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Abstract: Financing is indispensable in the modern enterprise financial activities, it is 

the most important part of the. Financing decision is to solve the problem of funding 

sources. The source of financing, financing scale, structure, performance and the 

influence enterprise investment decision. This paper further concern is the listing 

Corporation in the refinancing problems after the initial public offering. The listing 

Corporation refinancing refers to the listing Corporation for the first time in the open 

market through financing, in order to maintain its competitive position in the market, re 

financing behavior through the open market. With the deepening of economic reform 

is coming, by optimizing the refinancing market to play a decisive role in the allocation 

of resources to achieve the effective allocation of resources, more has become many 

scholars and practitioners, industry is concerned. Therefore, it is necessary to do a 

detailed understanding and careful study of its development, so as to grasp the 

development trend of the listing Corporation refinancing, refinancing advance toward 

the healthy direction development. In this paper, through the analysis of China's listing 

Corporation, and financing of the status quo bias analysis, find out the financing 

problems, finally obtains the solution to these problems. 
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1. Introduction  

With the comprehensive deepening of reform, the reform of state-owned enterprises 

and the finance, China's securities market has developed unprecedentedly. China's 

stock market is increasing, its market function is deepening and its status is improving. 

The securities market plays an increasingly important role in the market economy and 

has become the focus of attention from all walks of life. Whether it is possible to make 

use of the securities market to invest and finance and make a reasonable decision on 

investment and financing is related to the development and fate of the enterprise. 

However, due to various reasons, China's listed companies make blind investments 

when making refinancing decisions and dividend distribution decisions without 
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combining their actual situation, which often damages the interests of the company. At 

the same time, listed companies will consider their own financing ability when making 

investment decisions, and the financing of corporate financing requires that their 

financing must be based on the effective demand of investment. The decline in the 

effective demand of investment in turn will affect the financing needs of the company, 

and the company's financing costs will also reduce the financing needs. In order to 

avoid the vicious spiral of the investment and financing needs, we urgently need to 

study at the present stage of the development situation of our listed companies 

refinancing development trend, existing problems, so that enterprises, government 

agencies in accordance with the current economic situation is recommended to take 

reasonable and effective measures. 

Huang Shaoan, Zhang Gang's research on the financing structure points out that there 

is a strong preference for equity financing in China's listed companies, and the 

relatively low cost of equity financing is the reason for the equity financing preference, 

pointing out that the underlying reason lies in the current system and policies. It is 

considered that this financing preference will have adverse effects on capital utilization 

efficiency, corporate growth and corporate governance, investors' interests and 

macroeconomic operation after corporate financing. 

 Pan Min in the article "asymmetric information, institutional arrangement of equity and 

the overinvestment of listed enterprises" in the use of equity financing investment 

decision a contains information asymmetries and our existing equity under the 

institutional arrangements between the shareholders in the target enterprise model, 

analyzes the formation mechanism of excessive investment in our city enterprises 

equity financing preference.At present, the refinancing of Listed Companies in China 

still faces many problems, mainly based on the preference of equity financing, and 

many scholars in our country have studied the reasons for it. This paper from China's 

listed companies financing to grasp the development trend of refinancing situation, 

have influence the capital structure of listed companies on the financing, then find out 

the listed companies' refinancing process problems, and puts forward corresponding 

countermeasures to solve these problems, optimize the allocation of resources.  
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2. Analysis of The Current Situation and Bias of Refinancing of Listed 

Companies in China 

2.1 The Status of Refinancing 

It can be obtained from the table 1. Before the split share reform, the proportion of 

funds taken by equity financing is increasing year by year. Before the split share reform 

in 2000, the financing of A shares was still increasing, and the refinancing method was 

supplemented by the distribution of shares and the convertible bonds. After the split 

share reform, although the exclusive advantage of A share financing has eased, it still 

occupies a large proportion. And the allocation of shares, additional and convertible 

bonds have done parallel development. However, A shares still occupy a large 

proportion in general. Does this phenomenon indicate that there is a preference for 

equity financing for listed companies in China? According to the previous literature 

review, domestic scholars Huang Shaoan and Chen think that the listed companies in 

mainland China have equity financing preferences and agree that the low cost of equity 

financing is a direct motivation for equity financing preference. But Tong and others 

have found that the theory of optimal financing is a good explanation for the financing 

behavior of Chinese listed companies.  

