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The Design and Choice of Equity-selling
Mechanisms under Information Asymmetry

Abstract Empirical study based on equity financing data from 2006 to 2011
shows that Chinese listed companies choose the equity-selling mechanisms between
public offering and private placement. There is no sub offering method under pri-
vate placement. With higher information asymmetry, listed companies are more
likely to choose private placement, while the monitoring incentive has little influ-
ence on the equity-selling mechanisms. Under information asymmetry, listed com-
panies would choose underwriter with more capital to certificate their value when u-
sing public offering. Due to risk of bought deal, underwriter with lower capital
would influence seasoned equity offering method.

Key words Equity-selling Mechanisms; Information Asymmetry; Monitoring

Incentive
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