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Choice of Private Placement under the View of Information Asymmetry .

Empirical Evidence from Chinese Stock Market
YE Chengang, WU Jianfeng, XIAO Wei

( Center of International Finance and Accounting, University of International Economics and Trade, Beijing 100029, China)

Abstract: The boom of choosing private placements as secondary equity offering (SEO) method appeared in Chinese market
immediately after the “ Administration of the Issuance of Securities by Listed Companies” was announced. This paper investi-
gates the choice of SEO methods by applying the well-developed information asymmetry hypothesis to Chinese market by analy-
zing 372 secondary equity offerings during the period of 2006 —2009. The empirical evidence indicates; 1) The information a-
symmetry (both adverse selection risk and moral hazard risk) can only partly explain the preference of private placements; 2)
controlling consideration strongly affects the choice of private placements.

Key Words: private placement preference; adverse selection; equity refinancing; shareholder controlling consideration;

choice of refinancing mode; information asymmetry
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