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ABSTRACT

Institutional investors play a significant role as an external watchdog to
promote good governance to uphold firm value. The existence of institutional
investors as shareholders is able to reduce the agency problem and the
costs that arise from shareholder-manager relationship. This study aimed
to examine the influence of institutional investors’ shareholdings and firm
value among public listed firms in Malaysia. Specifically, it is argued that
only pressure-insensitive institutional investors play an active monitoring
role to increase a firm’s value, while pressure-sensitive investors, do not.
This study employed 595 public listed firms from the main market in Bursa
Malaysia for the period 2013 to 2017 (2795 firm-year observations). The
results show that the pressure-sensitive and pressure-insensitive investors
are positively significant to a firm’s value. These findings revealed that
institutional investors in Malaysia play a significant role in increasing a
firm’s value. This study will have a significant contribution to firms and
the academic literature which states that all types of institutional investors
in Malaysia are effectively monitoring their roles as an external corporate
governance watchdog. The existence of these investors will be able to
promote better governance and increase a firm’s value.
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INTRODUCTION

The presence of institutional investors as a major player in the global
financial market is due to the substantial shareholding in the investee
firms. Prior studies have documented that institutional investors have a
significant influence over their investee firms because they are able to
encourage good governance, influence appropriate behaviours, and increase
firm value (Jennings, 2005; Sakawa & Watanabel, 2020; Wang, 2019).
The introduction of the Malaysian Code of Institutional Investors (MCII)
in 2014, helped ensure corporate governance quality and shareholder’s
return by strengthening the accountability of institutional investors to their
own members as well as other investors. Despite the rising importance
of institutional ownership, institutional investors’ effectiveness is being
questioned and has drawn the attention of academic researchers and
practitioners, especially the pressure-sensitive investors.

Prior studies have classified institutional investors into two main
groups, according to their business relationships with a firm, which are
pressure-insensitive and pressure-sensitive investors. Pressure-insensitive
investors such as large institutional shareholders as listed by MSWG (for
example, EPF, LTAT, PNB, LTH, and SOCSO), pension fund, and state-
owned investors, refers to investors who have no business relationship with
afirm. Meanwhile, pressure-sensitive investors refers to investors that have
business relationship such as insurance, banking, financial intermediaries,
and other investors. Prior studies debate that pressure-sensitive investors
have fewer incentives to invest in monitoring and they tend to act as
‘traders’ rather than ‘owners’ as compared to pressure-insensitive investors
(Lin, 2016). It became serious when Njah and Trabelsi (2019) found that
different types of institutional investors ownership have significant effects
on the quality of financial reporting and firm value. Consequently, the
effectiveness of institutional investors as the external governance watchdog
is being debated among researchers.

This study intended to examine whether the existence of institutional
investors and different groups of investors have a significant effect on a
firm’s value. This study was motivated by two main considerations. First,
due to the mixed and inconclusive findings found in prior literature between
institutional investors and a firm’s value. Second, while there is ample
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evidence to support this association, it is important to establish whether
the introduction of Malaysian Code of Institutional Investors (MCII) is
able to improve institutional investors’ monitoring as an active external
governance watchdog. This paper attempts to provide some understanding
and support for this issue.

Our study contributes to the extended literature in several ways.
This study fills the gap by examining the association between institutional
investors’ shareholding and a firm’s value after the introduction of MCII.
In addition, this study examined the association of different types of
institutional investors by taking into account the uniqueness of the Malaysian
business environment that is dominated by large institutional investors. This
paper is organized as follows: the next section discusses the institutional
background of the study, followed by a discussion of the literature and
hypothesis development, research methodology, and the findings of the
study. In the last section, we will explain the conclusion, limitations and
suggestions for future studies.

