37) 68)
LROA 0.09 0.17** 0.20%** 0.21*  0.01%*  0.01* 0.00
(1.01) (2.24) (2.67) (1.71) (2.25) (2.26) (0.72)
LRD -0.06 -0.37 -0.12 -0.27 0.01 0.00 -0.01
(-0.19) (-1.37) (-0.54) (-0.58)  (0.23) (0.11) (5)9
LCAPEX 0.35 0.60* 0.38 0.54 -0.02 -0.03 -0.02
(0.98) (1.80) (1.14) (1.10)  (-1.11)  (-1.08) (-1.11)
LLEV -0.01 0.00 -0.08 0.06 0.00 0.00 -0.01*
(-0.07) (0.04) (-0.77) (0.33) (0.26) (0.35) (-1.81)
LMB 0.01 0.00 0.01* 0.01 0.00 0.00 0.00
(0.93) (0.80) 1.77) (1.16) (0.64) (0.56) (1.54)
LIogASSETS -0.01 -0.00 0.02 -0.02 -0.00 -0.00 0.00
(-0.22) (-0.20) (0.74) (-0.61)  (-0.89)  (-1.01) ®)0
Constant 0.52 0.49 0.10 0.84 0.05 0.06* 0.02
(1.31) (1.29) (0.29) (1.42) (1.62) (1.74) (0.69)
Observations 1,806 1,806 1,806 1,806 1,806 1,806 8061,
R-squared 0.00 0.01 0.01 0.01 0.01 0.00 0.01

The table presents the coefficients of OLS regoessat a firm-year level. Dependent variables afindd at
year t, explanatory — at year t-Co-purchase(dummy variable taking value of 1 if the firm igwly co-
purchased by at least one co-owner, common owneg ke owner investing in at least two firms inithe
portfolios); Co-purchaseFinldummy variable taking value of 1 if the new caghase is done by a financial
institution); CopFinHDIV (dummy variable taking value of 1 if the new caghase is done by a financial
institution which holds high dividend paying firmsits portfolio one year prior to the purchaséppno(total
number of co-purchases in the firngppvotes(total fraction of votes co-purchased in the fir@ppshares
(total fraction of shares co-purchased in the firamdCopsharesHDI\{total fraction of shares co-purchased by
the financial institution, which holds high dividgpaying firms in its portfolio one year prior toet purchase).
LHH is a sum of the squared ratios of the top fiveitutsbnal investors' holdings over total ownersHiplV is
firm's dividend yield.LROAIs net income over total assetfD is research and development expenses over
total assets. CAPEXis capital expenditures over total assktEV is total liabilities over total assetsMB is
market-to-book ratiolLlogASSETSs one year lagged natural logarithm of total &ss&ll regressions include
firm fixed effects and are clustered at firm levielstatistics are in the parenthesis.
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Table 8, Panel B. Firm Level Determinants of Co-purhase

) 2 3) 4) (5) (6) 7
Copurchase CopurchaseFir CopFinHDIV ~ Copno Copvotes Copshares CopsharesHDIV

DIVpr 0.01 0.01 0.00 -0.01 -0.00 -0.00 -0.00%
(0.40) (0.78) (0.27) (-0.27) (-0.81) (-0.76) (-2.53)
LHH -0.33 -0.47% -0.49% -0.61%  -0.07%%  -0.07* -0.02
(-1.40) (-2.04) (-2.10) (-1.83) (-3.06) (-2.70) (-1.08)
LROA 0.17* 0.21% 0.18** 0.30%* 0.02%* .02+ 0.01*
(1.87) (2.55) (2.32) (2.31) (2.91) (2.97) (1.66)
LRD 0.22 -0.23 -0.04 -0.14 0.01 0.01 -0.01
(0.66) (-0.72) (-0.12) (-0.27) (0.15) (0.29) (-0.54)
LCAPEX 0.48 0.68 0.88* 0.68 -0.01 -0.01 -0.01
(1.03) (1.53) (1.91) (1.05) (-0.23) (-0.28) (-0.44)
LLEV 0.11 0.11 0.02 0.21 0.01 0.01 -0.00
(0.84) (0.87) (0.13) (1.18) (0.75) (0.96) (-0.43)
LMB 0.00 0.00 0.01 0.00 0.00 0.00 0.00
(0.46) (0.19) (1.18) (0.42) (0.02) (0.06) (1.31)
LIogASSETS ~ -0.03 -0.03 0.01 -0.07 -0.01* -0.01% -0.00
(-0.98) (-0.92) (0.21) (-1.47) (-1.97) (-2.06) (-0.44)
Constant 0.79* 0.74 0.23 1.46% 0.11%*  0.12% 0.03
(1.69) (1.64) (0.50) (2.13) (2.67) (2.72) (1.03)
Observations 1,517 1,517 1,509 1,517 1,517 1,517 1,509
R-squared 0.01 0.01 0.01 0.01 0.02 0.01 0.01

