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Does Introducing Foreign Strategic
Investors Enhance Firm Value

Evidence from H-share Companies

FAN SH1 ZHENGFEI Lu RAN ZHANG
(Peking University)

Abstract This paper examines if foreign strategic investors enhance the value of H-share
companies. The results show that foreign strategic investors significantly reduce IPO first-day
underpricing and the cost of equity, therefore enhance firm value. Furthermore, we show
that the market-adjusted cumulative abnormal returns (CAR) after IPO are higher for compa-
nies that bring in foreign strategic investors than those that do not. The paper not only con-
tributes to the literature on strategic investors and firm value, but also provides empirical evi-
dence for recently adopted mechanism of introducing foreign strategic investors into China’s
domestic capital market.
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