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Dr 0486 0.252 0.003 3.036 0.559
Leverage 0.454 0.449 0.088 0.872 0171
Size 20341 20.350 14.752 24.067 1.222
Capex 0.064 0.044 0.000 0.277 0.061
Cflow 0.051 0.052 -0.169 0.164 0.050
Nwc -0.046 -0.046 -0.463 0.435 0.166
Div 0.540 1.000 0.000 1.000 0.499
Sgrowth 0.240 0.148 -0.724 3.649 0.532

MK 2 IR g it a5 R AT DLk B, 2002 4,
FHE BT AT R B A S R 16.9% ( H AT
¥l 14.6%). T FE 2000 4, ¥k [E N 12.3 % (8.4%).
Y E N 10.3% (5.5%). fEE N 9.4% (4.9%). HAN
19.4%(17.2%), 1975-1994 W] 3 E Ky 8% (5%), “>*
NI 44570 B KT R R1E (70.6%) Fllf/ME (0.3%)
B, BMeiraK s ElARZRIFEERKRZER, 17
AR I AR A S E S 0 (P A3 -2.3%),
i KA K 35.8%, f/NMEK -15.8%, FHIIT — LML
FEE A R A KO Bk BT R A KO, (R 4
FHAPIEA A A ER R 22 5. N3 2 i, K
T O F AR A B AR AL 7 B A AL R B A
1.230 (A 1), mRIEN 4.327, m/MER L, X
22 WY 2 W A5 B IR AR R AL g R A D ) A R B R 22
S BAN, MEEMSRAE, MXFARTILE (X ) B
S B FR BT AP ME 1.340, M TR b AT A W R AR
A48 B e B A ok 5 1 o

18

BEIFFEIEFR 2008F11%5, F1HE 15-23 1




ERLE

R BEH/AERVUSESAEHAFEKREHEEFER

R ESLEFN B AR B R R A AR FFEFERIERBEREAR
#EAI(1)hRcash

#&EI(2)HIncash REI(T) 1REI(2) TREI(T) TREI(2) TREI(1) TRE(2)
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(3) il As 4k

$%#% Fama 1 French MJEAR, BT #HI R 2 A 6E
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dE,dE,) | RATRURRIRZA BEFE D 0013 0.005 0.000 0.113 0.017
Cash NEHF= 2002F HAR S MA & +2002FE R EIHHR R dD.(@dD.) -0.001 0.000 -0.154 0103 0.015
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Na e 2002 HAAR BH = —2002F BRI A £ —20026F
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Vh=B,+p,Cash+pB E+B.dE +B .dE, +B.dNa + .dNa,

+B,D+p,dD,+B.dD, +B, 1 +B.dl +B dl +B dV +& (6)
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(1) Rcrcfr>1 (2)Recrefr=18¢Rcrcfr>1
e A AR ERE R EERE (BRI AR A H R R

Vo) REL P{E RE P{E RE P{E

Constant 03015 0.000 04555 0001 0,288+ 0000

Cash 1.172%0% 0000 0.760%* 0034 1206+ 0.000

E 0.949%#% 0.007 2285 0.130 1.085%4x 0004

dE, 1.040%kx 0000 -0.956 0313 1.058#3 0.000

dE2 1.960%#* 0.000 0.557 0.507 2.196%%#% 0.000
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Nwe -0.538x -0.348%k -0.553 % -0.363 -0.530% -0.336
(0.000) (0.001) (0.000) (0.001) (0.056) (0.256)
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Sgrowth 0117) (0.039) 0.783) (0.4370 (0.076) (0.075)
Adjusted R? 0.257 0.205 0.252 0.191 0.284 0.257
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Holding Proportion, Over Guarantee and Tunneling:
Evidence from the Guarantee of Chinese Listed Compa-
nies to Their Subsidiaries

Rao Yulei, Zhang Yuan, Peng Diefeng

Abstract Based on the tunneling model of LLSV, we model the way
controlling shareholders tunnel the listed companies by guarantees
to the subsidiaries, and put forward a section-function to analyze the
relationship between the holding proportion of shareholdings and
tunneling. The sample of this paper includes 386 deals of guarantees
which were provided by the listed companies to their subsidiaries
in Chinese A-Share markets of Shanghai and Shenzhen in 2004. By
dividing the sample into two sets as over guarantees and appropriate
guarantees, the paper uses the event study method to examine the
market reaction of the guarantee events, and finds that over guaran-
tees has a significantly negative relation with CAR, while appropriate
guarantees has a positive but not significant relation with CAR. We
can then infer that controlling shareholders tend to transport benefit
from the listed companies by over guarantees to their subsidiaries.
We conduct a regression analysis between the share proportion and
CAR. The results show that 60% of share proportion is a turning
point for the relationship between tunneling and the holding propor-
tion of the first largest shareholders or state-owned shareholders. It
means that when the holding proportion of the largest shareholders is
lower than 60%, there exists the tunneling from the listed companies
by guarantees to subsidiaries. While when the proportion is higher
than 60%, it can result in an alignment effect which effectively re-
strains the controlling shareholders from tunneling. Combining the
classifying variables and critical variables of shareholdings, we find
that: (1) the state-owned listed companies have a higher possibility of
tunneling by over guarantees, and; (2) compared with the variables
between holding proportion of the largest shareholders and the state-
owned shareholdings, we find the latter has more significant relation-
ship between the share proportion and CAR.

Key Words Listed Company; Subsidiary Company; Holding pro-
portion; Over Guarantee; Tunneling
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The Impact of Excess Control of Ultimate Controlling
Shareholders on the Value of Cash Holdings

Shen Yifeng, Kuang Xuewen, Nie Yajuan

Abstract In this paper, we investigate the impact of the separa-
tion of control rights from cash flow rights of ultimate control-
ling shareholders on firm value under the settings of concentrated
ownership structure by focusing on the effect of the separation of
the two rights on the market value of corporate cash holdings. We
first construct an index of the separation of control rights from cash
rights of ultimate controlling shareholders using the 2002-year-end
data from A-share listed companies in China; we then empirically
examine the effects of the separation of control rights from cash
flow rights of ultimate controlling shareholders on the level and
value of corporate cash holdings. The empirical results show: (1)
after controlling the effects of other factors that influence the level
of corporate cash holdings, the ratio of control rights to cash flow
rights is positively related to the level of corporate cash holdings
when the ultimate shareholders are state shareholders; however, the
ratio of control rights to cash flow rights is not significantly related
to the level of corporate cash holdings when the ultimate controlling
shareholders are non-state shareholders. These results show that
state ultimate controlling shareholders show higher preference for
large corporate cash holdings; (2) The value of corporate cash hold-
ings is about ¥ 0.769 when the ratio of control rights to cash flow
rights is above 1 and the ultimate controlling shareholders are state
shareholders; but it is about ¥ 1.206 when the ratio of control rights
to cash flow rights is equal to 1 or above 1 but the ultimate control-
ling shareholders are non-state shareholders. These results show
that the higher preference for large cash holdings of state ultimate
controlling shareholders is a kind of motive for expropriation under
the context of the separation of control rights from cash flow rights.
These results are consistent with the “grabbing hand” hypothesis
advanced by Shleifer and Vishny.

Key Words Control Rights; Cash Flow Rights; Cash Holdings; Ul-
timate Controlling Shareholders
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