The table presents the coefficients of OLS regoassat a firm-year level. Dependent variables a&fendd at
year t, explanatory — at year t-Co-purchase(dummy variable taking value of 1 if the firm igwly co-
purchased by at least one co-owner, common owneg ksn owner investing in at least two firms inithe
portfolios); Co-purchaseFinldummy variable taking value of 1 if the new caghase is done by a financial
institution); CopFinHDIV (dummy variable taking value of 1 if the new caghase is done by a financial
institution which holds high dividend paying firmisits portfolio one year prior to the purchaséppno(total
number of co-purchases in the firngppvotes(total fraction of votes co-purchased in the fir@ppshares
(total fraction of shares co-purchased in the firamdCopsharesHDI\{total fraction of shares co-purchased by
the financial institution, which holds high dividg¢paying firms in its portfolio one year prior toet purchase).
LHH is a sum of the squared ratios of the top fivetutgdnal investors' holdings over total ownersHipVpr is
the firm’s predicted dividend yield, i.e. the fitewalue of a regression &flV (dividend yield on concurrent
LHH, ROA, LRED, LCAPEX, LLEV, LMB, LlogAsset, indusnd year dummied ROAis net income over
total assetsLRD is research and development expenses over taisdSCAPEXis capital expenditures over
total assetsLLEV is total liabilities over total assetsMB is market-to-book ratioLIogASSETSs one year
lagged natural logarithm of total assets. All rsgiens include firm fixed effects and are clustaaetirm level.
T-statistics are in the parenthesis.
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Table 9. Co-purchasers and Dividend Policy in Dividnd Payers vs. Non-dividend Payers

Dividend Payers Non-dividend Payers
1) (2)
FDIV FDIV
PortDIV 0.11* 0.13**
(2.01) (2.29)
HH Ownership -1.05* 0.79
(-1.82) (1.35)
ROA 7.03%** 0.55**
(5.09) (2.71)
RD -11.30%** 0.15
(-6.59) (0.55)
CAPEX 2.40 2.07
(1.02) (0.94)
LEV -0.73 0.06
(-1.46) (0.20)
MB -0.09%** 0.01
(-3.71) (0.43)
logASSETS 0.07* 0.09*
(1.74) (1.81)
Constant 0.90 -0.64
(1.14) (-0.79)
Observations 595 350
R-squared 0.32 0.25

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pewchase
(t-1). All the subsequent variables are definegiéar t.HH Ownershipis the sum of the squared ratios of the
top five institutional investors' holdings overabbwnershipDIV is firm’s current dividend yieldROAis net
income over total asset®D is research and development expenses over tosetsa€APEX is capital
expenditures over total assdt&V is total liabilities over total assetdB is market-to-book ratidogASSET$
natural logarithm of total assets. The sample lis Ispsed on the firm paying (Column 1) or not pay{Column

2) dividends in year t-1. All regressions includeay and sector fixed effects. The standard erm@<lastered
at owner level. T-statistics are in the parenthesis
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Table 10. Co-owners' Ability to Influence given Owmrship Concentration, Identity Diversity
and Collusion Potential