INSTITUTIONAL BACKGROUND

In 2011, the Securities Commission of Malaysia issued a recommendation on
the role of institutional investors in corporate governance. Recommendation
2.3.1 of the Malaysian Code of Corporate Governance (MCCQG)
recommends that institutional investors effectively exercise their ownership
rights to ensure the proper functioning of the board of directors, promoting
transparency, and information disclosure to the market. In 2014, the
Malaysian Code for institutional investors was introduced to promote
leadership in governance and responsible ownership by institutional
investors. The formulation of this industry-led Code is a recommendation
made under the Corporate Governance Blueprint 2011 and was spearheaded
by the Malaysian Shareholders Watchdog Group (MSWG) and Securities
Commission. Indeed, this is a significant landmark in consolidating the
role of institutional investors in Malaysia, especially in mitigating agency
problems in firms.

Institutional investors are bound by the Malaysian Code of Institutional
Investors (MCII) that sets out the broad principles regarding the stewardship
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and monitoring between institutional investors and investee firms. Demsetz
and Lehn (1985) defined institutional investors as “investors who held shares
in a management capacity (e.g., investment advisory agreements or trust
agreements), the party for whom they managed the shares are identified as
the holder with investment power”. In the Malaysian context, the Securities
Commission has defined institutional investors as asset owners and asset
managers with equity holdings in corporations listed on Bursa Malaysia.
Institutional investors are responsible for managing the collected funds on
behalf of their beneficiaries through an investment (Minority Shareholders
Watchdog Group & Securities Commission Malaysia, 2014).

In addition, the MCCG 2007 clearly states that institutional investors
have a role in corporate governance in Part 3, paragraph 4.80 which
states that “given the weight of their votes, the way in which institutional
shareholders use their power to influence the standard of corporate
governance is of fundamental importance...”. Therefore, institutional
investors are accountable to ensure that the firms are exercising good
corporate governance. On the other hand, Principle 2 of the Malaysian Code
of Institutional Investors (MCII 2014) reiterates that institutional investors
should actively monitor their investee firms, quality of corporate reporting
and uphold high firm value.

The Institutional Investors Council Malaysia (IICM 2018) listed out
prominent public institutional investors in Malaysia which comprises of
the Employees Provident Fund (EPF), Lembaga Tabung Angkatan Tentera
(LTAT), Permodalan Nasional Berhad (PNB), Lembaga Tabung Haji (LTH),
Social Security Organization of Malaysia (SOCSO), Malaysian Association
of Asset Managers, Malaysian Takaful Association, and Private Pension
Administrator Malaysia. The largest government-controlled institutional
investors with 70% of total institutional shareholdings are Permodalan
Nasional Berhad (PNB), Lembaga Tabung Haji (LTH), Employees Provident
Fund (EPF), Lembaga Tabung Angkatan Tentera (LTAT), and Social Security
Organization of Malaysia (SOCSO). Institutional investors act as a unified
entity. They can be categorised based on the type of organisation, such
as pension funds, mutual funds, investment bankers, and insurance firms
(Abd-Mutalib et al., 2016).

In Malaysia, institutional investors from the ten largest firms in
Bursa Malaysia own 51% of shares (Saleh et al., 2010). Based on the
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2015 statistics, EPF which is known for being Malaysia’s largest pension
fund, holds approximately USD190 billion (Towers Watson, 2016). This
is supported by Abd-Mutalib et al. (2016) who documented that the largest
share ownership in the Malaysian market is in unit trusts and mutual fund
institutions.

However, the degree of ownership engagement by institutional
investors will identify the level of participation in a firm’s decision played
by investors (Celik & Isaksson, 2013). This study argues that there are
seven features that influence institutional investors participation in firms.
The features include the purpose of the institution whether it is profit-
oriented or non-profit oriented, liability structure, investment strategy,
portfolio and fee structure, the presence of political and social objectives,
and the regulations involved in the institutional activities. The link between
the degree of ownership engagement and those characteristics can lead to
different categories of investors’ engagement in firms. Therefore, different
categories of investors’ engagement in business was the motivation for
this study.

