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ABSTRACT

The purpose of this study is that the enterprises' private placement is under way, and it
takes whole shareholders' benefits into consideration first not the benefits of controlling
shareholders .

In this research, it is found that as Controlling shareholders take personal benefits into
consideration first ,and it meets personal interest hypothesis. Marketing investors don't have
abnormal return while enterprises are claiming private placement. It doesn't possess any
announcement effect.

But oppositely, as Controlling shareholders don't take personal benefits into consideration
first, and it meets signaling hypothesis. Marketing investors could have abnormal return
because enterprises claim private placement. It possesses announcement effect.

For further research, in the relationship between abnormal return and financial ratio in the

short term of private placement, it is found that Price-Book Ratio ~ financial leverage ratio ~
Prior Return -~ stock pledge ratio of controlling shareholder ~ and Free Cash Flow right is

relevant obviously to cumulative abnormal return.
As private placement, is under way, the results below are as follows.

1. While Price-Book Ratio is increasing, cumulative abnormal return is decreasing.

2. While financial leverage ratio is increasing, cumulative abnormal return is increasing as
well.

3.While Prior Return is increasing, cumulative abnormal return is increasing as well.

4. While stock pledge ratio of controlling shareholder is increasing, cumulative abnormal
return is decreasing.

5. While Free Cash Flow right is increasing, cumulative abnormal return is increasing as
well.
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