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Does the Equity Pledge of Controlling Shareholders Increase
Corporate Financial Risk?

Empirical Evidence from Private Enterprises

WANG Xinhong, CAO Fan
(School of Management, Xi’an University of Science & Technology, Xi’an 710600, China)

Abstract: Taking A-share private listed companies in Shenzhen and Shanghai from 2014 to 2019 as samples, this paper investi-
gates the impact of controlling shareholders’ equity pledge on corporate financial risk. The results show that the controlling
shareholders’ equity pledge increases the financial risk which is affected by the equity pledge rate. When the controlling
shareholder’s equity pledge rate is high, the effect of equity pledge on corporate financial risk will be more significant. Further re-
search shows that equity checks and balances weaken the effect of equity pledge on increasing corporate financial risks. And the
positive relationship between equity pledge and corporate financial risk will be more significant in companies where the same per-
son acts as the chairman and general manager.

Key Words: controlling shareholder; equity pledge; financial risk; private enterprise; financial decision-making; financial be-

havior
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