LITERATURE REVIEW AND HYPOTHESIS
DEVELOPMENT

Most studies in ownership structure and firm value use the Agency Theory
as the underlying basis of research propositions due to the distinct ownership
and control between managers and shareholders. Conflict of interest in
ownership structures happens when the major shareholders’ interests
undermine the interests of minority shareholders (Arosa et al., 2010). The
appearance of institutional investors plays an effective role in reducing
agency problems and costs between stakeholders and firms (Koh, 2003).
Through the monitoring process, institutional shareholders are able to reduce
agency problems by protecting minority shareholders’ interests (Chazi et al.,
2011), promoting good governance (Abdul Jalil & Abdul Rahman, 2010)
and increasing a firm’s value.

Malaysian firms have a unique characteristic as a majority of public
listed firms are held by institutional investors (Abd-Mutalib et al., 2016).
Institutional investors are backed by experience, technical, and financial
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resources to influence the financial reporting process and thus affect firm
value. Institutional investors effectively play their role particularly by
applying pressure to managers to enhance sustainable firm performance in
a stakeholder-oriented system (Sakawa & Watanabel, 2020).

Various studies were as conducted by prior researchers on the effect
of institutional investors and firm value. Jennings (2005) found that an
institutional ownership that performs monitoring activities on firms can
boost firm quality and valuation. Supported with the roles of institutional
investors as an external governance watchdog in providing greater
monitoring intensity to boost a firm’s earnings (Wang, 2019). In addition,
Sakawa and Watanabel (2020) found that institutional investors dispense
their monitoring roles effectively in firms which catalysed the performance
of Japanese firms.

However, the impact of institutional ownership on a firm’s performance
also shows no agreed relationship. Duggal and Millar (1999) also found no
significant impact between institutional ownership on a firm’s value. On
the other hand, Bhattacharya and Graham (2007) found that institutional
investors with probable investment and business links with firms have
negative effects on a firm’s value. Al-Najjar (2015) argued that there
is no significant relationship between institutional ownership and firm
performance for Jordanian listed firms. Recent study by Musallam et al.
(2019) found a negative association between institutional investor ownership
and firm performance in Indonesian firms. Their results ran in the opposite
direction of prior studies due to the weak corporate governance and legal
enforcement in the Indonesian capital market. Study by Musallam et
al. (2019) aligned with Tsouknidis (2019) which also found a negative
relationship between institutional investors and a firm’s value in listed
shipping firms.

Mixed findings were found among institutional investors ownership
and firm value. This study believes that the benefit played by the institutional
ownership outweigh the negative effects of those association on firm value.
Effective monitoring roles of institutional investors can increase corporate
governance quality and firm value (Abdul Jalil & Abdul Rahman, 2010;
Sakawa & Watanabel, 2020; Tee, 2019; Wang, 2019). Moreover, institutional
investors in Malaysia are governed by regulations stipulated under the
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Malaysian Code of Institutional Investors (MCII 2014). Therefore, the
following hypothesis is proposed:

H1: Institutional investors are associated with a higher firm value.

Further examination divided institutional ownership into distinct
categories, and it was found that only pressure-insensitive investors
have a positive effect on firm value while pressure-sensitive investors
have a negative effect on firm performance (De-la-Hoz & Pombo, 2016;
Jennings, 2005). Furthermore, Abdul Wahab et al. (2008) found only
pressure- insensitive investors played effective monitoring roles than
other types of institutional investors. Abd-Mutalib et al. (2013) classified
institutional investors into a long-term and short-term investment horizon
and found that long-term institutional investors were positively significant
with sustainability reporting. These evidence reveal that different types of
institutional investors is an important factor that may influence firm value.

