

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Competitor Firms’ Stock-Price Reaction to Private Equity Placement Announcements: Evidence from China

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			44 Pages
		
		

		Posted: 14 Feb 2014
		
		
		
	

	
		
			
			




	See all articles by Mohan FonsekaMohan Fonseka
Xi'an Jiaotong University (XJTU)
Sisira R. N. Colombage
Monash Business School
Gao-Liang Tian
Xi'an Jiaotong University (XJTU) - School of Management


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: February 14, 2014

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Private equity funds have taken a strong position in Chinese equity market particularly after the Chinese Security Regulatory Commission started regulating private equity placements (PEP) in 2006. We investigate impact of market reaction to the announcements of the PEP application, withdrawal, rejection, approval, and completion, while examining the cross-sectional differences of the market performance of competitor firms in the industry both in the short and long run. We find that competitors experience a decrease in stock prices in response to the announcements of application, approval, and completion of PEPs and increase in stock prices around the announcements of withdrawal or rejection of applications, suggesting the existence of competitive effects in the short-run. Competitors experience an increase in the long-term stock performance following private placements while also being consistent with competitive effects in the long-run. 
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