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What is a WVR structure?
• Contrary to the "one-share, one-vote" structure, a 

“weighted voting right” (WVR) structure refers to the 
governance structure that gives certain persons voting 
power or other related rights that are disproportionate 
to their shareholdings.

• Alphabet, the parent company of Google (31 Jan 2018)

2

Class A B C
# of shares 
outstanding

298,492,525 46,961,288 349,843,717

# of votes per 
share

1 10 0



New Listing Rules in Hong Kong

New listing requirements on the HKEx Main Board 
came into effect on 30 April 2018 for: 
• pre-revenue/pre-profit Biotech Companies
• innovative companies with weighted voting 

right (WVR) structures
• innovative companies seeking a secondary 

listing in Hong Kong
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Specifics about a WVR structure
• A WVR structure must be attached to a specific class of unlisted 

shares.
• Voting power of WVR shares cannot exceed 10 times of the 

voting power of ordinary shares.
• Non-WVR shareholders hold at least 10% of voting power
• The proportion of WVR in issue cannot increase after listing.
• Each WVR beneficiary must be a director of the issuer at the 

time of listing.
• WVR will lapse permanently if: (i) the beneficiary dies/ ceases 

to a director/ is incapacitated/ no longer meets the 
requirements of a director; or (ii) the shares are transferred to 
another person.
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WVR firms in MSCI developed markets
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WVR firms along the timeline

6



WVR firms by timing and industry
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WVR firms that unified their voting 
right classes
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WVR firms by country and voting rights ratio
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Potential effects of WVR structure
Chemmanur and Jiao (2012)

• Value creation effect
– Talented entrepreneurs are protected from 

temporary fluctuation in market valuation and 
takeover threat.

• Loss of discipline effect
– Untalented managers are entrenched.

• Control benefits effect
– Managers favour private control benefits.
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What impact do these effects have in the long run?



Long-horizon performance (1)
• Buy-and-hold returns
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Start of WVR 
structure

one WVR firm

Benchmark: 
A portfolio of up to 30 
firms of similar size, in 
the same industry, and 
on the same exchange.

Holding horizon:
1 year, 3 years, or 5 years

Buy-and-hold return:
Compounding monthly returns in the holding horizon



Long-horizon performance (2)
• Calendar-time portfolio (illustrated with 3 firms)
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Month     1    2    3   4    5   6    7    8    9   10   11  12  13  14  15  16  17 

Firm 1 starts 
WVR structure 
in Month 1

Firm 2 starts 
WVR structure 
in Month 3

Firm 3 starts 
WVR structure 
in Month 6 Holding horizon:

12 months

In each month, the calendar-time portfolio consists of firms that started the 
WVR structure in the past 12 months.



Long-horizon performance (2)
• Five-factor asset pricing model

Dependent variable: monthly return on the calendar-time portfolios
Independent variables:

Rm- rf is the market factor
SMB is the size factor
HML is the value factor
RMW is the profitability factor
CMA is the investment factor

The intercept, so called alpha (α), captures the abnormal return. 
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Buy-and-hold returns
for all WVR firms
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Buy-and-hold returns
for NYSE-listed WVR firms
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Buy-and-hold returns
for Nasdaq-listed WVR firms
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Buy-and-hold returns
for OTC markets
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Buy-and-hold returns
for Canada WVR firms
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Buy-and-hold returns
for Australia and Japan WVR firms
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Buy-and-hold returns
for unification firms



Alphas

22



Key takeaways
• Benefits of diversification. Benchmark 

portfolios tend to have better buy-and-hold 
returns than WVR firms.

• Market environment is important. There is a 
big difference across the markets.

• Firms dynamically optimize their voting right 
structure. There is no evidence against either 
initiation or termination of a WVR structure.
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Characteristics of innovation financing 
(Hall, 2009)

• Innovation progress is highly uncertain. 
• Innovation outcome is firm-specific intangible 

assets with a limited resale market.
• Fund requirement is contingent on gradually 

revealed information.
• Continuous financing is necessary in order to 

keep valuable employees and their knowledge.
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WVR structure and firm innovation
(Baran et al., 2017)

• A WVR structure has a positive effect in 
fostering innovation output (number of patent 
filings), quality (number of citations), and 
creativity (originality and generality)

• The effect declines with firm age. 
• A WVR structure most benefits young 

innovative firms. 
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