Other than looking into the type of investment horizon, Aggarwal et
al. (2011) looked at portfolio holding of the institutional investor, whether
itis local or international i.e., from outside of the United States. They found
that foreign institutions from countries with strong shareholders protection
show better performance than those from local institutions. This is due to the
existence of good corporate governance practices around the world. In line
with Lin and Fu (2017) foreign and institutional ownership has a positive
effect on a firm’s value in China. Mukhopadhyay and Chakraborty (2017)
also found that foreign institutional investors have a positive influence on
firm value among Indian listed firms. However, the finding by Tee (2017)
revealed that local institutional investors were able to improve share prices
as compared to foreign investors in Malaysian firms. Contradicting findings
were found due to different regulations as Malaysia is considered to have
better regulatory systems and effective guidance to institutional investors
which is governed by the MCIL.

Mixed findings were found between types of institutional investors
ownership and firm value. Based on the above argument, this study believes
that pressure-insensitive investors play better monitoring roles than pressure-
sensitive investors because the former are immune to business changes
(Abdul Wahab et al., 2008; Bamahros & Wan Hussin, 2015). Therefore,
following hypotheses are proposed:
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H2a: Pressure-insensitive institutional investors are associated with a higher
firm value.

H2b: Pressure-sensitive institutional investors are associated with a lower
firm value.

METHODOLOGY

This study employed 595 samples from the main market of Bursa Malaysia
for five years (2013 to 2017) which contributed to 2,975 firm-year
observations. The sample of this study covered all industrial sectors except
the banking and financial sectors due to different regulations and high
volatility. The data on the institutional shareholdings were extracted from
the Orbis Database, while the financial data were extracted from the Eikon
Datastream. Table 1 shows the sample selection procedures for this study:

Table 1: Sample Selection Procedures

Firms
Population 804
(-) BAFIA (54)
(-) Insufficient data (125)
(-) Outlier (30)
Final sample 595

Table 2 shows the industry distribution from the final sample. The
results showed that the highest tabulation is the Industrial products (28.74%),
followed by Trading/services (23.87%), Consumer products (15.63%),
Properties (14.12%), while the other industries are below 10%.

Table 2: Industry Distribution

Industries No of Observations Percentage (%)
Construction 195 6.55
Consumer product 465 15.63
Hotel 15 0.50
Industrial product 855 28.74
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Mining 5 0.17
Properties 420 14.12
Plantation 170 5.71
IPC 15 0.50
Trading/services 710 23.87
Technology 125 4.20

Measurement Procedures

Dependent variables

Firm value is an economic measure that reflects the market value of
a business. In accounting, most of the studies on institutional investors and
firm value used the Tobin Q, return on assets (ROA), and return on equity
(ROE) as proxies for firm performance and value (De-la-Hoz & Pombo,
2016; Jennings, 2005; Tee, 2018). However, firm performance and value
is a subject of contention due to the uncertainties of the Tobin Q, ROA, or
ROE as valid proxies. However, many studies argued that the Tobin Q is
considered as the best indicator to measure investment opportunities and
a firm’s operating performance (Fu et al., 2016). Consistent with prior
studies, the dependent variable of this study used the Tobin Q as firm value
and was measured by the ratio of market value plus total debt of the firms
to total assets.

Independent variables

This study measured institutional investors ownership by total
percentage of combined shareholdings of different groups of investors. This
study classified investors into two main groups which is based on institutional
investors’ business relationships with firms. Following Abdul Wahab et al.
(2008), this study classified institutional investors into pressure-insensitive
and pressure-sensitive. Pressure-insensitive investors refer to the investors
that have no known business relationship with the firm and are immune to
the pressure of agreeing with management decisions. Meanwhile, pressure-
sensitive investors refer to investors who have a business relationship with
the firm and as this group of investors are afraid of losing their business,
they will succumb to management decisions and abide by it.
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Pressure-insensitive investors are classified into two group of investors
which are INSTOWN and INSENSITIVE. INSTOWN is the group of top
institutional investors defined under MSWG including EPF, LTAT, PNB,
LTH, and SOCSO, while INSENSITIVE refers to the group of investors
under the pension fund and state-owned investors. Furthermore, pressure-
sensitive investors are classified into two groups of investors which are
SENSITIVE and INDETERMINATE. SENSITIVE refers to the group of
investors such as insurance, banking, and financial intermediaries, while
INDETERMINATE refers to the group of investors that do not fall into
either of the first three categories.

