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Abstract

The large scale of A-share pledge is the main potential risk of market fluctuation. By the
end of December 2021, there were 3383 companies with equity pledge financing in Shanghai
and Shenzhen, accounting for 94.26%; The number of pledged shares was 630.263 billion,
accounting for 10.86%; The market value of the pledge is about 5.5 trillion yuan, accounting
for 11.55%. Equity pledge financing has become a very common phenomenon. The bank's
equity pledge business once accounted for more than 80% of the equity pledge business in
and out of the market. The bank has become the main Pledgee in the OTC market of equity
pledge repurchase, and needs to bear the risks of stock closing, deterioration of enterprise
operation and credit default caused by equity pledge. Therefore, for the risk of bank equity
pledge business, reducing the risk caused by equity pledge is worthy of in-depth exploration.

This paper takes the risk management of JS bank's equity pledge business as the main line.
At the same time, considering that JS bank's equity pledge business is more concentrated in
Guangdong and risk events are more prominent, this paper adopts nine risk cases of JS bank's
closing risk in Guangdong as the research sample, based on the data analysis method,
Altman's Z-score scoring method and valuation analysis method in the financial statement
analysis method, Identify the financial risk and valuation risk of the pledgor in the early stage
of the pledge and during the duration of the pledge, judge the early warning ability and
disposal ability of JS bank as the Pledgee for the risk of the pledgor, identify the regulatory
risk and public opinion risk faced by the bank in carrying out the equity pledge business from
the perspective of the bank, and draw corresponding enlightenment from the case analysis.

The main conclusions of this paper are as follows: (1) from the characteristics of industry
distribution and ownership structure, the listed companies of the pledgor are concentrated in
traditional industries and manufacturing industries, and the downward risk of the industry as a
whole is large. And they are all private enterprises, with high equity concentration, wide
shareholding gap among shareholders, frequent replacement of major shareholders, showing a
high risk of instability of ownership structure. (2) From the perspective of operation, the
bankruptcy risk of the case enterprise is also high in the fiscal year with risk exposure, and

this bankruptcy risk appears in advance in previous years; The analysis of valuation indicators



also shows that the stock price valuation of case enterprises generally has the risk of decline
in the risk year. (3) From the analysis of the pledgor's equity pledge motivation, repayment
guarantee method and the value risk of pledged equity, it is found that the pledge motivation
is mainly to meet the liquidity needs, supplement working capital and support enterprise
expansion, but the capital flow is the pledgor itself, indicating that the capital flow is not
transparent and difficult to track. (4) JS bank also faces high public opinion risk and
regulatory risk. Although it is found in the analysis that JS bank has built a relatively perfect
risk management mechanism, there are still deficiencies in targeted risk management of
equity pledge business. Therefore, the case study of JS bank's risk management of equity

pledge business can serve as a warning for other banks.

Keywords: bank;stock pledge;risk identification;risk managemen
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