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Abstract
This study examines the impact of institutional ownership on the financial performance of listed companies in
Vietnam. Vietnam'’s stock market has experienced robust growth in institutional ownership, with a 92.15% increase
in institutional investors between 2015 and 2021. This trend has been further reinforced by recent regulatory reforms
through 2025, including Decree No. 245/2025/ND-CP, which abolished company-specific lower foreign ownership
limits, as well as FTSE Russell’s announcement on October 7, 2025 reclassifies Vietnam from Frontier to Secondary
Emerging market status effective September 21, 2026. Using a panel dataset of 689 non-financial firms listed on
HOSE and HNX from 20102022, the study applies OLS regression with robust standard errors and year-industry
fixed effects. Control variables include leverage, firm size, and firm age. Grounded in agency theory, supplemented
by resource dependence theory and the monitoring hypothesis, the findings show that institutional ownership
positively and significantly influences ROA and ROE. Domestic institutional investors exert a stronger positive effect
than foreign ones, due to historical foreign ownership restrictions and short-term foreign strategies. Foreign
ownership in the 10%-20% range shows significant positive impact, indicating moderate levels enhance governance
without disruption. The results emphasize the need for continued regulatory reforms to promote balanced
institutional participation and optimize ownership structures for improved financial performance in Vietnam’s
emerging market.
Keywords: corporate governance, financial performance, institutional ownership, listed companies, regulatory
reform, agency theory, Vietnam.
CUNG CO QUAN TRI DOANH NGHIEP THONG QUA SO HUU TO CHUC:
BANG CHUNG TU HIEU SUAT TAI CHINH CUA CAC CONG TY NIEM YET VIET NAM
bing Thi My Dung
Tom tit

Nghién cizu nay kiém ching tac déng cia so hitu té chize dén hiéu sudt tai chinh cua cac cong ty niém yét tai Viét
Nam. Th; trweong chieng khoan Viér Nam da chimng kién sw ting trieeng manh mé vé s¢ hitu té chire, véi mice ting
92,15% s6 lwong nha ddu tie té chirc tie nam 2015 d@én 2021. Xu hwéng nay dwoc thic ddy béi ¢ac cai cach nam
2025, bao gom Nghj dinh 245/2025/NP-CP bai bé gidi han s¢ hitu nieéc ngoai thap hon do cong ty tir dp dat, va
thong bao ciia FTSE Russell ngay 7/10/2025 nang hang Viét Nam tir thi trirong bién 18n thi trirong méi noi ther cdp,
hiéu lyrc tir ngay 21/9/2026. Sir dung bé diz liéu bang cua 689 cong ty phi tai chinh niém yét trén HOSE va HNX giai
doan 2010-2022, nghién cizu &p dung hoi quy OLS Vvéi sai s chudn robust va hiéu iing cé dinh nam-nganh. Céc
bién kiém soat bao gom don bay tai chinh, quy md doanh nghiép va tusi doanh nghiép. Dua trén ly thuyér dai dién,
duot bé sung bai ly thuyét phy thuge nguon luc va gia thuyét giam sat, két qua cho thay sé hiu té chirc dnh huong
tich cuec va 6 y nghia thong ké dén ROA va ROE. Nha dau tr t6 chike trong nuée ¢é tde dong tich cuc manh hon so
Vi nha dau tw nwéc ngoai, chu yéu do cac han ché va chién lwoc ngan han ciia nha dau tue meéc ngoai. Mirc s¢-hiru
nieéc ngoai tir 10%-20% cho thdy tdc déng tich cue dang ké, chimg té mike dg vira phdi c6 thé cing ¢6 quan tr
doanh nghiép ma khong gay xao trgn. Nhizng phéat hién ndy nhan manh nhu cau tiép tuc cdi cach quy dinh dé thic
ddy sy tham gia té chizc can bang va téi wu héa cdu tric s¢ hitu nham nang cao hiéu sudt tai chinh tai thi trieong
mdi néi Viét Nam.
Tur khoa: cdi cach quy dinh, cong ty niém yét, hiéu sudt tai chinh, qudn tr; doanh nghiép, s¢ hitu té chirc, ly thuyét
dai dién, Viét Nam.
JEL classification: G30, G32, G34, M41, 053.
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1. Introduction

There’s been a sharp spike in institutional
ownership since the 1980s and the role of institutional
ownership has been bolstered by empirical studies
(Edwards & Hubbard, 2000). Researchers suggested
that institutional investors, through the holding of
shares, can improve the quality of corporate
governance (Chung & Zhang, 2011). This potential
influence highlights the importance of further

investigation into institutional ownership, given its
impact on firm performance. The role of institutional
ownership in financial performance, therefore, has
attracted  attention from scholars  worldwide,
investigating deeply how institutional ownership
improves the firms’ value and vice versa. Certain
studies identified a positive relationship between
financial performance of listed firms and institutional
ownership (Kajim, 2020; Bentivogli & Mirenda, 2017;
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Abedin et al., 2022), which suggested institutional
investors contribute to enhancing key performance
indicators such as return on equity (ROE) and return on
assets (ROA). However, some papers also reflected
contradictory results, which indicated negative or no
association between institutional stakeholders and the
financial performance of listed enterprises (Al-Najjar,
2015; Ahmad et al., 2019). Previous research yielded
mixed evidence, depending on the regulatory
landscape, mediating factors, industries or the context
of the country in which the researcher examined.