HH Ownership: Ownership Identity Diversity: Finaals' Influence:
High Low High Low High Low
(1) (2) (3) (4) (5) (6)
FDIV FDIV FDIV FDIV FDIV FDIV
PortDIV 0.02 0.16** 0.15** 0.09 0.13* 0.08
(0.41) (2.50) (2.06) (1.35) (2.13) (1.25)
HH Ownership 0.28 0.55 0.52 0.69
(0.42) (0.90) (1.12) (1.02)
DIV 0.60** 0.45%* 0.57** 0.61*** 0.54** 0.59**
(9.15) (5.19) (8.34) (10.12) (6.44) (11.31)
ROA 1.39%** 1.32%*x 1.31% 0.94** 1.43%*= 1.04%*x
(3.44) (4.27) (2.58) (2.43) (4.67) (3.08)
RD -0.30 -0.97 -2.26%* -1.18 -1.86%*** 0.28
(-0.34) (-1.62) (-2.66) (-1.53) (-3.16) (0.41)
CAPEX 0.91 6.98** 8.62** -1.00 -0.29 4.26
(0.56) (2.28) (2.36) (-0.49) (-0.17) (1.58)
LEV -0.25 -0.48 -0.77* 0.03 -0.99* -0.38
(-0.53) (-1.29) (-1.99) (0.05) (-2.26) (-1.17)
MB 0.00 0.00 0.01 0.01 0.04** -0.02
(0.02) (0.32) (0.60) (0.33) (2.10) (-1.127)
IogASSETS -0.00 0.10** 0.02 0.09 0.09* 0.07
(-0.07) (2.54) (0.37) (1.37) (1.68) (1.48)
Constant 0.99 -1.16* -0.75 0.02 0.56 -1.32
(1.01) (-1.80) (-0.81) (0.02) (0.65) (-1.54)
Observations 476 466 375 365 471 471
R-squared 0.58 0.59 0.60 0.62 0.56 0.63

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pevchase
(t-1). All the subsequent variables are definegear t.HH Ownershipis the sum of the squared ratios of the
top five institutional investors' holdings overabbwnershipDIV is firm’s current dividend yieldROAis net
income over total asset®D is research and development expenses over tosetsa€APEX is capital
expenditures over total assdt&V is total liabilities over total assetdB is market-to-book ratidogASSET$
natural logarithm of total asse®wnership Identity Diversitys calculated as one minus the sum of squared
ratios of the different identity's shares over ltditan shares.Financials’ Influenceis defined as total shares
owned by institutional investors that are amongttyefive owners. The sample is split based onlekel of
institutional ownership concentration (Column 1 @&despectively); based on high or low level ofnanship
identity diversity (Column 3 and 4, respectivelgnd based on high or low level of financials’ isfhce
(Column 5 and 6, respectively). All regressiondude year and sector fixed effects. The standarorerare
clustered at owner level. T-statistics are in theepthesis.
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Table 11. Co-owners' Ability to Influence given theLargest Owner's Power, Identity and
Entrenchment

Fraction of votes: Identity: Dual class:
High Low Famind nonFamind Yes No
(1) (2) (3) (4) (5) (6)
FDIV FDIV FDIV FDIV FDIV FDIV
PortDIV 0.03 0.16** 0.06 0.16* 0.03 0.15%*
(0.49) (2.41) (1.15) (1.86) (0.53) (2.66)
HH Ownership 0.43 3.26 0.65 -1.72%* 0.58 -0.41
(1.04) (1.39) (1.66) (-2.07) (1.13) (-0.67)
DIV 0.59** 0.46%* 0.66*** 0.34*** 0.55** 0.45%*
(9.26) (5.44) (12.57) (3.13) (9.67) (5.97)
ROA 1.86*** 1.19%** 1.00** 1.05%*=* 1.40** 1.12%*=
(3.97) (4.18) (2.19) (3.77) (2.64) (4.37)
RD 0.28 -1.47%* -0.62 -1.41% -1.82* -0.57
(0.27) (-2.86) (-0.83) (-2.46) (-1.99) (-1.28)
CAPEX 0.34 8.49** -0.07 8.94** 0.62 4.81*
(0.21) (2.64) (-0.04) (2.42) (0.32) (1.84)
LEV -0.48 -0.33 -0.30 -1.22% -0.84* -0.10
(-1.03) (-0.87) (-0.83) (-2.22) (-1.69) (-0.27)
MB 0.00 0.01 -0.01 0.02 -0.00 -0.00
(0.10) (0.50) (-0.47) (1.24) (-0.08) (-0.22)
IogASSETS 0.04 0.06 0.04 0.24** 0.05 0.10**
(0.61) (1.61) (0.96) (4.27) (0.80) (2.00)
Constant 0.49 -0.92 -0.39 -3.91 %+ 0.01 -0.72
(0.54) (-1.44) (-0.80) (-3.26) (0.01) (-0.91)
Observations 468 474 625 317 442 500
R-squared 0.59 0.59 0.62 0.58 0.56 0.61

