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Relationship between equity pledge of controlling shareholders
and overinvestment of listed companies: Based on

moderating effect of corporate governance
HU Xuwei, PENG Xiaohuan
(School of Economics and Management, Zhejiang Sci-Tech University, Hangzhou 310018, China)

Abstract: Equity pledge eases the financing constraints of controlling shareholders, and on the other
hand it promotes the self-interest behavior of controlling shareholders. Macro-overcapacity has aroused
people’s attention to over-investment of micro-enterprises. The influence of controlling shareholders on
investment decisions of listed companies will be adjusted according to their own conditions. Based on the
data of A-share listed companies from 2012 to 2016, the relationship between equity pledge of controlling
shareholders and over-investment of listed companies was empirically studied in this paper, and the
moderating effect of controlling shareholders’ equity ratio and management’s equity ratio in corporate
governance was considered. It was found that: the higher the proportion of controlling shareholders’ equity
pledge, the more serious the overinvestment of listed companies; the higher the shareholding proportion of
controlling shareholders, the weaker the positive correlation between the equity pledge of controlling
shareholders and the overinvestment of listed companies; the higher the shareholding proportion of
management, the weaker the positive correlation between the equity pledge of controlling shareholders and
the overinvestment of listed companies.
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