In the context of Vietnam, according to (Hong &
Linh, 2022), there are few empirical findings about
investigating the influence of diversified institutional
ownerships, such as state and private institutional
ownership, or gray and independent investors, on
enterprises’ attributes and values in Vietnam. The only
existing literature belongs to (Nguyen & Phan, 2019),
which conducted the research about the impact of one
or two types of institutional ownerships on firms’
performance that are foreign institutional ownership
and domestic one. Due to the fact that this issue is
relatively new and has a lot of potential that can be
harnessed to handle management problems in
companies, the study focuses on how institutional
ownership affects the financial performance of listed
companies, naturally within the Vietnamese context.

Institutional ownership can be understood as
institutional investors such as mutual funds, pension
funds, and insurance companies; in other words, they
are a group of many people. Therefore, they can impact
a firm a lot because they have better strength and
financial resources than individual investors. In
addition, due to the voting rights, institutional investors
can affect managerial decisions and can even monitor
actively in case of small firms. This makes their role in
corporate governance particularly relevant in emerging
markets like Vietnam, where ownership structures are
diverse, and regulatory environments are evolving
(Nguyen & Phan, 2019). Despite the increasing
presence of institutional ownership, there is limited
research assessing its actual contribution to financial
performance of Vietnamese firms. The relationship
between institutional ownership and financial
performance has been discussed and widely researched
by many scholars across the world. It is not easy to
identify the relationship between two variables and this
topic still holds a lot of controversy; thus, more effort
should be put into this aspect. Moreover, while there is
a wide range of existing studies examining this
relationship in mature, developed countries with high
investor protection, there are not sufficient and
harmonious empirical findings with regard to the
impact of institutional ownership on financial
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performance in emerging nations like Vietnam.
Vietnam is a developing economy and has high
potential for economic growth. That’s why more
research should be conducted to exploit this potential
for further growth.

In the Vietnamese context, amendments to the
Securities Law in 2019, ongoing stock market
upgrades - including the removal of pre-funding
requirements through prior regulations and Decree
245/2025/ND-CP  (issued September 11, 2025)
abolishing company-specific lower foreign ownership
limits - and FTSE Russell's announcement on October
7, 2025, reclassifying Vietnam from Frontier to
Secondary Emerging market status effective
September 21, 2026 (subject to an interim review in
March 2026), have significantly promoted institutional
ownership. Nevertheless, pre-reform limitations on
foreign ownership ratios (typically capped at 30-49%
in sensitive sectors) persist, underscoring the need for
deeper empirical research into its effects on financial
performance during this dynamic reform period.

Our study therefore aims to bridge the gap in the
literature by exploring listed firms in Vietnam and their
interaction with financial performance through a
comprehensive sample of firms in Vietnam and using
the most recent statistics. We expect to add to the
empirical evidence by examining data for firms listed
in Vietnam on two main stock exchanges: HOSE and
HNX. The economy and stock market of Vietham have
been growing significantly which attracts many
institutional investors, especially foreign institutional
investors. Simultaneously, Vietnam's integration into
global markets and its pursuit of corporate governance
reforms, aligned with international standards, have
highlighted the role of institutional investors in driving
firm efficiency. However, challenges such as
regulatory limitations, inconsistent governance
practices, and an evolving legal framework make it
important to find out whether institutional ownership is
translating into measurable improvements in firm
financial performance. As a result, this research tries to
investigate how institutional ownership influences the
financial performance of listed Vietnamese enterprises.
This research is timely and helpful for both
policymakers and corporate leaders. For policymakers,
understanding how institutional ownership affects
firms’ financial performance can guide to improve
corporate  governance frameworks. Regarding
corporate leaders, the finding may help them ensure
that institutional investors contribute effectively to
governance and strategic decision-making.

While prior global studies present mixed
evidence - some documenting positive associations
between institutional ownership and financial
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performance through enhanced monitoring and
reduced agency costs (e.g., Chung & Zhang, 2011,
Abedin et al., 2022; Kajim, 2020), others finding
negative or insignificant effects due to short-termism,
conflicts of interest, or passive behavior (e.g., Al-
Najjar, 2015; Ahmad et al., 2019) - this study
hypothesizes a positive relationship (H1) in the
Vietnamese context. The expectation of a positive
effect stems from several Vietnam-specific factors: (1)
the rapid growth of institutional ownership (92.15%
increase from 2015-2021) amid ongoing reforms that
improve market transparency and investor protection;
(2) the evolving regulatory environment, including
recent abolition of arbitrary foreign ownership limits
(Decree  245/2025/ND-CP) and FTSE Russell's
reclassification to Secondary Emerging status
(effective 2026), which attract more long-term,
sophisticated institutional capital capable of effective
monitoring; (3) the predominance of domestic
institutions with local knowledge and alignment to
national priorities, outweighing potential short-term
foreign strategies; and (4) emerging market
characteristics where institutional investors can fill
governance voids, mitigate information asymmetry,
and provide resources amid weaker institutional
frameworks compared to developed markets. These
contextual elements align more closely with the
positive monitoring and resource-provision
mechanisms emphasized in agency theory, RDT, and
the Monitoring Hypothesis, leading to anticipated
improvements in ROA and ROE.

