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Ultimate Control Right and Holding Reduction of
Large Shareholders under Full Circulation
YU Hong-hai's XU Long-bing'**

(1. School of Finance, Shanghai University of Finance and Economics ,
Shanghai 200433, China ;2. Institute of Finance and Economics ,
Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: After the completion of stock circulation reform., the holding
reduction of large-and-small-sized stocks with limited circulation becomes a
key issue. In the theoretical perspective, the paper studies the issue about
the holding reduction of large shareholders through dynamic models and
finds that the optimal holding reduction of controlling shareholders is posi-
tively related with cash flow right and corporate governance level, but has
negative effects on the private benefits of control right and external market
returns. And holding reduction is not the inevitable choice. Meanwhile, ow-
ing to the adjustment cost, holding reduction of controlling shareholders is a
constant and dynamic process. The empirical study verifies the theoretical
prediction. By revealing the inherent mechanism for holding reduction of
large shareholders, the paper provides theoretical support for the adjustment
of large shareholders’ holding structure after the stock circulation reform,
and also explains the current holding reduction to some extent.

Key words: stock circulation reform; full circulation; ultimate control-
ling shareholder; holding reduction of large shareholders; corporate gov-
ernance (FHEHRE & )
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