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The Study on the Relationship between Collateralized Shares and Firms’
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ABSTRACT

Both the controlling shareholder theory and principle-agency theory pay important roles on the relationship
between collateralized shares and firms’ performance. Yet, little attention has been given to the effect of
collateralized shares. For the reason, we indicate that there is a significantly negative relationship between
collateralized shares and firms’ performance. We further show that there is still a negative relationship between
collateralized shares and firms’ performance when controlling the business cycle condition. Moreover, we
provide evidence that the relationship between collateralized shares and firms’ performance is significantly
sensitive to the debt when the samples are financial distress firms.

Keywords : Collateralized shares, principle theory, controlling shareholders
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