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The Regulatory Logic of Transferring Finance
“From Real Economy to Virtual Economy”: Taking the Regulation

of the Listed Companies’ M&A Activities as an Example
JIANG Da-xing
( Law School Peking University Beijing 100871 China)

Abstract: The increasing activity of listed companies” M&A is not all resulting from the impetus of normal
commercial interests. From the pure market point of view the regulatory authorities have the responsibility to
eliminate the irrational M&A activities. If the capital market has its preset functional purpose and service
direction the CSRC can regulate the M&A by increasing the cost of irrational M&A activities making the M&A
transaction a service for the real economic financing development. Rational M&A is a business decision with its
normal trading structure and rhythm. The CSRC can regulate the irrational trade in the types of operation the
frequency the financing channels and scale the mode and the exit channels of the M&A activities. Inter—
industry M&A is the most rational mode. However it is deviating from institutional rationality. We urgently need
to review whether the regulatory logic of inter-industry M&A restriction or prohibition still has its existence value.
In order to curb the irrational M&A it is necessary to limit the frequency of it so as to maintain a reasonable
rhythm. The M&A transaction with its own funds does not usually lead to bluffing M&A. Nevertheless the
leverage buyout is normal and the encouragement of CSRC to leverage buyout has contributed to the activity of
M&A and the existence of irrational M&A. In facing with the strict scrutiny of IPO  backdoor listing or shell-
buying transactions are in accordance with the demand of Chinese business practices but it is strictly regulated
by the CSRC because of the inherent limitation of its competition with IPO. Since the main bodies of backdoor
listing or shell-buying are business entities the practices may also affect the real economy development. Finally
according to the different timeline of the acquirer withdrawing from the enterprise curbing the short-term
speculative M&A transactions and encouraging the long-term investment M&A through the design of the different
income tax rate is another measure to stabilize the M&A investment and transfer the M&A transaction “from
virtual economy to real economy”.

Key Words: listed company; merger & acquisition; transaction; real economy
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