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Introduction

Question:
Understand WHO owns WHAT

or

Which investor owns what characteristic?
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Results

Characteristic clusters clienteles:

1 Old, dividend payer, high turnover, and high volatility

2 Lottery-like

3 Dividend payer, low beta, low turnover, and high past returns

Investor preferences:

▶ Larger, older, and better diversified → Clusters 1 and 3

▶ Smaller, high turnover, less diversified → Cluster 2

▶ Single stock owners → Young, large stocks or mega-IPOs
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Summary Statistics
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Method

For each household, construct a N-vector of stock holdings, Qh[
Share in stock 1 Share in stock 2 ... Share in stock N

]
T

For each characteristic, construct a N-vector of characteristic intensity, ck[
Char. of stock 1 Char. of stock 2 ... Char. of stock N

]
T

cTk Qh is a scalar of characteristic k holdings for household h (or
characteristic tilt)

Take the variance of cTk Qh across households

As most retail investors have sparse stock holdings, high variance indicates
clientele for that characteristic
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Characteristics Clientele Strength
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Characteristics Clientele Clusters

Q∗
h := K-vector with characteristics tilts (cTk Qh) in each entry

Ω := H−1
∑H

h=1Q
∗
hQ

∗
h
T

Extract principal components of Ω

Regress characteristics tilts on the first 3 PCs
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Characteristics Clientele Clusters
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Who Owns What Characteristic

Univariate regression of characteristics tilts on investor characteristics
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Who Owns What Characteristic
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Who Owns What Characteristic

11 / 17



Who Owns What Characteristic
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Factor Model

Qih = αi +
K∑

k=1

βikFkh + εih, h = 1, 2, ...,H

Factors can be household attributes or household portfolio attributes

Focus on cross-sectional dispersion of loadings
Necessary condition for a factor to be a useful predictor of cross-sectional
dispersion in stockholdings
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Factor Model
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Factor Model
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Lack of Diversification

Authors noticed that: Coheld stocks move together

But how inefficient is that?

▶ Assume CAPM hold (market portfolio is efficient)

▶ Regress market portfolio returns on individual stock returns

▶ Adjust the LASSO regularization parameter to match the number of
stocks

▶ Find the constrained optimization Sharpe
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Lack of Diversification
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