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Analyzing Private Equity Scandals by Prospect Theory and Suggesting
Corporate Governance Solutions under National Governance
Modernization

Yang, Yuchen'

( 1.Department of Financial Management, Business School, Nankai University )

Abstract: As an up-rising star in Chinese capital market, private equity has shown its promising prospect.

However, with constant illegal cases springing up, time has come to look into the governance defects of



private equity. Based on prospect theory, | originally set up a utility model, displaying the factors that
influence managers’ illegal behaviors. Then, | utilize the model to study the scandal of Shanghai Baoyin
in 2015 and propose corporate governance solutions. My innovation point lies in the utility model, which |
establish utilizing prospect theory and apply to the corporate governance of private equity. The paper has
important implications for the healthy development of private equity and the promotion of national

governance modernization.

Key Words: Private Equity; Corporate Governance; Private Equity Scandal; Prospect Theory; behavioral

finance
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