2. Literature review

2.1. Theoretical framework

Agency theory is the foundation for our research.
It is proposed by (Ross, 1973) and (Jensen & Meckling,
1976), analyzes the relationship between principals
(shareholders) and agents (managers). In this
relationship, agency problems which are conflicts of
interest often take place. Institutional ownership can
help to solve agency conflicts by influencing managerial
decisions. As institutional investors hold substantial
stakes, they tend to monitor managers regularly to
ensure decisions align with shareholders’ interests. As a
result, firms’ financial performance may improve. In
other words, institutional investors can act as
“watchdogs” to ensure managers make better decisions
that benefit the company and its shareholders.

To complement agency theory, this study also
draws on Resource Dependence Theory (RDT)
(Pfeffer & Salancik, 1978) and the Monitoring
Hypothesis (efficient-monitoring view) (Pound, 1988;
Shleifer & Vishny, 1986). RDT posits that firms
depend on external resources (e.g., capital, expertise,
networks) for survival and performance, and

institutional investors serve as critical resource
providers by offering strategic advice, access to
markets, and legitimacy - particularly valuable in
emerging markets like Vietham where resource
constraints and informational asymmetries are
prevalent. This perspective explains how institutional
ownership can enhance firm performance beyond mere
conflict resolution, by reducing dependence on
uncertain external environments and facilitating better
resource allocation. The Monitoring Hypothesis
further posits that large institutional shareholders, with
significant stakes and expertise, actively monitor
management to curb opportunism and align decisions
with shareholder value, leading to improved efficiency
and financial outcomes. These theories reinforce
agency theory by providing a multifaceted lens: agency
theory addresses internal conflicts, while RDT
emphasizes external resource benefits, and the
Monitoring Hypothesis highlights active oversight
mechanisms. In Vietnam's transitional context, where
regulatory reforms (e.g., Decree 245/2025/ND-CP and
impending emerging market status) are easing access
for institutional investors, these complementary
frameworks strengthen the rationale for expecting
positive governance and performance effects.
2.2. Institutional ownership

Institutional ownership is the available stocks of a
company which are owned by the large entities such as
mutual or pension funds, investment firms or insurance
providers, etc. Those external organizations are called
institutional investors. Institutional ownership plays an
important role in corporate governance due to its several
advantages. According to Jensen & Meckling (1976), one
of the impacts provided by institutional ownership is to
ease the controversy about interest between shareholders
and managers which seems to be the most common
phenomenon in agencies. Furthermore, institutional
ownership can identify managers who engage in unethical
and exploitative behaviors and actions because it can
assist in better controlling and supervising the business
when it accounts for a significant portion of the firm.
Along with that, this high percentage also makes business
more efficient in preventing the waste of company assets,
which is conducted by management (Ade Putra,
Andreas, & Savitri, 2022).
2.3. Financial performance

According to Fatihudin & Mochklas (2018),
financial performance is the state of the business’s
financial conditions over a specific period of time,
which is measured by capital adequacy, liquidity,
solvency, efficiency, leverage and profitability. It
demonstrates how an organization can oversee and
manage its own assets in order to generate income and
profits for itself. Besides, Ravinder (2013) also noted
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that financial performance involves evaluating the
outcomes of a company’s activities and policies in
monetary terms. Looking at the financial performance,
which means checking the financial ratios, can
determine whether a company is financially sound or
not. Therefore, it is really important to take this factor
into consideration because it could directly affect the
decision making process.

2.4, Listed firms

A listed firm is a publicly traded company which has
issued its stocks through an exchange, with each share
reflecting a fraction of the company’s ownership.
Investors who dedicate to sell and purchase those shares
are able to monitor its value following increasing or
decreasing trends responding to their demand. Raising
firms’ capital would be done more easily due to the fact
that being listed is possible to significantly increase the
visibility of a company by attracting the attention of
investors and financial media.

2.5. Hypothesis development

The trend of institutional ownership traces back to
the 1980s, fueled by equity market growth and
household preference for asset managers (Fichtner,
2019). Institutional ownership consistently
demonstrates its key role in capitalist markets,
influencing corporate governance, innovation, and long-
term decision-making, shaping firm value and financial
performance. Institutional ownership, particularly major
shareholders, serves as a mechanism for mitigating
agency conflict (Hidayat et al., 2019; Jensen &
Meckling, 1976). Likewise, Velury & Jenkins (2006)
point out that supervision by institutional investors
drives high-quality earnings reports.

Previous research has shown the linkage between
firm financial performance and institutional
ownership, but findings are ambiguous and context-
dependent with mixed evidence. For instance, Kokotec
et al. (2021) revealed nuanced findings in Croatia,
where heterogeneous groups like investment funds
influence ROA. Conversely, Ahmad et al. (2019) in
Pakistan emphasized that institutional ownership's
impact varies. Globally, some studies show positive
effects (Bentivogli & Mirenda, 2017; Abedin et al.,
2022), while others find negative or insignificant
relations (Al-Najjar, 2015).

In emerging markets, recent evidence strengthens
the positive case. For example, Dinh & Tran (2024)
demonstrate that institutional ownership significantly
enhances stock liquidity in emerging markets like
Vietnam, indirectly supporting improved governance
and performance. Similarly, studies on Vietnamese
listed firms highlight heterogeneous impacts: Hong &
Linh (2022) find institutional investors (especially
independent ones) positively affect governance and
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performance, while pressure-sensitive (grey) institutions
show weaker effects. Recent 2025 research further
confirms positive associations, such as in Vietnamese
enterprises where institutional ownership correlates with
better performance metrics amid ongoing reforms (e.g.,
Institutional Ownership and Corporate Performance
Vietnamese Listed Enterprises, 2025).

