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""The Mystery of Declining Performance of Equity Refinancing"
—A Reanalysis Based on Directed Financing of Listed Companies

Lv Jun'*/Li Sha’

(1. Institute of Quantitative and Technological Economics, Chinese Academy of Social Sciences, Beijing 100732, China;
2. Project Evaluation and Strategic Planning Research and Consulting Center, Chinese Academy of Social Sciences,
Beijing 100732, China;

3. School of Applied Economics, University of Chinese Academy of Social Sciences, Beijing 102401, China)

Abstract: Based on the panel data of non-financial listed companies in Shanghai and Shenzhen stock exchanges
from 2013 to 2023, this study systematically re-examines the "mystery of declining performance of equity refinancing"
by using double-difference modeling and event study method. The empirical study found that there is indeed a signifi-
cant performance decline in listed companies after the implementation of equity refinancing, and this negative effect is
persistent and has not been significantly weakened in the fifth year after the financing; the time-phased robustness test
finds that the performance decline trend of financing firms has become more significant since the relaxation of refinanc-
ing policy in 2019; the mechanism test indicates that the simultaneous rise in dual agency costs after equity refinancing
is the main reason for the decline in firm performance; heterogeneity analysis shows that higher controlling shareholder
ownership, institutional investor ownership, and state-owned property attributes are effective in mitigating the nega-
tive economic effect of refinancing, while higher management ownership exacerbates this effect. The findings of the
study provide important policy insights for optimizing the financing function of the capital market, supporting the de-
velopment of the real economy and implementing the innovation-driven development strategy under the current new eco-
nomic normal.

Key Words: equity refinancing, governance mechanisms, event analysis, agency costs, capital markets
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