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ABSTRACT

ABSTRACT

Private equity investment originated in the United States and has continued to
grow and become an important equity investment method worldwide. The impact it
has on corporate value has always been a topic of academic concern. In the context
of private equity participation investment becoming the mainstream, there are two
problems in the development of private equity in China: on the one hand, for PE
institutions, the equity of Chinese enterprises is relatively concentrated, and
controlling shareholders have absolute discourse power. PE institutions that invest
through participation are almost unable to have a substantial impact on the
company's business decisions, and are in a passive position, facing significant
investment risks; On the other hand, for enterprises, PE institutions tend to be more
speculative in the equity investment model, seeking short-term economic benefits,
which is inconsistent with the strategic goal of enterprises pursuing long-term value
growth. In this context, PE institutions are gradually changing their mindset and
attempting to invest in a controlling direction, seeking a win-win situation between
the long-term value of the enterprise and the return on PE investment. Therefore,
whether private equity holding investment can promote the creation of corporate
value and achieve a win-win situation with the enterprise, and how to achieve long-
term value growth of the enterprise has become a topic worth exploring.

Based on theoretical foundations such as value creation and existing literature
research, this article constructs a mechanism model for the impact of private equity
investment on enterprise value creation, which means that PE directly or through
three paths: corporate governance, technological innovation, and earnings
management has an impact on enterprise value. Based on the above mechanism
model, this article selects one of the few completed exit controlled investment cases
in China - GTJA Holding's investment in Boya for value creation analysis. After

exploring the motivation behind GTJA's investment in Boya, it verifies and
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Value Creation Analysis of PE Holding Investment: A Case Study of GTJA Holdings Boya

supplements the mechanism model of private equity investment affecting enterprise
value creation and answers the above questions.

This article summarizes the 14-year investment process of GTJA in Boya,
starting from three paths: corporate governance, earnings management, and the
impact of technological innovation on value creation. GTJA lays the foundation for
value creation by improving its corporate governance system, strengthens
independent research and development, and promotes enterprise value creation
through external acquisition and innovation. The conclusion is that later earnings
management has a negative impact on the future operation of the enterprise. Then,
from the perspectives of financial performance and market response, the overall
evaluation and validation of GTJA's impact on the value creation of Boya through
the above three paths were conducted. Based on the above analysis, during the
period of GTJA Holdings, Boya 's market was worth a hundred times growth, and
GTJA also gained dozens of times the profits. The PE holding investment method
achieved mutual benefit through interest binding. However, we should also pay
attention to the phenomenon that the corporate governance, earnings management
and other issues that GTJA Holdings encountered in the later stage have a certain
negative impact on Boya 's value creation, that is, PE holding investment can create
value for the enterprise, However, it is still necessary to pay attention to potential
risks to avoid damage to the company's value caused by an unobstructed value
creation path.

The main contributions of this case study are as follows: Firstly, by analyzing
the value creation of GTJA Holding Boya, it effectively supplements the impact
mechanism of private equity holding investment on company value., at the same
time, by deeply exploring the dynamic process of its investment, it can more vividly
demonstrate the mechanism of PE holding investment, enriching the path research
of private equity investment's impact on company value; Secondly, by evaluating
the results of value creation level, that is, the PE holding method has achieved a

win-win situation for both PE and the enterprise, demonstrating the positive impact
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ABSTRACT

of PE on enterprise operation, and providing a new direction for enterprises to make
decisions and choices towards external investors; Thirdly, by summarizing the
problems that hindered the value creation of Boya in the later stage of GTJA
Holdings, it pointed out noteworthy risks for PE Holdings' scientific investment and

operation.

Key Words: Private Equity Investment; Holding Investment; Value Creation
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