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ABSTRACT

The early research on equity pledge began in foreign countries and
Taiwan, and Chinese mainland scholars started to study equity pledge late,
because equity pledge system has gradually formed in recent ten years.
Since 2013, equity pledge financing, a convenient financing method, has
exploded in the domestic market with the issuance by the Shanghai and
Shenzhen Exchanges and the China Securities Depository and Clearing
Corporation of the "Business Measures for Stock Pledge Repo
Transactions and Registration and Settlement (Trial)". Moreover, due to
the concentration of equity in domestic listed companies, the controlling
shareholder has the main control right of the company, which leads to the
endless cases of high proportion of equity pledge.

Firstly, this paper reviews the motivation of equity pledge by
controlling shareholders, the risk of pledge, the way to deal with the risk
of pledge, and the economic consequences caused by the high proportion
of equity pledge by controlling shareholders. Then the theoretical
mechanism of the influence of high proportion of equity pledge on
corporate value is analyzed, from earnings management, dividend policy
choice, over investment, information disclosure strategy, capital operation
path to summarize the possible influence mechanism of controlling
shareholder's high proportion of equity pledge on corporate value. The
case part takes Cedar Development Company as the specific research
object, analyzes the motivation and capital investment of the controlling
shareholder's high proportion of equity pledge, and finally explains the
economic consequences caused by the controlling shareholder's high
proportion of equity pledge. Cedar development company "high transfer"
way to stimulate the stock price, manipulating the company suspension

control stock price, false buyback shares to increase the stock price,
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illegal manipulation of information disclosure these four paths are
analyzed. Then, by selecting various profitability indicators, solvency
indicators and development ability indicators to analyze the influence of
the controlling shareholder's high proportion of equity pledge on the
company's financial value, the Z-score model is used to comprehensively
analyze the financial value, and verify the change of financial risk in
various time periods after the high proportion of equity pledge. Finally,
through the Q value theory and EVA model to make a comprehensive
analysis of the value of the company after the high proportion of equity
pledge.

Through the combination of theory and case analysis, this paper
finally draws the conclusion that the purpose of the high proportion of
shares pledged by the controlling shareholder of Cedar Development
Company, and the high proportion of shares pledged by the controlling
shareholder makes the company suffer from the risk of delisting, causing
the deterioration of the company's financial condition and the decline of
the company's value. It also proposes to establish a comprehensive and
perfect due diligence system for the pledgee, and investors should
continue to pay attention to the company's capital operation
announcement and audit report in recent years. Pledge companies should
strengthen internal control, improve the relevant system of the company's
articles of association, introduce some institutional investors to diversify
the company's investment subjects, and set up a perfect equity incentive
plan for senior executives. The market supervision department should
restrict the voting rights of the controlling shareholders of listed
companies beyond a certain pledge rate and disclose the specific
information of the equity pledge of the controlling shareholders of listed

companies in detail.
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11 S 00 A KR L B

ARSI B IS BT U T H AR A W) 202148 FE M S5 4R R S
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Feox A AR TR AR AL B B AEC, BB E AR, KB T IR
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SR ERAR R R, UE 25 A N BUR AN B8 4 B2 5 3 P2 A 06, TSk
A, A FRKE2018-20194F FEWC BN I BUR AN TR NENME MO — 2 THAb B AT
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