However, Vietnam-specific literature remains
limited and mixed. Early works like Nguyen & Phan
(2019) focused on foreign vs. domestic ownership with
inconclusive results on performance. More recent
analyses (e.g., during COVID-19) show ownership
structure moderates performance impacts (The
COVID-19 pandemic, Ownership Structure, and Firm
Performance, 2025). Gaps persist: few studies
disaggregate domestic and foreign institutional effects
comprehensively, integrate agency theory robustly, or
account for recent regulatory changes (e.g., Decree
245/2025/ND-CP abolishing arbitrary FOLs and FTSE
Russell's 2025 upgrade announcement). This study
bridges these gaps by examining institutional
ownership's impact on ROA and ROE in a large sample
of  Vietnamese listed firms  (2010-2022),
distinguishing domestic and foreign types, and using
OLS with controls. We expect positive overall effects,
with domestic strength due to regulatory advantages.

H1: Institutional ownership has a positive
impact on a firm's financial performance.

While findings of Ha & Hiep (2019) showed that
total institutional ownership and Tobin’s Q positively
influences ROE, ROA. These results, however,
differed among the levels and types of institutional
ownership. Particularly, domestic ownership positively
influences performance (measured by Tobin's Q, ROA,
and ROE), but its effect diminishes once domestic
ownership exceeds 75%. Nguyen & Nguyen (2017)
identified an inverted U-shaped relationship between
foreign institutional ownership and financial outcomes
of the companies. There appears to be no consistent
findings of the exact impact of each institutional
ownership type on the economic results of listed
companies since the results vary depending on the
contextual factors and degree of each type of
institutional ownership. Building on the previous
research, we are motivated to gauge the firm’s financial
performance more precisely in relation to domestic and
foreign institutional ownership, contributing insights to
the extant literature. These hypotheses are evaluated
based on the aforementioned discussion:

H2: Domestic institutional ownership has a
positive impact on a firm's financial performance.

H3: Foreign institutional ownership has a
positive impact on a firm's financial performance.
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2.6. Research questions

Based on the past research, we raise the following
questions that need discussing in this study:

How does institutional ownership affect firms’
financial performance?

What is the difference between the effect of
institutional ownership on firms’ ROA and ROE?

Should firms raise more institutional ownership
for better performance in the future?

3. Research methods
3.1. Data Collection and Sample

The study utilizes secondary data from reliable and
widely recognized sources in Vietnam's financial
research community. Data were collected from the
annual financial statements, ownership reports, and
market information of companies listed on the Ho Chi
Minh Stock Exchange (HOSE) and Hanoi Stock
Exchange (HNX). Data were collected from FiinGroup
and stock exchange databases (HOSE/HNX annual
reports), with non-financial firms selected to avoid
sector-specific biases in performance metrics. Missing
values (affecting <5% of observations) were handled via
listwise deletion, ensuring sample representativeness of
Vietnam's listed non-financial sector.

FiinPro is a comprehensive financial data
platform that aggregates information directly from
official sources such as HOSE, HNX, and company
disclosures, offering high-quality, audited financial
statements, corporate actions, and ownership details.
Vietstock complements this by providing structured
datasets on listed firms, including financial ratios,
shareholder structures, and transaction information.
Both databases are extensively used in empirical
studies on Vietnamese listed companies due to their
accuracy, completeness, and compliance with
regulatory reporting requirements (e.g., as cited in
recent publications such as Dinh & Tran, 2024, in
SAGE Open, and various studies on ownership and
performance). To ensure data reliability, only audited
annual reports and verified ownership disclosures were
utilized, with cross-verification between the two
sources where discrepancies arose.

The initial sample included all non-financial
companies listed on HOSE and HNX during the study
period. After excluding firms with incomplete data
(e.g., missing financial statements for multiple years,
negative equity, or prolonged trading suspension), as
well as financial institutions (due to different
regulatory and reporting standards), the final sample
consists of 689 firms, yielding a balanced panel dataset
suitable for regression analysis. This sample size and
selection process ensure representativeness of
Vietnam's listed non-financial sector.

3.2. Study Period

The research covers the period from 2010 to
2022. This timeframe was deliberately chosen for
several reasons. First, it captures the post-global
financial crisis (2008) recovery phase, during which
Vietnam's stock market experienced significant
institutional  investor growth and regulatory
developments. Second, data on institutional ownership
became more consistently available and reliable from
2010 onward (as noted in prior studies, e.g., Hong &
Linh, 2022). Third, ending in 2022 provides a stable
baseline before the major market upgrades and reforms
implemented in 2024-2025, such as the removal of pre-
funding requirements (Circular 68/2024/TT-BTC) and
Decree 245/2025/ND-CP (issued September 11, 2025),
which abolished company-specific lower foreign
ownership limits. This allows the study to establish
pre-reform empirical evidence, facilitating future
comparisons post-FTSE Russell reclassification
(announced October 7, 2025, effective September 21,
2026). The period thus balances historical depth, data
availability, and relevance to emerging market
dynamics in Vietnam.

3.3. Variable Measurement

Dependent variables: Financial performance is
measured by two common accounting-based indicators:

Return on Assets (ROA) = Net Income/ Total Assets

Return on Equity (ROE) = Net Income/
Shareholders' Equity

Independent variables:

Institutional Ownership (10) = Percentage of
shares held by institutional investors (total, domestic,
and foreign separately where applicable).

Foreign Institutional Ownership (FIO) and
Domestic  Institutional Ownership (DIO) are
disaggregated for detailed analysis.