Through careful analysis of scholars' research evidence, we can find that scholars who 

support equity financing preferences do not draw conclusions on the basis of rigorous 

argumentation, but simply deduce results. Most of all the listed companies through the 

total asset liability ratio to examine the trend rate of assets and liabilities in each year, 

and each year according to the asset liability ratio of listed companies continued to 

decline as external sources of funds, the proportion of debt financing is declining, the 

proportion of equity financing is rising, and then come to the listed company's equity 

financing preference conclusion. But there are two defects in doing so: (1) the balance 

sheet of each year includes the new listed companies of that year, and the asset liability 

ratio of the new listed companies is generally lower than the average assets and 

liabilities ratio of the listed companies. If we do not eliminate the impact of the assets 

and liabilities of newly listed companies, there will be a deviation. (2) to determine 

whether a company has equity financing preference depends on whether the company 

has both equity financing and debt financing at the same time.  
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Table.1 The summary sheet of Refinancing for 2007-2016 years  

unit:100 million renminbi 

Year A share B.shares 
Rationed 

shares 

Increase 

issue 

Convertible 

bond 

H.shares 

N.shares 

The 

financing 

amount 

2007 7722.99 0.00 227.68 2850.09 54.60 957.18 8680.17 

2008 3457.75 0.00 151.57 2271.80 77.20 317.26 3852.21 

2009 5004.90 0.00 105.97 1870.69 46.61 1073.18 4975.46 

2010 9606.31 0.00 1438.25 2549.83 717.30 2365.62 11953.54 

2011 2825.07 0.00 421.96 1796.55 413.20 7241.12 6182.53 

2012 3127.54 0.00 121.00 2098.10 359.40 1006.84 6712.88 

2013 2802.76 0.00 0.00 0.00 0.00 1066.12 3868.88 

2014 4834.04 0.00 137.98 2100.29 791.78 2253.40 10117.49 

2015 8295.14 0.00 36.43 1980.27 98.00 2679.61 13844.66 

2016 15020.79 0.00 298.51 4300.16 212.52 1236.63 22087.33 

 

2.2 Bias Analysis 

First of all, this article selects from the website of the National Bureau of statistics in 

2007-2016 listed companies of stock financing and bond financing amount of time 

series into line graph, through the analysis of the trend analysis and comparison, it is 

proved that there is a preference for equity financing or refinancing of Listed 

Companies in China.  

In the broken line chart, the amount of stock raising (location is high and fluctuating 

and oscillating) can be used to illustrate the situation of equity financing of listed 

companies, and the amount of debt financing (the highest position, fluctuating and 

decreasing trend) can be used to illustrate the situation of bond financing. It can be 

seen from the picture that since the split share reform, the financing scale of listed 

companies has increased rapidly, which shows the rapid development of our economy. 

After 2010, equity financing showed a downward trend, and debt financing showed an 

upward trend. This indicates that enterprises choose financing methods objectively 

according to macroeconomic conditions, political policies and their own characteristics. 
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Fig.1  Equity financing and debt financing line map  

 

Second, the ratio of assets to liabilities is the ratio of total liabilities to total assets. The 

asset liability ratio indirectly reflects the financing structure of a company. In Table 3, 

the ratio of assets and liabilities of Listed Companies in China from 2007 to 2016 is over 

50%, and the ratio of assets and liabilities to 40%-60% is normal. More than that is an 

indication of excessive debt financing. For about 5 years after the share division, the 

ratio of assets and liabilities has been above 80%, indicating that there may be serious 

excessive debt financing. However, from the beginning of 2012 (except in 2013), the 

asset liability rate of Listed Companies in China entered a normal proportion, and the 

phenomenon of excessive financing has been obviously improved.  

