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Abstract

In recent years, the private placement has developed rapidly, which has become
not only the most important refinancing way among listed companies but also a
popular investment choice in capital market. While the previous studies on the
investment value of private placement were mainly from the perspective of investors
in secondary market to discuss the announcement effect and long-term stock price
reaction of private placement, this article is based on the perspective of investors in
primary market and is aimed to discuss the investment return at the end of lock-up
period and find out how the placement characters, company characters and market
environments influence the investment return.

This article makes both descriptive and empirical analysis using the data of
private placements of listed companies from 2006 to 2013. This leads to the following
conclusions: despite the risk of illiquidity in lock-up period, the average investment
return in primary market has been very impressive; involvement of major shareholder,
discount rate, proportion of issuance, B/M ratio before the placement has a
remarkably positive influence on the investment return; fund-raising scale, Roe before
the placement has a remarkably negative influence on it. Apart from this, the private
placements which are aimed on asset acquisition or holistic listing always have a
better return than that aimed on project financing; companies in emerging industries
always have a better return than those in traditional industries; state-owned enterprises
always have a better return than private enterprises; and the bear market always has a
better return than bull market. The above conclusions can provide some advice on
investment-decision-making for the investors who are willing to participate in the
private placement in primary market. Besides, the conclusions can also help the listed
companies which adopt private placement to refinance to enhance the future value of

the company shares.
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