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Low-cost equity capital financing of listed companies and financial risks

ZHANG Germing, PENG Jian
( School of Business, Central South University, Changsha 410083, China)

Abstract: Listed companies are keen on equity capital financing while neglecting debt capital financing, and
meanw hile tremendous raised capital remains intact or entrusted for investment. This will not only undermine
listed (3()mpanies/ competitiveness but also continuously generate market bubbles, and moreover, the unbalance
structure between direct financing and indirect financing caused by low-cost equity financing will accumulate the
structural risk of the whole financial market. In postWTO China, price-earning ratios of global capital markets
tend to an average level, which is bound to result in the break of the market bubbles and trigger financial risks.
Thus, it is of realistic significance, for the sake of keeping financial risks from happening, to take effective mea-

sures to check increasingly prevailing low-cost equity capital financing.

Key words: listed companies; equity capital financing; price earning ratio; financial risks




