

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Equity Financing Capacity and Stock Returns: Evidence from China

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of International Financial Markets, Institutions and Money, 22:1277-1291 (2012)
 
        

    
	

	
	
		
		
			30 Pages
		
		

		Posted: 27 Jul 2012
		
			Last revised: 8 Mar 2015
		
		
	

	
		
			
			




	See all articles by Mohan FonsekaMohan Fonseka
Xi'an Jiaotong University (XJTU)
Lalith P. Samarakoon
University of St. Thomas
Gao-Liang Tian
Xi'an Jiaotong University (XJTU) - School of Management


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: July 1, 2012

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We examine the relation between the capacity for financing through rights and seasoned public offers of equity and subsequent stock returns in China. The results show that the capacity for rights and public offers is reliably negatively related with future returns for firms that met regulatory criteria. Further, the capacity for rights offers is strongly negatively related with returns for firms that met the criteria and applied for approval, and for firms that issued equity after meeting the criteria and obtaining approval. Thus, there is clear evidence of a negative relation between equity financing capacity and stock returns in China. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Equity financing capacity, stock returns, rights offers, public offers, China

	
	

	
    

    
	

	
	
		JEL Classification: F3, G12, G15, G32

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Fonseka,  M. M. and Samarakoon,  Lalith P. and Tian,  Gao-Liang, Equity Financing Capacity and Stock Returns: Evidence from China (July 1, 2012). Journal of International Financial Markets, Institutions and Money, 22:1277-1291 (2012),  Available at SSRN: https://ssrn.com/abstract=2118616
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						M. M. Fonseka

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Xi'an Jiaotong University (XJTU)  ( email )

			

			
			
				
				
				
					26 Xianning W Rd.
Xi'an Jiao Tong University
Xi'an, Shaanxi 710049
China

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Lalith P. Samarakoon (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of St. Thomas  ( email )

			

			
			
				
				
				
					2115 Summit Ave
St. Paul, MN  55105
United States

				

				
			

			
				
				
					HOME PAGE: http://www.lalithsamarakoon.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Gao-Liang Tian

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Xi'an Jiaotong University (XJTU) - School of Management  ( email )

			

			
			
				
				
				
					28,Xianning West Road
Xi'an, Shaanxi 710049
China

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				       99

			

		
		
		
			Abstract Views

			      847

		

		
		 
		
			Rank

			  484,861

		

		
	


	
		
            
            	        1 Citations
		

	

	
		
			
				       13 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Emerging Markets: Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Emerging Markets: Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,946

                                    

                                    
                                        PAPERS

                                           19,385

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Erik BerglÃ¶f at Institute of Global Affairs, London School of Economics and Political Science

                                    

                                
                            

                        

                    

                
	
                    International Corporate Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Corporate Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,029

                                    

                                    
                                        PAPERS

                                            8,594

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,637

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: International Economics eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: International Economics eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              634

                                    

                                    
                                        PAPERS

                                            6,419

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Financial Markets Regulation eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Financial Markets Regulation eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              613

                                    

                                    
                                        PAPERS

                                            2,521

                                    

                                

                                
                            

                        

                    

                
	
                    Emerging Markets: Regional Perspective eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Emerging Markets: Regional Perspective eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              257

                                    

                                    
                                        PAPERS

                                              955

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Timothy M. Devinney at The University of Manchester - Alliance Manchester Business School

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Accrual Reliability, Earnings Persistence and Stock Prices

                        
                            By
                                
                                
                                    
                                    Scott A. Richardson, 
                                    
                                
                                    
                                    Richard G. Sloan, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Accrued Earnings and Growth: Implications for Earnings Persistence and Market Mispricing

                        
                            By
                                
                                
                                    
                                    Patricia M. Fairfield, 
                                    
                                
                                    
                                    Scott Whisenant, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Insider Trading, Earnings Quality, and Accrual Mispricing

                        
                            By
                                
                                
                                    
                                    Mark E. Vargus
                                     and 
                                
                                    
                                    Messod D. Beneish
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Inventory Changes and Future Returns

                            
                                By
                                    
                                    
                                        
                                        Jacob K. Thomas
                                         and 
                                    
                                        
                                        Huai Zhang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why is the Accrual Anomaly Not Arbitraged Away?

                            
                                By
                                    
                                    
                                        
                                        Christina A. Mashruwala, 
                                        
                                    
                                        
                                        Shivaram Rajgopal, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Value-Glamour and Accruals Mispricing: One Anomaly or Two?

                            
                                By
                                    
                                    
                                        
                                        Hemang Desai, 
                                        
                                    
                                        
                                        Shivaram Rajgopal, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Accruals and Future Stock Returns: Tests of the Naive Investor Hypothesis

                            
                                By
                                    
                                    
                                        
                                        Ashiq Ali, 
                                        
                                    
                                        
                                        Lee-seok Hwang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Implications of Accounting Distortions and Growth for Accruals and Profitability

                            
                                By
                                    
                                    
                                        
                                        Scott A. Richardson, 
                                        
                                    
                                        
                                        Richard G. Sloan, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Persistence of Earnings and Cash Flows and the Role of Special Items: Implications for the Accrual Anomaly

                            
                                By
                                    
                                    
                                        
                                        Patricia Dechow
                                         and 
                                    
                                        
                                        Weili Ge
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Differential Persistence of Accruals and Cash Flows for Future Operating Income Versus Future Return on Assets

                            
                                By
                                    
                                    
                                        
                                        Patricia M. Fairfield, 
                                        
                                    
                                        
                                        Scott Whisenant, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.122 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

