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Abstract. In recent years, the application and influence of venture capital in se-

curities companies have gradually received widespread attention. This study aims 

to explore the application and impact of venture capital in securities companies. 

Through in-depth research and data analysis of multiple securities companies, the 

role of venture capital in the business development and operational performance 

of securities companies is revealed. It also analysis the impact of venture capital 

on market competitiveness, capital structure and profibility of securities comp-

nies by using theoretical argumentation.The research results show that venture 

capital plays an important role in improving the profitability and market compet-

itiveness of securities companies. In addition, this study also reveals the role of 

venture capital in the governance, business innovation, and risk management of 

securities companies. The conclusions of the study have important reference 

value for further optimizing the capital market operations of securities companies 

and improving the efficiency of venture capital. 
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1 Introduction 

In recent years, with the rapid development of China's economy and the deepening re-

form of the financial market, the application and influence of venture capital in securi-

ties companies has gradually received widespread attention. As an important part of the 

financial field, securities companies play an important role in the capital market and 

play an important role in promoting economic development and optimising the alloca-

tion of financial resources. However, China's securities market started late, small and 

medium-sized investors are on the side, and the securities market is highly volatile, so 

there are still many problems in the process of development, which makes the securities 

companies also face many risks and challenges, and how to enhance their competitive-

ness with the help of risky investment has become an important issue in front of the 

securities companies and their related practitioners [1]. The purpose of this study is to 

reveal the role and impact of venture capital in the business development and opera-

tional performance of securities companies by conducting an in-depth study of securi-

ties companies. The study will adopt the research method of theoretical proof to analyse  
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the impact of venture capital on the market competitiveness, capital structure and prof-
itability of securities companies. The results of the study will contribute to a compre-
hensive understanding of the effects of venture capital in securities firms, further opti-
mising the capital market operations of securities firms and improving the efficiency of 
venture capital. 

Through in-depth study of the application and effect of venture capital in securities 
companies, we can give full play to the positive role of venture capital, promote the 
development of the business of securities companies, and enhance operational perfor-
mance. According to statistics, the failure rate of the risky enterprises invested by the 
U.S. venture capital firms is about 80 %, but in the long run, the rate of return of venture 
capital is generally between 20 % and 30 %. Therefore, taking venture capital as a part 
of the portfolio of the security company can share the high return brought by venture 
capital [2]. Secondly, this study helps to broaden the understanding of venture capital 
in the governance, business innovation and risk management of securities companies, 
provides decision-making references for relevant practitioners, and also creates more 
business opportunities for the relevant departments of the company. The main busi-
nesses of securities companies include stock underwriting, brokerage, financial con-
sulting, etc., in addition to market research, company analysis and other businesses. By 
participating in the operation of venture capital, securities companies bring related busi-
ness to these business departments and can also cultivate investment banking projects 
for the company [2]. Finally, this study is an important reference value for further pro-
moting the development of securities firms in China's capital market and promoting the 
stable and healthy operation of the capital market. 

2 Securities Companies in Venture Capital 

Securities companies play an important role in venture capital, and they bear the re-
sponsibility of risk control. In the process of risk investment, securities companies can 
make use of their professional knowledge and experience to carry out risk assessment 
and control for investors, so as to reduce the investment risk. 

2.1 The Project Selection 

The essence of venture capital is an investment activity, and securities companies as a 
professional investment institution, with rich investment experience and resources, in 
the selection of projects can be scientifically assessed and analysed to identify the risks 
and opportunities of potential projects, so as to provide investors with feasible invest-
ment solutions [3]. 

2.2 Full Monitoring of The Investment Process 

Once the decision to invest is made, the security company will strictly monitor the im-
plementation of the investment project to ensure that the investment project is carried 
out in accordance with the predetermined plans and objectives in order to reduce the 
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investment risk. During the implementation of the project, the security company will 
track the progress of the project in a timely manner, identify problems and make timely 
adjustments and interventions to ensure that the investment project can achieve the ex-
pected returns. In addition, the risk control of securities companies in venture capital 
investment also includes their work in the contract design and execution. As the repre-
sentative of the investors, the security company will fully consider the interests of the 
investors when signing the contract with the invested enterprise and ensure that the 
contract terms are clear and explicit to ensure that they have certain rights and interests 
protected in the investment process [4-5]. At the same time, in the implementation of 
the contract, the security company will carry out regular risk assessment and review to 
ensure that the invested enterprise operates in accordance with the contract agreement, 
to avoid potential risk hazards. 

3 The Impact of Venture Capital on Securities Companies  

3.1 Investment Opportunities and Channels 

As venture capital is usually related to innovation and high-tech industries, securities 
companies can participate in more projects with high growth and high return potential 
by investing in venture capital funds, etc. So as to expand the company's business field 
[6]. 

