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Abstract

Abstract

Though the private placement has a short history in China, it is a surprisingly popular
method of SEO. During the process of private placement, especially the kind of project-based
financing, institutional investors play an important role. Therefore, the study of the investment
decisions of institutional investors in private placement can not only enrich the existing research
on the identity of the private placement investors, but also bring practical significance for listed
companies and institutional investors.

From the perspective of asymmetric information, this paper chose 622 project-based
financing private placement samples from May 8, 2006 to December 31, 2013 to analysis the
investment decision-making process of institutional investors. After combing the current
literatures, we find that information asymmetry in placement process can be divided into two
categories: company-level information asymmetry and project-level information asymmetry. In
the part of empirical study, firstly, the principal component analysis method is used to calculate
the company-level information asymmetry and then investigate the relationship between
project-level information asymmetry and company-level information asymmetry. The empirical
results show that listed companies that have high company-level asymmetric information are
more inclined to introduce lower information asymmetry projects. Secondly, study the impact of
project-level information asymmetry on investment decisions of institutional investors, and then
introduce the variable of discount to further explore this kind of impact. The variables that used
to measure the investment decisions of institutional investors in this paper are as follows: whether
the subscription is from institutional investors, the subscription ratio, the number of institutional
investors. In order to further understand the differences of investment decisions among
institutional investors, this paper divide the institutional investors into two categories according
to their level of information asymmetry. Empirical results show that the lower project-level
information asymmetry, the stronger willingness of institutional investors to subscribe, especially
true for lower level information asymmetry institutional investors. When considering the impact
of the discount, the two types of institutional investors exhibit different behavior: low level
Information asymmetry institutional investors will not weaken their preference for low level
information asymmetry projects even the discount is high ,however, for high level information
asymmetry institutional investors, with the improvement of the discount rate, the negative

correlation between the level of project-level information asymmetry and its willingness to
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Abstract

subscribe will decline. In addition to the above results, we also found that institutional investors
are more favored the companies that are characterized by more profitable, higher systemic risk

and non-state-owned.

Key words: Private Placement ; Institutional Investors; Information Asymmetry
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