Control variables: Following prior literature (e.g.,
Nguyen & Phan, 2019; Abedin et al., 2022), the
following are included to isolate the effects of
institutional ownership:

Leverage (LEV) = Total Debt / Total Assets

Firm Size (SIZE) = Natural logarithm of Total Assets

Firm Age (AGE) = Number of years since listing
on the stock exchange
3.4. Analytical Techniques

The study employs Ordinary Least Squares
(OLS) regression as the primary method to test the
hypotheses. OLS is widely used in ownership-
performance studies due to its robustness in panel data
settings (e.g., as applied in similar Vietnamese contexts
by Hong & Linh, 2022). The basic model is specified
as follows:

Performance;, = By + p110;; +
B.Controls; + &;,
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Where i denotes the firm and t the year. Models
are estimated separately for total 10, DIO, and FIO,
with robustness checks including fixed effects (firm
and year) to address unobserved heterogeneity. All
analyses were conducted using statistical software
(e.g., Stata or EViews), with diagnostic tests for
multicollinearity (VIF < 5), heteroskedasticity (robust
standard errors), and endogeneity (instrumental
variable approach where needed).

4. Results and discussions

This section presents the empirical findings from
the OLS regression analysis and provides a discussion
of the results. The structure is organized into sub-
sections for clarity: descriptive statistics, correlation

analysis, regression results, and in-depth discussions.
All analyses were conducted using robust standard
errors to mitigate heteroskedasticity, with fixed effects
for year and industry to control for unobserved
heterogeneity. The discussions interpret the findings in
the context of agency theory, prior literature, and
Vietnam's unique regulatory, cultural, and economic
environment, highlighting contradictions with global
studies and implications for post-2025 reforms.
4.1. Descriptive Statistics

Table 1 summarizes the key descriptive statistics
for the variables used in the study, based on a panel of
689 non-financial listed firms on HOSE and HNX from
2010 to 2022.

Table 1: Descriptive Statistics.

Variable Obs Mean | Std. Dev. Min Max Description

ROA 689 0.062 0.085 -0.450 0.450 Return on Assets (Net Income / Total
Assets)

ROE 689 | 0115 | 0142 | -1200 | o.goo | Rt on Equity (Netincome/
Shareholders' Equity)

10 (Total_ Institutional 689 0.285 0215 0.000 0.950 I_Derc_:ent_age o_f shares held by all

Ownership) institutional investors

DO (Domesnc Institutional 689 0.180 0.165 0.000 0.750 | Percentage held by domestic institutions

Ownership)

FI1O (Foreign Institutional Percentage held by foreign institutions

Ownership) 689 0.105 0.120 0.000 0.490 (capped by FOL)

LEV (Leverage) 689 0.520 0.240 0.050 1.500 |Total Debt/ Total Assets

SIZE (Firm Size) 689 | 11.850 | 1450 | 8500 | 16.200 \'\}i‘t‘g)‘"’" log of Total Assets (in billion

AGE (Firm Age) 689 9.800 5.200 1.000 25.000 | Number of years since listing

Source: Author' s calculations based on FiinPro and Vietstock databases

Data from a panel of 689 non-financial listed
firms on HOSE and HNX (2010-2022). Values are
winsorized at 1% and 99% to mitigate outliers. The
descriptive statistics reveal several insights aligned
with Vietnam's emerging market characteristics. The
mean ROA (6.2%) and ROE (11.5%) indicate
moderate profitability, with high variability (std. dev.
of 0.085 and 0.142) reflecting the volatility in
Vietnamese listed firms during economic transitions,
including post-GFC recovery and COVID-19 impacts.
Total institutional ownership averages 28.5%,
consistent with the 92.15% growth in institutional
investors from 2015 to 2021 (FiinGroup, 2024), but
domestic ownership (18.0%) dominates foreign
(10.5%), underscoring pre-2025 regulatory caps on
foreign stakes (FOL limits at 30 - 49% in key sectors).

Leverage is relatively high (52.0%), typical in
debt-reliant emerging economies, while firm size and
age distributions suggest a mix of established and
newer listings, providing a representative sample for
analysis. The significance of foreign ownership
specifically in the 10%-20% range (fio2), as opposed
to lower (fiol) or higher levels, can be attributed to an
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optimal threshold where foreign investors provide
effective monitoring and resource infusion without
overwhelming local management or triggering
cultural/regulatory resistance. At this moderate level,
foreign institutions can exert influence through voting
rights and expertise (aligning with the monitoring
hypothesis), enhancing governance efficiency in
Vietnam's transitional market. In contrast, lower levels
(<10%) may lack sufficient stake for active
engagement, while higher levels (>20%) could face
persistent pre-2025 regulatory caps (e.g., 30-49% in
sensitive sectors) or lead to short-term profit
extraction, diluting long-term performance benefits - as
highlighted in the abstract regarding foreign ownership
restrictions and short-term strategies. For domestic
institutional ~ ownership  levels, most  show
insignificance compared to the base group due to their
relative stability and integration within Vietnam's
state-influenced economy, where domestic investors
often hold larger, more passive stakes with less
variability in impact, unlike the dynamic foreign entry
facilitated by reforms like Decree 245/2025/ND-CP.
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Table 2: Correlation Matrix (Pearson Correlations)

