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Abstract

Since the economic crisis in 2008, theorists and practical experts keep their eyes
on stock price crash risk all over the world. In China, Emerging and transformative
background decide that China capital market still stays at primary stage. Under the
circumstance of frequent stock market huge fluctuation, lack of investor protection
and lack of efficient regulation, this paper investigates the factors of stock price crash
risk from corporate behavior, government regulation and media coverage perspective.

First, based on 1999-2011 China A-share companies as the sample data, we
investigate the relationship among seasoned equity offering, non-tradable reform and
stock price crash risk. The results indicate that the stock price crash risk increases
after public placement. Non-tradable reform changes the relationship between public
placement and stock price crash risk. The stock price crash risk decreases after private
placement. Then we classify private placement into three different types, aimed at big
shareholder private placement, aimed at institutional investor private placement and
aimed at mixed private placement. Our results show that the stock price crash risk
decreases after aimed at big shareholder private placement and the stock price crash
risk weakly decreases after aimed at mixed private placement. However, the stock
price crash risk keeps unchanged after aimed at institutional investor private
placement. After lock-up period of aimed at big shareholder private placement, the
stock price crash risk decreases significantly. The stock price crash risk keeps
unchanged after lock-up period of aimed at institutional investor private placement.

Second, based on 1993-2011 China A-share companies as the sample data, we
Investigate the relationship between price limit and stock price crash risk. The results
indicate that the stock price crash and jump risk decrease after price limit which was
effective in 1996. Then we find that the price limit effect is more pronounced in stock
price crash rather than jump risk. Furthermore, the price limit effect is more
pronounced in management overconfidence firms. This results are consistent with
Deb et al (2010), which show that price limit plays important role in investor
protection and improving regulation efficiency.

Third, based on 2002-2011 China A-share companies as the sample data, we
investigate the relationship among the media following, corporate governance



structure and crash risk. The results indicate that the more media following, the lower
stock price crash risk. Further, we discuss that the interactive relationship among
media following, information asymmetry and crash risk. The results show that the
governance role of media on crash risk is more pronounced at non-big4 clients,
non-SOE firms and lower accounting conservatism firms. It suggests that media could
be substitution for information asymmetry factors as a governance mechanism for
crash risk.

These results show that firm issuing new stocks, price limit regulation and media

coverage could reduce stock price crash risk effectively.

Key Words: SEO; Price Limit; Media Coverage; Stock Price Crash Risk; Stock Price
Jump Risk.
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