3.2 Profit Opportunities 

On the one hand, venture capital is usually associated with high risk and high return, so 
if securities companies can select projects with potential and exit successfully, they will 
gain considerable profit. On the other hand, venture capital can help securities firms 
increase their market share and reputation, improve their visibility and influence, and 
thus attract more clients and capital. 

3.3 Business Model and Institution Building 

Venture capital usually requires investors to participate in project management and de-
cision-making, so securities companies need to establish a more professional and flex-
ible institutional system to adapt to the characteristics and needs of venture capital. This 
also improves the management level and innovation ability of securities companies, 
which contributes to the overall competitiveness of the company [7-8]. 

3.4 The Risk Control and Risk Management of Securities Companies 

Venture capital has high investment risks, securities companies need to establish a per-
fect risk assessment and a management system, timely detection and control of potential 
risks, to protect the rights and interests of investors and the interests of the company. 
At the same time, securities companies also need to strengthen due diligence and risk 
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control of investors and potential projects to reduce investment risks and uncertainties. 
This puts higher requirements on the risk control ability and risk management level of 
securities companies [6]. 

4 Case Study: Dapeng Securities' Venture Capital 
Investment in Ovo International 

4.1 Case Introduce 

Dapeng Securities, one of the largest securities firms in China, has been involved in the 
venture capital industry since 1995, but it didn't go well. The first project it invested in, 
Gamma Knife technology of Ovodan International, was a failure. Although the $10 
million "seed capital" injected by Dapeng Securities at the time successfully launched 
the research and development of the gamma knife technology, many unforeseen diffi-
culties arose afterwards, which ultimately led to Dapeng Securities' failure to make a 
profit. Roc Securities found a good project with huge market potential, but did not turn 
it into a successful case of venture capital investment [9]. 

4.2 Objective Reasons 

Firstly, industry control artificially hindered the development of the product market. 
Securities had estimated the difficulties encountered in product development and pro-
motion, but underestimated the tenacious resistance of alternative products and the con-
straints of various traditional behaviours of the industry management, and the manage-
ment artificially impeded the application of Gamma Knife, a high and new technology 
of medical treatment, in China out of the consideration of protecting the existing tech-
nological pattern and vested interests, and the blow it dealt to Auvo and Gamma Knife 
products was very heavy [10]. 

Secondly, the protection policy for risk investors and venture capital enterprises was 
relatively lagging behind; at that time, the country had not yet introduced a set of sys-
tematic policies and regulations for venture capital, and the preferential policies and 
protection policies for emerging high-tech enterprises were basically blank, leading to 
the fact that Dapeng Securities was "crossing the river by groping the stones" during 
the whole investment process, lacking in policy guidance and protection policies [9]. 

Thirdly, the risk capital export problem; venture capital is different from the place is 
the risk of investment not only to have its entry point, but also have a specific capital 
realisation mechanism as its "export", so as to form a complete investment cycle sys-
tem. Due to the domestic market at that time there is no gem, other capital exit channels 
are not smooth, no "export" problem so that Dapeng Securities has no opportunity to 
realise the original investment has been proliferated, can not get the risk of investment 
in the high-growth stage of the formation of high profits [8]. 

Fourth, the lack of national financing policy. Due to the policy environment and the 
market environment of the serious constraints, like in the start-up phase of the Aowo 
international such as market prospects and competitiveness, but temporarily unable to 
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obtain profit-making venture enterprises, especially private enterprises, basically una-
ble to obtain the capital market financial support [10]. When a capital-intensive enter-
prise like Aovo International needs a large amount of financial support to develop the 
market, it is unable to obtain financial support from commercial banks, which makes 
the capital problem an important obstacle to the development of Aovo International. 

4.3 The Subjective Reasons 

Firstly, lack of experience and ability in venture capital. In 1995, Dapeng Securities 
was in the early stage of its establishment, and at that time, it had insufficient experience 
in venture capital, lacked a professional team specialising in venture capital, and could 
not fully meet the requirements of venture capital in terms of management and human 
resources, and lacked the ability to operate venture capital projects and manage risks in 
a holistic manner, and could not provide all-rounded support in terms of management, 
finance, and finance, and so on. In addition, due to the lack of professional industry and 
market analysts, they have not been able to conduct a thorough perspective on many 
issues, such as the operating ability of the enterprise, the degree of credibility, and the 
prospects of the market in which it is located, resulting in blindness of the investment 
[11-12]. 

Secondly, equity design and continuous capital management. Venture capital is a 
typical financial capital that obtains long-term capital appreciation by transferring eq-
uity. The whole process of venture capital is actually the process of reverse movement 
of capital and equity, and every major link of venture capital, including financing, in-
vestment and capital withdrawal, is a capital operation process with equity as the car-
rier. There were flaws in the equity design of Ovo International, whose equity was 
mainly concentrated on the inventor of the gamma knife technology transformation, 
with the technology inventor acting as the chief executive officer of the enterprise's 
operation and management, to which Roc Securities paid insufficient attention [11]. 
This largely affects the interrelationships among the various subjects of venture capital, 
such as contractual arrangements among the subjects, internal governance structure and 
evaluation of business performance. 

