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ABSTRACT

ABSTRACT

Equity pledge has emerged as a popular financing method for controlling
shareholders of listed companies, and has gained significant traction in China due to
its unique advantages. However, in recent years, the risks associated with equity
pledge have increased due to the downturn in the stock market. This is mainly because
the continuous decline in stock prices increases liquidation risks and control transfer
risks. As a result, controlling shareholders are incentivized to increase stock prices,
and a large number of studies have shown that share repurchase is an effective way to
achieve this. Consequently, share repurchase has become increasingly prevalent in
China as a means to mitigate the risks associated with equity pledge.

While most companies that announce share repurchases have genuine motives,
a phenomenon of false repurchasing has emerged in recent years. Many companies
have issued share repurchase announcements to achieve their own special purposes,
which has opportunistic characteristics. In particular, companies have used share
repurchase announcements to increase stock prices, suspend pledge risk, and
terminate repurchases after a high proportion of equity pledges. Therefore, there is
a need to investigate the true motives behind share repurchases.

This study aims to analyze the motivation and economic consequences of share
repurchases in a special context using Wanfeng Aowei as a case study. The study first
summarizes relevant research related to equity pledge and share repurchase at home and
abroad, defines key concepts, and analyzes theories. Secondly, the case study explores
the company's basic operating conditions, equity structure, equity pledge status, and
share repurchase process. It verifies the apparent motives disclosed in the company's
announcement, identifies any hidden motives, and analyzes the economic consequences
of false share repurchases. Finally, the study summarizes the insights from the case and

provides relevant suggestions for company-level and minority shareholder actions..

Keywords: share repurchase; equity pledge; Opportunism; False value signals
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