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Impact of Price Limit Relaxation on Controlling Shareholders’ Share Pledging

TANG Siyuan, CHEN Wenjiang

(School of Economics and Management, Southwest Jiaotong University, Chengdu 610031, China)

Abstract: In 2020, the daily price limit for stocks on China’s ChiNext board was relaxed from 10% to 20%, creating a quasi-natural

experiment. The regulatory change was exploited to examine the impact of price limit relaxation on controlling shareholders” share pledging. A

sample of firms listed on the Shanghai and Shenzhen main boards and the ChiNext board from 2017 to 2022 was selected, and a difference-in-

differences model was employed.

It is found that price limit relaxation significantly reduces the level of share pledging by controlling

shareholders. Through mechanism analysis, it is found that increased stock price volatility serves as an important channel through which the

relaxation inhibits share pledging. From heterogeneity tests conducted from the perspectives of financing constraints, stock price crash risk, and

the short-selling mechanism, it is found that this effect is more pronounced among firms with tighter financing constraints, higher crash risk,

and those included in the short-selling list. In economic consequence tests, it is further found that price limit relaxation significantly lowers the

level of corporate fund occupation and related-party transactions. The research conclusion can provide references for evaluating the governance

effects of price limit reforms.

Keywords: price limit; controlling shareholders; share pledging; ChiNext board

275