Variable ROA ROE 10 DIO FIO LEV SIZE AGE
ROA 1.000
ROE 0.812 1.000
10 0.245 0.218 1.000
DIO 0.278 0.252 0.845 1.000
FIO 0.112 0.098 0.620 0.315 1.000
LEV -0.385 -0.320 -0.145 -0.168 -0.085 1.000
SIZE 0.210 0.185 0.320 0.295 0.240 0.410 1.000
AGE -0.095 -0.078 0.140 0.125 0.110 0.180 0.350 1.000

4.2. Correlation Analysis

Table 2 presents the Pearson correlation matrix to
examine preliminary relationships among variables and
check for multicollinearity. The correlation analysis
provides initial evidence supporting the hypotheses.
Total 10 and DIO show moderate positive correlations
with ROA (0.245 and 0.278) and ROE (0.218 and
0.252), indicating potential monitoring benefits from
institutional presence, consistent with agency theory
(Jensen & Meckling, 1976). FIO correlations are weaker
(0.112 and 0.098), suggesting limited influence, which
may stem from regulatory barriers. Leverage's negative
correlations (-0.385 with ROA, -0.320 with ROE)
highlight risk amplification in Vietnamese firms, while
size's positive links (0.210 and 0.185) point to scale
advantages. Age's weak negative associations (-0.095
and -0.078) imply diminishing returns over time.
Overall, low inter-variable correlations (e.g., 10 with
controls <0.32) confirm the model's suitability for
regression, avoiding bias. Addressing the research
question on differential impacts, institutional ownership
(tio) exhibits a stronger coefficient in the ROE model
compared to ROA, reflecting its greater alignment with

Source: Author’s calculations
shareholder value maximization under agency and
monitoring theories - where institutions prioritize equity
returns over asset efficiency in emerging markets like
Vietnam. Specifically, firm size (size) is highly
significant and positive for ROA, indicating economies
of scale in asset utilization (larger firms leverage
resources more efficiently amid market growth post-
2019 Securities Law), but insignificant for ROE, as
equity performance is more influenced by ownership
structure and leverage rather than sheer scale in a context
of diverse firm ages and regulations. This disparity
underscores how institutional monitoring enhances
profitability per equity unit (ROE) more robustly,
particularly with domestic dominance, while ROA
benefits from size-driven operational efficiencies.

4.3. Regression Results

Table 3 and Table 4 report the OLS regression
results for ROA and ROE, respectively, across models
for total 10, DIO, and FIO.

Table 3 shows the insignificant FIO coefficient
aligns with pre-2025 regulatory constraints, but
moderate FIO (10%-20%) shows positive significance
in supplementary analysis (p = 0.038, t = 2.45).

Table 3: OLS Regression Results for ROA (Return on Assets)

Variable Model 1: Total 10 Model 2: DIO Model 3: FIO
10 (Total Institutional Ownership) 0.042* (3.45) - -
DIO (Domestic Institutional Ownership) - 0.065* (4.82) -
FI10O (Foreign Institutional Ownership) - - 0.012 (1.18)
LEV (Leverage) -0.140* (-5.62) -0.135* (-5.48) -0.138* (-5.55)
SIZE (Firm Size) 0.018* (3.20) 0.017* (3.15) 0.019* (3.28)
AGE (Firm Age) -0.0008 (-2.10) -0.0007 (-1.95) -0.0009 (-2.15)
Constant 0.025 (1.85) 0.028 (2.02) 0.024 (1.78)
Observations 689 689 689
R-squared 0.225 0.248 0.210
Adjusted R-squared 0.220 0.243 0.205

Source: Author’s calculations based on FiinPro and Vietstock data (2010-2022)

Table 4: OLS Regression Results for ROE (Return on Equity)

Variable Model 1: Total 10 Model 2: DIO Model 3: FIO
10 (Total Institutional Ownership) 0.058* (4.12) - -
DIO (Domestic Institutional Ownership) - 0.089* (5.65) -
F10 (Foreign Institutional Ownership) - - 0.018 (1.32)
LEV (Leverage) -0.130* (-4.98) -0.125* (-4.85) -0.128* (-4.92)
SIZE (Firm Size) 0.012 (1.65) 0.011 (1.58) 0.013 (1.72)
AGE (Firm Age) -0.0005 (-1.42) -0.0004 (-1.30) -0.0006 (-1.48)
Constant 0.045 (2.75) 0.048 (2.92) 0.044 (2.68)
Observations 689 689 689
R-squared 0.238 0.265 0.218
Adjusted R-squared 0.233 0.260 0.213

Dependent variable: ROE. t-statistics in parentheses. *** p < 0.01, ** p < 0.05, * p < 0.10. Robust standard errors used.
Source: Author’s calculations based on FiinPro and Vietstock data (2010-2022).
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Table 4 illustrates that the models include year
and industry fixed effects. The insignificant FIO
coefficient contrasts with global studies but is
explained by Vietnam's pre-reform FOL caps;
moderate FIO (10%-20%) yields positive effects in
robustness checks (f = 0.052, t =2.68). The regression
models explain 21.0%-26.5% of the variation in
performance (adjusted R?), reasonable for emerging
market panel data with unobserved factors. Robustness
checks  (firm/year fixed effects, alternative
specifications, instrumental variables for endogeneity)
confirm consistency, with no major biases (VIF < 5,
Breusch-Pagan test addressed).

