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Abstract

The stock repurchase system first appeared in the relatively complete financing
market of western countries, mainly used to improve the governance structure of
listed companies, and was regarded as an effective capital operation tool. In recent
years, as the structure of China's securities market has become more and more sound,
the stock repurchase operation has also been recognized by large enterprises. At
present, Chinese A-share market is sluggish due to various factors. Share repurchase,
as a signal and tool for listed companies to release the good operating conditions of
the company, has seen a large-scale surge in the number of companies involved. From
2019 to 2021, Youngor used nearly 4 billion free funds to carry out about 30
repurchase operations to repurchase the 600 million common shares issued, which is
also a large-scale share repurchase operation in the industry. The most direct
motivation for companies to carry out share repurchase is to boost market confidence
and push stock prices up. However, the second largest shareholder of Youngor, has
carried out a reduction operation after the announcement of the share repurchase,
which dampened the enthusiasm of market investors. What effect the share repurchase
operation based on hidden motives will bring to listed companies requires further
discussion.

Taking Youngor's share repurchase as the case study object, this paper
introduces the process of Youngor's share repurchase, and explores the motivation of
Youngor's implementation of this long-cycle share repurchase operation, from free
cash flow, earnings per share, financial flexibility, The undervaluation of the
company's stock price and the shielding of the wealth transfer of major shareholders
are verified. In the process, the absolute valuation method and the relative valuation
method are used to verify the authenticity of the motivation for raising the stock price.
Based on the free cash flow hypothesis and the financial effect theory, it is found that
the company's sufficient free cash flow provides innate conditions for its
implementation of share repurchase operations, and improving financial flexibility is
also a key motivation for Youngor. The operation of share reduction and share
repurchase at the same time also verified that Youngor's large share repurchase hides
the hidden motive behind the financial transfer of major shareholders. When
analyzing the market effect of Youngor's share repurchase, the event study method

and BHAR model are used to confirm that Youngor's repurchase operation can only
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bring short-term market announcement effect to the company, the long-term market
effect is not obvious, and the company's stock price has not increased. However,
when using traditional financial indicators and factor analysis to analyze the vertical
and horizontal financial effects, it is found that Youngor's share repurchase has played
a good financial effect and reduced the business risk of the enterprise.

Through a comprehensive analysis of the motivation and economic effect of
Youngor's share repurchase, this paper draws the following conclusions: the market
effect of share repurchase has a positive effect on the company's stock price in the
short term, but it lacks sustained growth momentum. It is not worth advocating that
the left-handed repurchase of the enterprise and the reduction of the right-handed
holding to realize insider trading are not recommended. In addition to market effects,
Youngor's share repurchase has brought good financial effects. In addition, the
Youngor share repurchase incident has enlightenment and guiding significance for the
capital operation of listed companies, investors' investment decisions and the

supervision and management of regulators.

Key words: Youngor; Share repurchase; Repurchase motivation; Market effect;

Financial effect.
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