Control variables

This study controlled financial characteristics such as firm size,
leverage, liquidity and auditor. This study measured firm size using the
natural logarithm of total assets as prior studies found that firm size
significantly influenced ownership structures and firm performance (Arosa
etal., 2010). The firm leverage (LEV) is measured by ratio of total liability
to total assets as these financial characteristics may influence ownership
and the corporate financial structure (Abdul Jalil & Abdul Rahman, 2010).
Firm liquidity is measured by current ratio of the current assets to current
liabilities because firms with high liquidity have significant effect on firm
performance. Moreover, this study also controlled the types of auditors
(AUDITOR) because firms audited by the Big Four firms are valued higher
by the capital market (Asante-Darko et al., 2018). In this study, the types
of auditors were assigned with 1 if the firm was audited by the Big Four
firms and 0 otherwise.

Regression Model

Empirical research model was designed to examine the relationship
between institutional investors ownership and firm value among public
listed firms in Malaysia. The dependent variable is the Tobin Q, while the
independent variable is institutional investors ownership. This study also
controlled firm size, leverage, liquidity, and auditors as those variables
significantly affect the tested variables. The following regression model
were used on the hypothesis:

10
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Tobin Q = b0 + bIINSTOWN + b2INSENSITIVE + b3SENSITIVE
+ BAINDETERMINATE + B5SIZE +B6LEV +37LIQUID +

BSAUDITOR +e
Where;

INSTOWN =

INSENSITIVE =

SENSITIVE =

INDETERMINATE =

SIZE =
LEV =
LIQUID =
AUDITOR =

Percentage of the combined shareholdings
of top five institutional investors defined
by MSWG

percentage of the combined shareholdings
of the pension fund and state-owned
investors

percentage of the combined shareholdings
of the insurance, banking, and financial
intermediaries

percentage of the combined shareholdings
of the others pressure-sensitive investors
Natural logarithm total assets

a ratio of total liability to total assets
aratio of current assets to current liabilities
Dummy variable of 1 if firms audited by
Big Four and 0 otherwise

ANALYSIS AND DISCUSSION

Descriptive Analysis

Table 3 Panel A summarizes the descriptive statistics for the variables
used in this study. The dependent variable of a firm’s value proxied by
Tobin Q shows the mean value was 1.1803 with a minimum value of
0.0571 and the maximum value of 15.3554. The independent variables of
institutional investors show that the mean value of top institutional investors
(INSTOWN) was 3.20% with a range of 0% to 76.41%. This result indicates
that there is a firm with no institutional investors as shareholders in the firms;
while some of the firms have high share ownership. INSENSITIVE showed
a mean value of 0.13% with a range from 0% to 45.09% and indicated
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that the pension fund and state-owned funds held almost half of the shares
in the firms. Meanwhile, pressure- sensitive investors that consisted of
SENSITIVE and INDETERMINATE showed a mean value of 2.48% with
a range from 0% to 92.62% and a mean value of 0.05% with a range from
0% to 22.28% respectively. This result indicates that some firms have a high
institutional investors ownership from the insurance, banking sectors, and
financial intermediaries.

Control variables showed a mean value for firm size (SIZE) at 13.23
with a range between 0.92 to 18.79. The firm leverage (LEV) showed a mean
value of 0.38 with a range between 0.01 to 2.51. Firm liquidity (LIQUID)
showed a mean value is 2.52 with a range between 0.01 to 76.60. In addition,
Panel B showed that 49.51% of the sample size was audited by the Big Four
audit firms; while 50.49% was audited by the non-Big Four firms.

