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Discussion on the Governance Mode of Private Equity Funds in China
from the Perspective of Protecting the Interests of Small and Medium -
sized Investors
take Xu Xiang 's manipulation of securities market for example

WANG Xiao-ting LI Xin-yu
(The business school of Nankai University, Tianjin 300071, China)

Abstract: In February 2017, the case of Xu Xiang 's manipulation of securities market finally came to an
end, arousing the heated discussion about private securities fund governance. We will analyze the case,
Xu Xiang’s manipulation of the securities market, and take this case as an example to study the internal
governance of private securities fund in China. In this paper, the analysis of Xu Xiang's case shows that
there are many shortcomings in the internal governance of private securities funds, including the
investment decision-making mechanism’s lack in democracy and rationality because of the private
managers’ arbitrary behavior, the ambiguity of the capital operation modes, the existence of many
loopholes in the internal supervision system especially the supervision authority’s malfeasance, the
incomplete disclosure and so on. On this basis, We therefore puts forward four improvement strategies
for the internal governance of private securities funds in China: firstly, establish a democratic science
investment decision-making mechanism to improve investment decision-making democracy and
scientific level; secondly, build a healthy and legitimate capital operation mode to protect the long-term
development of private equity funds; thirdly, establish a sound internal supervision system in order to
strengthen the internal supervision and management; the last one is to implement the regulatory
information disclosure requirements.

Key words: Private Securities Fund, Corporation Governance, Investment decision - making

mechanism , Interest of small and medium-sized investors.
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