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Abstract

Abstract

The equity pledge of China's A-share listed companies will increase the
overall risk of the company. The China Securities Regulatory Commission will
also urge enterprises to deleverage in order to maintain the rationality and growth
of the A-share market and avoid systemic and non-systemic risks. However, the
controlling shareholders and senior managers of listed companies will definitely
notice the negative impact of such problems, and take certain measures to defuse
the financial risks of enterprises after equity pledge, or take measures to cover up
the financial leverage of enterprises, such as the leverage operation of listed
companies through off-balance sheet liabilities, explicit shares and real debts.

In this paper, leverage operation is defined as taking measures to cover up
the financial leverage of an enterprise. By using XLT-LEVM method to measure
the degree of leverage operation, the degree of leverage operation of the explained
variable will lag one stage, and the sample data of all listed companies in China's
A-share market for 15 years from 2005 to 2020 will be measured, and the
relationship between equity pledge and leverage operation will be
empirically-tested. In order to further explore what factors affect the relationship
between equity pledge and leverage of the controlling shareholders and senior
management of listed companies, this paper studies the three dimensions of
whether the listed company changes the audit firm, whether the audit firm issues
non-standard opinions and dividends. Finally, the heterogeneity test and
robustness test of the model were carried out, including sample data replacement,
DID difference method and instrumental variable method.

It is found that (1) Leverage is widespread among listed companies in China.
(2) If the proportion of equity pledge by the controlling shareholders and senior
management of the listed company is higher, the degree of leverage operation of

the listed company is greater. (3) If the proportion of equity pledge by the



Research on the relationship between equity pledge and
leverage operation of Chinese A-share listed companies

controlling shareholders and senior management of the listed company is
higher, the degree of leverage operation of the listed company is greater; And the
change of audit firm has a positive moderating effect on the degree of this effect,
that is, it will strengthen the positive correlation between equity pledge and
leverage operation. (4) If the proportion of equity pledge by the controlling
shareholders and senior management of the listed company is higher, the degree
of leverage operation of the listed company is greater; Moreover, non-standard
opinions issued by audit firms of listed companies have a positive moderating
effect on the degree of this effect, that is, it will strengthen the positive correlation
between equity pledge and leverage operation of listed companies. (5) If the
proportion of equity pledge by the controlling shareholders and senior
management of the listed company is higher, the degree of leverage operation of
the listed company is greater; Dividend distribution of listed companies has a
negative moderating effect on this effect, that is, it will weaken the positive
correlation between equity pledge and leverage.

Key words: equity pledge; leverage; controlling shareholder and senior

management; auditor firm; non-standard opinion; dividend
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