Finally, to sum up, if there is a preference for equity financing of listed companies, in 

the equity financing and bond financing, equity financing in line should be increased 

gradually more intense, but the actual draw the line chart without showing this trend, 

that may not exist in the two is based on the preference of equity financing; the 

balance sheet of the asset liability ratio of listed companies can be seen over the past 

few years has been over financing, but now the situation has improved significantly. So 

overall, strictly speaking, (1) listed companies in the past over financing behavior, but 

up to now, has been significantly improved; (2) by the traditional concept of the impact 

of debt financing relatively more; (3) in recent years, with the continuous development 

of China's financial market, the financing channels of diversified development trend.  
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Table. 2 Asset liability ratios of Listed Companies in China in the past 2007-2016 years  

 

Year 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Asset 

liability 

ratio 

83.64% 85.17% 85.93% 86.17% 84.24% 63.3% 83.37% 60.66% 60.11% 60.06% 

 

3. The Main Problems Facing the Refinancing of Listed Companies in China 

3.1 The Problem of Financing Structure Related to Agency Cost 

In order to discuss this problem from the angle of agency cost, we must first 

understand two concepts: the mechanism of shareholder's risk transfer and the 

motivation of the shareholders' underinvestment. The agency cost theory of modern 

corporate system finds that there are two main agency problems of debt financing 

under the conflict of interests between shareholders and creditors: one is the risk 

transfer motivation of shareholders. It is put forward by Jensen et al. It is assumed that 

shareholders have the opportunity to issue bonds first, then make investment decisions, 

and then sell some or all of them on the market. He has the choice of preference when 

he faces two investment projects with the same returns and different variance. When 

issuing bonds, he can get money from creditors by promising to invest in low risk 

projects, and then he chooses high-risk projects to transfer wealth from creditors to his 

own. The higher the debt ratio is, the more the shareholders prefer to invest in those 

high-risk projects. Because the successful shareholders get more dividends, the loss of 

investment will be borne by the creditor. This is the so-called risk transfer mechanism 

of shareholders. Two is the motive of the shareholders' lack of investment. When the 

goal of shareholders is consistent with managers, managers will reject investment 

projects that can increase market value of enterprises but expect most of them to 

belong to creditors. Debt financing weakens the enthusiasm of shareholders to invest 

in valuable projects and leads to underinvestment.   

The rational creditor will expect the shareholders' motivation to transfer risk and the 

motivation of underinvestment to pay higher remuneration for the enterprise. As a 

result, the cost of financing is increased and the agency cost of debt is generated. 

According to the cost of tax avoidance and bankruptcy risk debt balance theory, 

enterprise to reduce the cost of debt financing must determine an optimal structure to 

mitigate the conflict of interests between shareholders and creditors, reducing the 

incentive to plunder the interests of the creditors of the shareholders, to achieve the 

best effect of financing.  
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3.2 Under the Unidentified and Efficient Use of Funds 

Listed companies lack sufficient research on investment projects. After raising funds, 

they often bring about problems such as insufficient investment, unplanned or ill 

planned funds, weak executive ability and too weak self restriction mechanism. China's 

securities law clearly stipulates that the fund raised by a listed company to issue shares 

must be used according to the purpose of the prospectus, and the purpose of changing 

the use must be approved by the general meeting of shareholders. However, in actual 

operation, it is not an example of a private change of funds in violation of this provision. 

The feasibility study of listed companies on investment projects is not in-depth, money 

can change, piecing together the obvious signs of misappropriating project. Many 

enterprises have problems of shareholders' risk transfer mechanism and insufficient 

investment, which results in rational capital providers unwilling to invest or demand 

higher returns. And in the listed companies to raise funds because of blind investment, 

capital investment, poor project planning, deployment of personnel arrangements are 

inadequate, considering the problem is not perfect, lack of preparation, does not meet 

the minimum cost, cannot guarantee the effective use of funds, resulting in a waste of 

resources, the final performance of the financing efficiency. 