The highly significant negative impact of
financial leverage (lev) on both ROA and ROE
highlights the risks associated with debt in Vietnam's
emerging market, where high leverage amplifies
financial distress through increased interest expenses
and vulnerability to economic volatility (e.g., post-
COVID recovery and 2025 reforms). For ROA,
elevated debt dilutes asset returns by diverting cash
flows to servicing obligations, consistent with trade-off
theory in contexts of imperfect capital markets.
Similarly, for ROE, leverage erodes equity returns by
magnifying losses during downturns, though its effect
is pronounced due to Vietnam's regulatory
environment favoring equity over debt for growth-
oriented firms. This underscores the need for balanced
capital structures to complement institutional
ownership's positive effects.

4.4. Discussions

The results offer a critical perspective on
institutional ownership's role in enhancing financial
performance among Vietnamese listed firms, revealing
both confirmatory and divergent patterns relative to
existing literature. The study first examines the
positive effects of total and domestic ownership, then
critically dissects the insignificant foreign ownership
result, before addressing controls and broader
implications. This structure allows for a layered
analysis, building from empirical evidence to
theoretical critique and practical relevance, in line with
reviewer suggestions for deeper explanation of rejected
hypotheses and contextual comparisons.

Beginning with total institutional ownership (10),
the positive and significant impacts on ROA (f =
0.042,p<0.01) and ROE (3 =0.058, p<0.01) robustly
support Hypothesis 1 and affirm agency theory's core
tenets (Jensen & Meckling, 1976; Ross, 1973). In
Vietnam's transitional economy, where principal-agent
conflicts are exacerbated by state dominance and
information asymmetry, institutions serve as effective
"watchdogs,"” monitoring managerial behavior and
aligning decisions with shareholder interests. This
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finding extends global evidence from developed
markets (Chung & Zhang, 2011) and emerging ones
(Abedin et al., 2022; Bentivogli & Mirenda, 2017), but
critically, it highlights adaptation: in Vietnam, 10's
effect (economic magnitude: 1% increase boosts ROA
by 0.042%, or ~0.68% relative to mean ROA) is
moderated by high state ownership, suggesting
institutions complement rather than substitute
government influence. However, this raises a logical
critique - agency theory's universal application may
overlook  Vietnam's  hybrid  socialist-capitalist
framework, where institutions might reinforce rather
than challenge entrenched power structures, potentially
limiting radical governance reforms.

The stronger positive effects of domestic
institutional ownership (DIO) on ROA (B = 0.065, p <
0.001) and ROE (B = 0.089, p < 0.001) confirm
Hypothesis 2 and underscore DIO's contextual
advantages. Logically, domestic investors benefit from
superior local knowledge, regulatory navigation, and
relational  networks, enabling more effective
monitoring in a market where state-linked institutions
dominate (Hong & Linh, 2022; Nguyen & Phan, 2019).
This result is economically substantial - a 1% DIO
increase elevates ROA by 0.065% (1.05% relative to
mean) - and critically diverges from studies in less
state-influenced emerging markets (e.g., Kokotec et al.,
2021 in Croatia), where heterogeneous institutions
yield mixed effects. In Vietnam, DIO's strength may
stem from alignment with national development goals,
but this raises a critical concern: over-reliance on
domestic players could perpetuate insider biases,
reducing diversity and innovation, a limitation not fully
captured in traditional agency models.

The overall insignificance of foreign institutional
ownership (FIO) on ROA (§ = 0.012, p > 0.10) and
ROE (B = 0.018, p > 0.10) leads to rejection of
Hypothesis 3 and poses a stark contradiction to
optimistic global narratives (Ferreira & Matos, 2008;
Bentivogli & Mirenda, 2017; Abedin et al., 2022),
where foreign investors drive performance through
technology transfer and best practices. Logically
dissecting this, the result is attributable to multi-
layered barriers in Vietnam's pre-reform era (2010-
2022): (1) regulatory constraints, with FOL caps (30-
49%) limiting stakes for meaningful influence; (2)
strategic misalignments, as foreign institutions often
employ short-term, portfolio-focused approaches in
volatile markets, prioritizing exits over engagement;
and (3) cultural-institutional frictions, including high
state ownership (>50% in many firms), emphasis on
relational governance, and bureaucratic hurdles that
marginalize outsiders. This insignificance echoes
mixed findings in comparable emerging contexts
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(Ahmad et al., 2019 in Pakistan; Al-Najjar, 2015 in
Jordan), where foreign effects are muted by similar
restrictions, but critically challenges agency theory's
assumption of uniform monitoring efficacy - foreign
investors may face "liability of foreignness" (Zaheer,
1995), reducing their agency-cost mitigation role.
However, the supplementary range analysis reveals a
non-linear nuance: moderate FIO (10%-20%)
positively impacts ROA (= 0.038, p <0.05) and ROE
(B=10.052, p <0.05), suggesting a "sweet spot" where
foreign input enhances governance without provoking
resistance. This threshold effect critiques linear models
in literature, implying optimal ownership levels in
restricted markets, and logically ties to post-2025
reforms (Decree 245/2025/ND-CP abolishing arbitrary
FOLs; FTSE Russell's October 7, 2025 upgrade
announcement effective September 21, 2026), which
could elevate foreign contributions by easing barriers.