Table 3: Descriptive Statistics
Panel A: Continuous variables
Mean Min Max Std. Dev

Dependent variable
Tobin Q 1.1803 0.0571 15.3554 1.1298
Independent variables

INSTOWN 3.2023 0 76.41 8.9957
INSENSITIVE 0.1326 0 45.09 1.9484
SENSITIVE 2.4765 0 92.62 9.679
INDETERMINATE 0.0539 0 22.28 0.7472
Control variables

SIZE 13.2260 9.0159 18.7868 1.5285
LEV 0.3819 0.0106 2.5133 0.2127
LIQUID 2.5174 0.0052 76.5970 5.4901

Note: Tobin Q is measured by market value of equity plus total debt over total assets; INSTOWN is the percentage of the
combined shareholdings of the top five institutional investors; INSENSITIVE is the percentage of the combined shareholdings
of the pension fund and state-owned investors; SENSITIVE is the percentage of the combined shareholdings of the insurance,
banking, and financial intermediaries; INDETERMINATE is the percentage of the combined shareholdings of the others
pressure-sensitive investors; SIZE is the natural log of total assets; LEV is ratio of total debt to total equity; and LIQUID is
the ratio of current asset to current liabilities.

12



Institutional Investors Ownership and Firm Value

Panel B: Dichotomous variables

No. of observations Percentage
Big Four 1473 49.51
Non - Big Four 1502 50.49

Note: AUDITOR is an indicator of 1 if the firms audited by Big 4 and 0 otherwise.
Correlation Analysis

Table 4 shows the Pearson correlation among the variables and the
result showed that INSTOWN, SENSITIVE and INDETERMINATE
investors are positively correlated and significant at the 1% level against the
Tobin Q. These provide early signals that all types of institutional investors
are able to further increase a firm’s value; except for INSENSITIVE.
Meanwhile, the control variable of firm size (SIZE), firm leverage (LEV),
and type of auditor (AUDITOR) showed a positive association; except for
firm liquidity (LIQUID) that showed a negative association, and all control
variables were significant at the 1% level on the Tobin Q.

With regard to types of institutional investors, only INSENSITIVE
investors showed to be positive and significant at the 10% level on INSTOWN
investors. All control variables firm size (SIZE), firm leverage (LEV), firm
liquidity (LIQUID), and type of auditor (AUDITOR) were significant at 1%
on INSTOWN. Furthermore, SENSITIVE investors showed to be positive
and significant at the 10% level on INSENSITIVE investors; while firm
size (SIZE) and type of auditor (AUDITOR) were positively correlated and
significant at 1% on INSENSITIVE and SENSITIVE investors.

Based on the correlation analysis below, it can be concluded that were
no multicollinearity issues since the correlation value for all the variables
was below 0.8 (Hair et al., 2010).
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Regression Analysis

Table 5 shows the multiple regression analysis on a firm’s value — Tobin
Q. The F-statistic is significant at the 1% level and indicates the validity
of the model estimation, with the adjusted R2 at 6.66%. The results show
that INSTOWN is positive and significant at the 1% level on Tobin Q. This
provides evidence that the existence of the top five institutional investors
(EPF, LTAT, LTH, SOCSO and PNB) is able to increase a firm’s value.
This finding is consistent with a prior study which found that institutional
shareholders were able to play the role of an external governance watchdog
in providing greater monitoring intensity to boost a firm’s earnings (De-la-
Hoz & Pombo, 2016; Jennings, 2005; Sakawa & Watanabel, 2020; Wang,
2019).

Meanwhile, SENSITIVE investors showed to be positive and
significant at 1% against Tobin Q and indicated that institutional investors
who have business relationships with firms also increased a firm’s value.
The INDETERMINATE investors showed to be positive and significant at
1% on Tobin Q and this indicated that the foundation institution investors
are able to increase a firm’s value. However, this finding contradicts earlier
findings which found that pressure-insensitive investors play effective
monitoring roles, while pressure-sensitive investors do not (Abd-Mutalib
etal., 2013; Abdul Wahab et al., 2008; Tsouknidis, 2019). The inconsistent
findings were due to an earlier study being conducted before the introduction
of the MCII which spells out the roles and responsibility of institutional
investors in Malaysia.