 

3.3 Institutional, property rights and information asymmetry caused by the constraint 

mechanism  

The rationing of credit funds in China is still affected by a certain degree of 

administrative system arrangement. With the reform of commercial bank system, bank 

credit rationing system initiative to play the role of the national macro-control is greatly 

strengthened, but the credit is still the main means; in theory, whether the 

implementation of credit rationing and how to implement, balance and analysis of 

benefits and risks by banks through different financing projects to determine. When 

the incentive and constraint mechanism is effective, the standard of the bank is the 

comprehensive balance of the income of its own assets, the security and the liquidity. 

If the incentive and constraint mechanism lacks the standard of credit rationing, it will 

evolve into the maximization of the personal interests of the bankers, and the problem 

of insider control will be generated. The incentive and restraint mechanism of our 

banking system is obviously different from that of the western developed countries. For 

the bank executives, the primary incentive comes from the implicit control benefits and 

the incumbency consumption of the leadership positions, followed by the social status 

and reputation, and the last is the salary income. This kind of incentive, which is 

dominated by subjective judgment factors, often comes from the preference threat of 

the superior and not the constraint of the shareholders' interests.  
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During the period of reform and opening to the outside world, even during the reform 

of the economic system, most of our banks are state-owned enterprises and are in the 

stage of continuous reform. The proportion of the Uncirculated state-owned shares 

that have been restructured is still high. The bank reform process indicates that it is not 

completely out of the nature of the state-owned enterprises, the property is very high 

degree of homogeneity, the high homogeneity is the difference between the corporate 

creditors and debtors became blurred, inter transaction can not fully market-oriented 

enterprises, large amount of outstanding bank loans or low cost, it is difficult to form an 

effective constraint bank for enterprises.  

According to the theory of asymmetric information, banks and other private lending 

institutions will be more effective than direct financing supervision because borrowers, 

banks and other financial institutions with relatively lower cost in the single lender 

private borrowers of acquiring and processing information, they can effectively 

supervise the information asymmetry problem. Bank loan is one of the main ways of 

debt financing for listed companies in China. According to the analysis of the theory of 

asymmetric information, banks and other private lending institutions will be more 

effective than direct financing supervision because borrowers, banks and other 

financial institutions with relatively lower cost in the single lender private borrowers of 

acquiring and processing information, so they can more effectively supervise the 

information asymmetry problem. This is the so-called "big lender supervision" problem. 

And from the perspective of avoiding the risk of breach of contract and bankruptcy, the 

bank can effectively curb the overinvestment behavior of the manager. However, the 

lender's control of the borrower is subject to the legal system and the environment. 

That is, the effectiveness of the lender's supervision to the borrowers is based on the 

effectiveness of the legal restriction mechanism, and our credit system is relatively 

backward.  

4. Countermeasures 

4.1 Deepening the Reform of Property Rights and Shaping the Real Main Body of The 

Enterprise Bond Market 

Property is the economic and legal basis of the rights and obligations of an enterprise 

bond, and the ownership of an independent property is the institutional premise of the 

enterprise's debt issuance. At present, our country still exists the phenomenon that the 

enterprises with property right do not have the property right, the definition of property 

right is not clear and so on, which causes the enterprise to be unable to bear the risk 

of the bond financing. Therefore, to fundamentally promote the development of the 

corporate bond market, we must deepen the reform of the property right system, 

straighten out the relationship between the enterprises and the government, and 

clearly define the liabilities and risks that the enterprises need to bear. It is convenient 
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for enterprises to determine the best capital structure and the corresponding issuing 

scale according to the size of financing cost and the influence of financing behavior on 

the assets value of the enterprise, and flexibly choose different bond maturity and 

payment way.  

