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Abstract

Market value management is a unique concept of Chinese capital market
that emerged after the stock rights splitting reform. In the background of
full circulation, the interests of tradable and non-tradable shareholders
converge and the goal of listed company changes from profit maximization to
value maximization and the role also changes from refinancing tool of major
shareholders to value creation and management platform of all shareholders.
The philosophy of market value management arises from this background.

However, as our stock market still in initial stage, shortages still
remain in the practice system of the stock market, interest conflicts among
shareholders, management and minority shareholders, stock price deviate
from the intrinsic value, lack of long term stable market returns, which
constraints on growth for market value management playing a positive role.
Consequently, the Nine New Points for the Capital Market propose and
encourage listed companies establish market value management, which has
profound connotations. In our opinion, at present, market value management
should not be grounded on the general understanding, and instead use notions and
aimed in creating value for the company, share price reasonably reflect the
intrinsic value, investors share value. Meanwhile, market value management
is marked on building the market restraint mechanism and interests of the

cooperative mechanisms among shareholders, management and investors,
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and improving the function of capital market instruments. The core of listed
companies’ founding market value management is based on improving the
intrinsic value which takes appropriate measures and instruments to guide
stock price reflect the value of the company better. For those actions that lift
shares and hype theme but ignoring the dominant business under the guise of
market value management, we should draw it outside the red line of market
value management determinedly.

Market value management is an important part of value management for
foreign companies. The ideology of market value management permeates all
aspects of daily operations of listed company such as business and investment
decisions, employee incentive mechanism and investor relationship management.
Listed companies make the stock market price consistent with its real value
through adjusting the debt/equity ratio to optimize its capital size, cost and
uses, unify the corporate value maximization and shareholder value maximization
through establishing good information disclosure system of corporate
governance and encourage employees sufficiently. Additional issuance, share
reduction and stock repurchase, M&A and equity incentives are primary
measures adopted by foreign listed companies in managing market value.

From the practice in China, listed companies manage market value
mainly from three dimensions which are business operation, capital
operation and external relationship management, specific measures include
enhancing sustainable profitability, improving governance structure, acquisitions,
additional issuance, equity incentives, divestitures, spin-offs, and share
repurchases and holdings, intensifying investor relationship management,
promoting analysts management and media relationship management. But,
as market value management in China is still a newborn concept, listed
companies still face many problems in the practice of market value
management, such as fuzzy understanding of the concept of market value
management, doubts on the legal compliance of tools of market value
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management, confused by insider trading, market manipulation and false
representation, etc. In view of this situation, at present, except regulating
and supervising listed companies’ measures according to existing legal
system, administrative and industry self-regulation rules, the regulators
have no specific policies for market value management of listed companies.

To speak in a nutshell, we are still in the exploratory stage of market
value management, both in the theory and practice area; we need to study it
more systematically and specifically to establish theoretical framework and
practical guidelines relating market value management. At this point, in one
hand, we should emphasis more on driving the point of market value
management home and unified the agreed interpretation; in another hand,
during the course of its operating, regulators should define the legal
criterion and specify what market value management advocate and against
for. From such prospective, it is vital to guide listed companies establish a
scientific and standardized market value management system, at the same
time, help execute and implementation of the Nine New Points for the
Capital Market.

Based on this purpose, this report selects and compiles a few typical
cases of market value management from Shanghai Stock Exchange listed
companies in recent years. It stresses more on relevant guidelines for listed
companies to management market value, practical basis for regulators to
distinguish between market value management and illegal acts, which is

helpful in planning the coming phase for market value management.

Abstract
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