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ABSTRACT

ABSTRACT

On October 30th, 2009, China launched the GEM board at Shenzhen. As a new
independent stock market, there are huge differences on the listed condition, trading
mode, and supervision method and content between the GEM board and the main
board market. The GEM board’s purpose is to offer the entrepreneurial enterprises
financing channel and help the small and medium-sized enterprises develop rapidly.
However, In recent years, Chinese GEM board shows ‘“high-premium, high
price-earnings ratio and high over financing”, especially the over financing ratio is
almost 1.5 times ,which attaches great concern by academics and practitioners. There
are also a variety of voices of doubt on allocation efficiency of IPO over-financing
funds from the public: "GEM board listed companies put millions of over-financing
funds in the bank "," GEM board listed companies spend a large amount of
over-financing funds on real estate", the use of the GEM board IPO over-financing
funds has shown the phenomenon of polarization: on the one hand , some GEM board
listed companies bide their time , did not disclose any use of the over-financing funds ,
or use a large amount of the funds to supplement working capital or pay back bank
loans; on the other hand, some listed companies begin to expand the scale rapidly, or
spend the over-financing funds on the purchase of high-grade office buildings, luxury
cars and so on.

Based on the above research background, the paper studies GEM board IPO over
financing. Firstly, we analyze the situation of GEM board IPO over financing and the
use of IPO over-financing funds. Secondly, we analyze and examine the influence of
the IPO over-financing to the level of the enterprise’s investment efficiency, cash
holdings and performance qualitatively and quantitatively. The results show that, [PO
over financing reduced the enterprise’s investment efficiency, expressed as increased
both the degree of under-investment and over-investment;Meanwhile, in the case of
under-investment, IPO over financing increases the level of the enterprise’s cash

holds,in the case of over-investment, IPO over financing decreases it;
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ABSTRACT

addition,because that IPO over financing led to investment inefficiency, there exists a
negative correlation between IPO over financing and performance.Which means the
higher the degree of over financing, the worse corporate’s performance is. Finally,
based on the conclusions, we proposed policy suggestions to forbid the bad influence

of IPO over-financing from the corporate level and supervisory level.

Keywords: IPO over-financing; Investment Efficiency; Performance
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