The characteristic of a firm’s size (SIZE) showed a negative and was
significant at the 1% level against Tobin Q. It was shown that a larger firm
size will have a lower firm value — Tobin Q. Meanwhile, firm leverage
(LEV) and type of auditor (AUDITOR) showed a positive association,
and both were significant at the 1% level on Tobin Q. This indicates that
firms audited by Big Four audit firms have a high Tobin Q compared to
those audited by non-Big Four audit firms. This relationship was expected
because firms audited by the Big Four audit firms were able to attract more
investors due to the audit firm’s reputation and its high financial reporting
quality. Therefore, it is able to give confidence to investors to invest, and
thus increase a firm’s market capitalization (Lee & Lee, 2013).
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Table 5: Regression Analysis

Variables Coefficient T-Statistic
Intercept 0.1289 1.33
INSTOWN 0.0655 9.64***
INSENSITIVE -0.0324 -1.21
SENSITIVE 0.0207 3.18***
INDETERMINATE 0.1260 3.02%**
SIZE -0.0301 -3.85%**
LEV 0.3840 7.70%**
LIQUID -0.0021 -1.10
AUDITOR 0.0786 3.65***
R2 (%) 6.91
Adj.R2 (%) 6.66
F-stat 27.5157
P-value 0.0000
N 2975

Note: ***, ** and * indicate statistical significant at the level 1%, 5%, and 10% (Using one tailed test)

Tobin Q is measured by market value of equity plus total debt over total assets; INSTOWN is the percentage of the combined
shareholdings of the top five institutional investors; INSENSITIVE is the percentage of the combined shareholdings of the
pension fund and state-owned investors; SENSITIVE is the percentage of the combined shareholdings of the insurance,
banking, and financial intermediaries; INDETERMINATE is the percentage of the combined shareholdings of the others
pressure-sensitive investors; SIZE is the natural log of total assets; LEV is ratio of total debt to total equity; LIQUID is the
ratio of current asset to current liabilities; AUDITOR is an indicator of 1 if the firms audited by Big 4 and 0 otherwise.

CONCLUSION

The introduction of the Malaysian Code of Institutional Investors (MCII) in
2014 aimed to improve shareholder’s return and promote good governance
between institutional investors and public listed firms in Malaysia. The
introduction of MCII gave the drive to this study to examine the influence
of types of institutional investors ownership and firms value among public
listed firms in Malaysia. Based on the sample of 595 firms from 2013 -2017,
this study found evidence where a positive association existed between
institutional investors ownership and firm value — Tobin Q but depending
on the type of institutional investors. This finding aligns with prior studies
which also found similar findings on institutional investors and firm value
(De-la-Hoz & Pombo, 2016; Jennings, 2005; Sakawa & Watanabel, 2020;
Wang, 2019).
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This study established that all types of institutional investors ownership
are able to increase a firm’s value, except for the pension fund and state-
owned investors. The reason might be that the pension fund and state-owned
investors are classified as passive investors in which they invest resources
not for monitoring purposes. These indicates that both pressure- insensitive
and pressure-sensitive investors are able to increase the investee firm value.
This finding contradicts the earlier finding whereby only active institutional
shareholders play an effective role rather than passive institutional investors
(Abd-Mutalib et al., 2013; Abdul Wahab et al., 2008; Tsouknidis, 2019). This
shows the effectiveness of the implementation of the MCII among Malaysian
firms. The introduction of this code is able to boast pressure-insensitive and
pressure-sensitive investors monitoring over investee firms. Consequently, it
is able to attract more future investors and indirectly increase a firm’s value.

This study is not without any limitation because of its reliance
on the top 20 institutional investors from the Orbis Databases. Future
studies should further explore the top 30 institutional investors based on
published annual reports and examine the effect by using other proxies of
firm’s value such as return on assets, return on equity, or cash holdings.
Furthermore, an extension of future research could classify institutional
investor shareholdings into local and foreign categories which may provide
stronger findings in this field.
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