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pevchase
(t-1). All the subsequent variables are definegear t.HH Ownershipis the sum of the squared ratios of the
top five institutional investors' holdings overabbwnershipDIV is firm’s current dividend yieldROAis net
income over total asset®D is research and development expenses over tosetsa€APEX is capital
expenditures over total assdt&V is total liabilities over total assetdB is market-to-book ratidogASSET$
natural logarithm of total asset&action of votess % of votes held by the ownédentityis a dummy variable
taking value of 1 if the owner is a family (group) individuals, and 0 otherwis®ual classis a dummy
variable that equals 1 if the firm has a dual-clsare structure. The sample is split based ondridbw level

of largestowner’s votes (Column 1 and 2, respectively); Hame thelargestowner’s identity (Column 3 and 4,
respectively); and based on the existence of a-daaf share structure in the firm (Column 5 and 6,
respectively). All regressions include year andaefixed effects. The standard errors are clusteteowner
level. T-statistics are in the parenthesis.
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Table 12. Co-owners' Ability to Influence given theLargest Shareholder's Managerial or
Influential Role

Largest Owner is CEO: Largest Owner is Founder:
Yes No Yes No
1) (2 (3) (4)
FDIV FDIV FDIV FDIV
PortDIV 0.03 0.09** -0.14* 0.16***
(0.28) (2.13) (-1.76) (2.97)
HH Ownership -0.80 0.58 -0.05 0.36
(-0.69) (1.14) (-0.06) (0.61)
DIV 0.79** 0.51%* 0.50%* 0.51%*
(9.33) (10.91) (4.55) (8.20)
ROA 1.13 1.33%** 1.63** 1.23%**
(0.93) (4.81) (2.22) (4.89)
RD -1.88 -1.10** -3.53%* -0.86
(-1.20) (-2.42) (-2.95) (-1.60)
CAPEX 1.91 4.23* -4.23 6.92%**
(0.38) (1.88) (-1.65) (3.09)
LEV 2.87 -0.37 -0.59 -0.66**
(1.40) (-1.23) (-0.70) (-2.27)
MB -0.03 0.00 -0.00 0.02
(-0.99) (0.00) (-0.12) (1.16)
IogASSETS -0.21 0.06* 0.03 0.08**
(-0.90) (1.70) (0.22) (2.13)
Constant -3.52 -0.31 1.73 -0.89
(-0.91) (-0.56) (1.29) (-1.26)
Observations 104 794 204 738
R-squared 0.78 0.57 0.61 0.58

Regressions are at a co-purchase level. Dependenble,FDIV is firm’s dividend yield in year t+1PortDIV

is the weighted average dividend (yield) in thetfolip of the co-purchaser one year before the pevchase
(t-1). All the subsequent variables are definegear t.HH Ownershipis the sum of the squared ratios of the
top five institutional investors' holdings overabbwnershipDIV is firm’s current dividend yieldROAis net
income over total asset®D is research and development expenses over tosetsa€APEX is capital
expenditures over total assdt&V is total liabilities over total assetdB is market-to-book ratidogASSET$
natural logarithm of total assetsrgest Owner CEGs a dummy variable that equals 1 if the largeshemis
the CEO.Largest Owner Foundeis a dummy variable that equals 1 if the largeshemwis the founder. The
sample is split based drargest Owner CECColumn 1 and 2, respectively); and basedLargest Owner
Founder (Column 3 and 4, respectively). All regressionslude year and sector fixed effects. The standard
errors are clustered at owner level. T-statistiesimthe parenthesis.
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