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volatility. On the other hand, firms that list on NM without improving governance practices do not earn
positive returns, but are rewarded with higher liquidity and lower volatility.

OWNERSHIP AND CONTROL OF ITALIAN BANKS:
A SHORT INQUIRY INTO THE ROOTS OF THE CURRENT CONTEXT 87

Leonardo Giani

This work does a short inquiry into the past experience of the Italian banking law and the ownership
structure of the Italian credit industry. The inquiry is especially focused on the role played by culture
and other historical events (e.g. political ones) in shaping the Italian economic framework. In other
words, this paper wants to trace a short and descriptive outline of the evolution of the Italian banks’
ownership structure in order to show how political and social factors counted in determining the
present features of the system.

THE EFFECT OF THE SOUTH AFRICAN MARKET CONCENTRATION
ON PORTFOLIO PERFORMANCE 99

Jakobus Daniél (JD) van Heerden, Sonja Saunderson

Portfolio risk is mainly a function of portfolio concentration and covariance between the assets in a
portfolio. This study shows that South Africa experiences a high level of market concentration and that
assets with large weights in the FTSE/JSE All Share Index (ALSI) have large covariances with each
other. Together these two phenomena suggest that a high level of portfolio risk can be expected. Active
portfolio managers in South African generally attempt to decrease portfolio concentration by deviating
from the benchmark’s weighting structure in order to decrease their portfolio risk. The effect of such a
portfolio construction process on the measurement of relative performance, where the ALSI is used as
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‘clienteles’, we document evidence of a residual small-firm effect impacting on incentive strength
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principally through grant size. Given lower small-firm deltas, grant size appears to have been increased
by compensation committees to ensure small-firm CEOs are not under-compensated relative to their
large-firm counterparts.
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mechanism was introduced by the controversial Article 404 of Sarbanes-Oxley Act of 2002. This paper
lays out the internal control provision described in Sarbanes-Oxley Act, presents the extraterritorial
effects on foreign issuers, compares and summarizes overall findings towards ensuring a better
financial environment with regard to the international and European corporate governance framework
applied.
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