 

4.2 Energetically Developing the Bond Market 

In order to meet the different size of the financing needs of enterprises, especially 

small and medium-sized enterprises, we should vigorously develop the bond market, 

the establishment and perfection of the corporate bond market, the variety and 

structure adjustment of corporate bonds, bond financing tool innovation; developing 

institutional investors, strengthening the legal construction of the bond market, 

corporate bond market to build a perfect legal framework is established; perfect credit 

rating system, vigorously develop new rating agencies; the quality of listed companies 

to actively guide investors to good prospects for the development of long-term 

investment; reduce administrative intervention on corporate bond market operation is 

not necessary, to promote the balanced development of the capital market. 

 

4.3 Perfecting the Corporate Governance Structure and Financing System Innovation 

The proportion of controlling shareholders in China's listed companies is large. It's easy 

to control major decisions such as board of directors and shareholders' meetings and 

so on, while small shareholders are hard to express their wishes. Therefore, we must 

improve the corporate governance structure, create conditions, improve the financing 

structure of the listed companies, improve the supervision mechanism of the company, 

and give full play to the role of the board of supervisors. We should strengthen the 

construction of market bonds, encourage listed companies to actively participate in 

bond investment, adapt to relax the terms of issuance of bonds, fully integrate Internet 

thinking, and enhance the governance effect of debt financing. First, increase the 

supply of the bond market. Second, establish a standard, transparent and fair 

evaluation system of creditor's rights. Third, we should improve the system of debt 

trusteeship and settlement. Through institutional innovation, we can optimize capital 

structure and maximize enterprise value and capital structure with lowest 

comprehensive cost.  

 

4.4 Strengthening the Regulation of Refinancing of Listed Companies and Listed 

Companies 

Strict corporate listing and stock issuance approval system, enterprises independently 

undertake the risk of listing refinancing, so that enterprises decide whether to 

refinance in the case of considering their own profits and risks. Rationally determine 
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the scale of refinancing and increase the limit of additional issuance in a timely manner. 

It will appropriately raise the cost of equity financing, reduce the premium income, and 

suppress the risk of the large shareholders' random increase in the stock. 

Strengthening the supervision of intermediary agencies, ensuring the authenticity of 

information disclosure, and preventing companies from using false financial 

information to defraud the qualification of stock issuance. 

 

4.5 Perfecting the Legislative System and Taking the Road of Market-Oriented Reform 

We should reduce the impact of administrative system factors on capital rationing, 

establish and improve corresponding restraint mechanisms and operational norms, and 

legalization. We should give full play to the initiative role of credit rationing in banking 

system and ensure the effective supervision of borrowers to borrowers. We should 

cultivate and perfect the market system, perfect the market laws and regulations, and 

create a good external environment for the incentive and constraint mechanism of the 

company. 

  

4.6 Establish and Improve the Fund Management Mechanism, Clear the Use and Use of 

Funds 

In order to avoid blindly financing enterprises, excessive financing, inefficient use of 

funds, while reducing investor concerns about risk and behavior caused by the above 

requirements and higher rate of return the possibility of the Securities Industry 

Association and other relevant departments should strictly examine and approval, 

establish and perfect the relevant qualification management and supervision 

mechanism, the use and purpose clear the financing funds, determine the essence of 

application and efficient use of the related interest investors access to security.  

 

5. Summary  

In the process of economic reform, reform of state owned enterprises and opening of 

capital market, Chinese listed companies find themselves improving and improving 

themselves in the process of internationalization with foreign countries. The diversified 

development of the capital market is the inevitable trend of the economic growth and 

the progress of the country. In the continuous emergence and solution of the problems 

existing in the listed companies, the refinancing way will be more diversified, and the 

financing tools will also be more diverse and innovative, and the relevant laws and 

regulations will also continue to improve. On the occasion of deepening the economic 

reform, this paper explores the current situation and existing problems of the 

refinancing of Listed Companies in China, as well as the existing problems, and puts 
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forward some countermeasures. To play a decisive role in the market.It has some 

reference value to optimize the allocation of resources. 
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