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ABSTRACT

In the summer of 2015, China's stock market experienced a short-term steep fall which
cause social concern. Having risen dramatically in the past 11 month, the stock market
turned the opposite suddenly on June 12 and then slump to a big collapse. This stock market
crash produced such wide influence that the government, in order to defense systemic risk
2 Orlt@mancial and social risk caused by stocks fell, took a series of measures to rescue
the market. The state rescue encourages increasing holdings and limits reducing, which
leads to a boom of shareholdings among listed companies. Under such background,
"risk-free" shareholding increasing appears that some company's actual controller or
chairman encourage employees to increase stock holdings with additional promise to
compensate individually for related loses. A total of 14 listed companies adopt "risk-free"

shareholding increasing during the stock market crash.

The specificity of time and motivation, the possible significance or unknown risk to the
market, make it the focus of social concern. As the emergence of "risk-free" shareholding
increasing is relatively short, the existing discussions mostly are news report or social
assessment, so there is a lake of intensive and systematic study. This article, in a perspective
of risk, proceeds a beneficial exploration on the motivation, market reaction and risk result
of "risk-free" shareholding increasing pattern, making foundations for theoretical study of
issues. In-depth analysis on the newly shareholding increasing pattern, multi-angle reveal of

risk result, have reference value for major shareholders, listed companies, investors as well
11
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as state rescue, also have important practical significance and application value to enrich

relative theoretical study and relevant institution.

Based on the background of stock market crash, this paper analyses the signaling hypothesis,
efficient market hypothesis and market timing hypothesis, providing a theoretical base for
later research. In a perspective of risk, the article studies select Beijing Baofeng Technology
Ltd as case study object to explore in depth the risk motivation, market reaction and
multi-angle risk result of "risk-free" shareholding increasing. The result indicates that
"risk-free" shareholding increasing pattern is actually the outcome of state rescue and
encouragement of increasing holdings under the background of stock market crash, which is
intended to control systemic risk, and prevent eventually financial risk and social risk
caused by stocks fall. "Risk-free" shareholding increasing pattern is to on the one hand
convey a strong promise to the market, and on the other hand support the shareholding
ZOﬂiﬁg The study shows that the "risk-free" shareholding increasing doesn't really
eliminate risks, but to delay or transfer risks to other fields like employees, shareholder,
listed companies and general investors, or even increase the risks. It is not an effective
method to stabilize share price that could not resist the slump in market as a whole. The
government bailout, ignoring cost, undermines the rational operation of the market, and
increases share price fluctuating risk in the future. This makes the market more vulnerable,

and more likely to trigger financial crisis and social problems.

KEY WORDS: "Risk-free" shareholding increasing; Stock market crash; Market rescue; Risk
TYPE OF THESIS: Case Study

v
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0 E R AR RIS A AT S AR, AR SAIRE R, 24 5 HEAi4
[HShE “DT KR SIgAT R, RIS “ BN 77, #EERMI (VR
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FERBHE 002315 351977970.13 133978084.55 1.1500 44.9804
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