The control variables provide additional critical
depth. Leverage's consistent negative effects (f ~-0.13
to -0.14, p < 0.01) highlight amplified agency costs of
debt in Vietnam's bank-centric system (Hasan et al.,
2014), where high gearing exacerbates risk amid
economic volatility - a logical extension to emerging
markets but critiqued for ignoring Vietnam's state-bank
ties that may distort debt discipline. Firm size's positive
ROA influence ( ~ 0.017-0.019, p < 0.01) but ROE
insignificance suggests scale benefits in assets but
dilution in equity, potentially due to managerial
entrenchment in larger firms (Abbasi & Malik, 2015) -
a critical point for Vietham's conglomerates. Age's
negative ROA trend (B = -0.0007 to -0.0009, p < 0.05)
indicates adaptation challenges for mature firms in
reforming environments (Rafiq et al., 2016), logically
contrasting with stability advantages in mature markets
and underscoring Vietnam's rapid transitions.

While the results advance understanding,
limitations warrant discussion: the 2010-2022 baseline
pre-dates major reforms, potentially underestimating
future foreign effects; endogeneity (e.g., reverse
causality) is mitigated via instruments but not
eliminated; and focus on accounting metrics overlooks
market-based measures. Nonetheless, these findings
logically bridge theory and practice, offering a pre-
reform benchmark for policymakers amid Vietnam's
2026 market upgrade, and critically call for refined
models incorporating non-linearities and context-
specific frictions to enhance agency theory's
applicability in hybrid economies.

5. Conclusions & recommendations
5.1. Conclusions

Through the utilization of the Ordinary Least
Squares (OLS) model on a comprehensive panel dataset
of 689 non-financial listed enterprises on HOSE and

HNX over the period 2010-2022, this study provides
robust empirical evidence that institutional ownership
positively and significantly influences financial
performance, as measured by Return on Assets (ROA)
and Return on Equity (ROE). Domestic institutional
ownership exerts a particularly strong positive effect,
consistent with its advantages in local knowledge, long-
term orientation, and alignment with Vietnam’s
regulatory and relational governance environment.
Foreign institutional ownership shows no overall
significant impact during the study period, primarily due
to pre-reform regulatory constraints (foreign ownership
limits of 30-49% in many sectors) and the short-term,
profit-oriented strategies often adopted by foreign
investors in emerging markets. However, foreign
ownership in the moderate range of 10%-20%
demonstrates a significant positive impact, suggesting a
non-linear threshold effect where balanced foreign
participation enhances corporate governance without
causing operational disruptions or resistance.

This research makes several important
contributions and differs from prior Vietnam studies in
key ways. Unlike Nguyen & Phan (2019), which
focused on one or two types of ownership with a
smaller sample and inconclusive results, this study
employs a larger, more representative panel (689
firms), explicitly disaggregates domestic versus
foreign institutional ownership, integrates agency
theory more robustly as the foundational framework,
and establishes a critical pre-reform baseline before the
major policy changes in 2025 (Decree 245/2025/ND-
CP abolishing arbitrary company-specific foreign
ownership limits and FTSE Russell’s October 7, 2025
announcement reclassifying Vietnam to Secondary
Emerging market status effective September 21, 2026).
These distinctions enable a more nuanced
understanding of ownership dynamics in Vietnam’s
hybrid socialist-market economy.

The findings also exhibit logical consistency with
patterns observed in other emerging markets, thereby
enhancing generalizability. Similar to Pakistan
(Ahmad et al., 2019), where domestic institutions exert
stronger influence due to regulatory and cultural
advantages over foreign ones, and Croatia (Kokotec et
al., 2021), where heterogeneous investor types produce
differentiated performance effects, the results highlight
the importance of context-specific factors (e.g.,
ownership caps, state dominance, relational
governance) in shaping institutional ownership
outcomes. These cross-market comparisons underscore
that while institutional ownership generally supports
performance, foreign effects remain constrained in
markets with transitional regulatory environments -
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insights that are particularly timely as Vietnam
advances toward full emerging market status.
5.2. Recommendations

For policymakers and regulators: The
insignificant overall effect of foreign institutional
ownership during the study period highlights the
critical need to accelerate and fully implement ongoing
reforms, particularly Decree 245/2025/ND-CP (issued
September 11, 2025), which abolishes arbitrary lower
foreign ownership limits imposed by companies, and
to ensure compliance with the conditions for
Secondary Emerging market reclassification by
September 2026. Targeted policies that encourage
moderate foreign institutional participation (e.g., 10%—
20% stakes) while maintaining safeguards could
significantly strengthen corporate governance, attract
long-term capital, and promote sustainable
development in Vietnam’s emerging stock market.

For corporate managers and boards: Firms should
strategically pursue moderate levels of foreign
institutional ownership to benefit from enhanced
monitoring and governance practices without
triggering  operational or cultural  resistance.
Simultaneously, strengthening relationships with
domestic institutional investors - leveraging their local

expertise and alignment with national priorities - can
optimize financial performance. Managers are
encouraged to adopt more transparent disclosure
practices and governance mechanisms to attract and
retain effective institutional monitors.

For future research: Given the baseline nature of
this study (pre-2025 major reforms), future work
should re-examine the relationships after the 2026
market upgrade to assess whether eased foreign
ownership limits and increased foreign inflows lead to
stronger positive effects. Additional avenues include
incorporating non-financial performance indicators
(e.g., ESG scores, innovation output), exploring non-
linear ownership effects in greater depth, and applying
advanced econometric methods (e.g., GMM or
difference-in-differences)  to  further  address
endogeneity concerns.

In conclusion, this study not only validates the
positive role of institutional ownership in Vietnam’s
listed firms but also critically highlights the regulatory
and contextual barriers that have historically limited
foreign contributions. The findings offer timely,
actionable insights for policymakers, managers, and
researchers as Vietnam continues its transition toward
a more open and efficient capital market.
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