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Abstract: The dilemma of equity financing in A-share market is as follows: on one hand, due to the co-existence of strong major
shareholders and active retail investors, it is easy to generate the tendency of overheated financing and leveraged arbitrage;
therefore supervision should be strengthened. On the other hand, strict regulation can distort market pricing and breed disguised
leveraged financing. In order to achieve the dual tasks of promoting direct financing, protecting the interests of small and medium-

sized investors and guarding against market risks, the regulators need to combine leniency with severity.
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