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An Empirical Study on the Long-Term Return Performance of Private

Placements of Listed Companies in China
GENG Jianxin', LV Yuejin' ,ZOU Xiaoping®
(1. School of Business, Renmin University of China, Beijing 100872, China;
2. Audit Research Institute of China, Audit Office of PRC, Beijing 100086, China)

Abstract: This paper examines both the long-run return performance and long-term accounting performance of listed companies
following private placements issues. This study has found that the long-run return performance and long-term accounting per-
formance of listed companies following private placements issues are no better than those of the matched firms. The paper has
also found that long-run underperformance is not because of the amendment market overreaction of the private placements issu-
ing announcement, but because of investors” uncertainty on the investment growth opportunities due to being over-optimistic.
The company has not achieved a good operating performance and investors” expected profitability of the company which results
in long-run underperformance in stock returns following private placements.

Key Words: private placements issues; long-term return; long-term return performance; long-term accounting performance

listed companies
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