Thirdly, lack of timely inputs into management and supervision mechanisms. 
Dapeng paid much attention to the research of product market and project at that time, 
but neglected the examination of managers, and did not input the management mode 
and managers in time. Venture capitalists put into the enterprise not only the capital, or 
provide management assistance and strict supervision, which reflects the supervisory 
dynamics caused by ownership, and the level of control ability of venture capitalists 
[12]. The technology development capability of Ovo International is very strong, basi-
cally they are all first-class scientists, but inventors are not equal to entrepreneurs, and 
the management team advocated by modern enterprises should be the leadership team 
integrating management, technology, marketing, finance, and operation, which is ex-
actly what Aovo International is.This is exactly what Aovo International lacks [8]. 

Fundamentally speaking, the key to the success or failure of venture capital lies in 
the ability of investment institutions to adhere to their own characteristics, choose the 
right investment path and perfect exit mechanism. 
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4.4 Suggestion 

Firstly, a project reserve and screening system must be established and project screen-
ing must be carried out in strict accordance with scientific procedures; the success of 
venture capital investment depends to a large extent on the inspection, screening, argu-
mentation and cultivation of projects. As some of China's current high-tech enterprises 
are only in a relatively low position in the world industrial chain, it is much more dif-
ficult to obtain a good return, so it is very crucial to select projects and enterprises. This 
requires investment banks to establish their own project reserve and screening system 
to carry out venture capital business, and to select potential and valuable projects from 
the project pool and client base for rigorous argumentation. We have many industry 
analysis experts who are capable of grasping the overall industrial pattern and develop-
ment trend. We have to select and determine the objects of venture capital projects and 
enterprises by means of rigorous market analysis, in-depth research on high-tech indus-
tries and certain new products, and providing decision-making reference materials 
mainly on their market potential, industrial prospect, life cycle, investment return pe-
riod, cash flow, and so on. 

Secondly, it must intervene moderately in the operation of the enterprise, changing 
from pure financing support to active participation in management. Venture capital in-
vests funds into the research and development area of high technology and its products 
that contain considerable risk of failure, so to a certain extent, the real meaning of ven-
ture capital is "risky innovation capital operation", venture capital is a set of investment, 
financing, management, equity operations as one of the financial system engineering, 
so venture capital not only injects funds into the enterprise, but also has the function of 
helping the enterprise. Therefore, venture capital not only injects capital into enter-
prises, but also has the skills needed to help establish new enterprises, develop market 
strategies, organisation and management [13]. Therefore, venture capital must have 
greater enthusiasm to participate in the operation of risky enterprises, and risky enter-
prises should be strictly supervised, so that venture capitalists and venture entrepreneurs 
have the basis of co-operation in the same boat. 

Thirdly, it is necessary to establish long-term and stable strategic partnerships with 
partners. As a kind of long-term, low liquidity equity capital, the average investment 
time of venture capital in developed countries generally reaches 5-7 years. Venture 
capital can only grow continuously if it becomes a complete cycle process, and any 
blockage in one link will make the whole venture capital system lose its due efficiency. 
In view of the non-flexibility of China's venture capital to choose "exports", resulting 
in a venture capital cycle in China will be longer than in other countries, so in a long 
time, China's venture capital should choose a relatively mature, market prospects are 
clearer project or enterprise, and must maintain long-term stable strategic partnership 
with the project enterprise to ensure that the overall venture capital investment. We 
must also maintain a long-term and stable strategic partnership with the project enter-
prises to ensure the stability and sustainability of the whole venture capital system. 

Fourthly, we should insist on the sustainable operation of capital and comprehen-
sively improve the level of financial services. Getting high returns in the pursuit of asset 
liquidity is the unique feature of venture capital. It is based on this behavioural concept 
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that investment banks, with their rich experience in listing and asset restructuring of 
companies, should actively realize multi-channel investment liquidity and asset appre-
ciation through continuous capital operation [14-15]. In addition to using the second 
board market as an "exit" for capital withdrawal, there are also secondary acquisitions, 
commercial sales, management buyouts, over-the-counter transactions, and other ave-
nues to choose from. Investment banks should also adopt a variety of financial instru-
ments to realise a complete and flexible factor market with a reasonable combination 
of mechanisms, so as to provide a full range of financial services for venture capital. 

5 Conclusion 

The purpose of this paper is to explore the application and influence of venture capital 
in securities companies, and to explain the important role of venture capital on the busi-
ness development and operational performance of securities companies. The study 
adopted a theoretical research method to analyse and found the positive impact of ven-
ture capital on the market competitiveness, capital structure and profitability of securi-
ties companies. 

Firstly, the results of the study show that venture capital has a significant effect on 
improving the profitability of securities companies. Venture investment can inject more 
capital and resources into the security company, help the company to develop new busi-
ness and further improve profitability. Secondly, venture capital also has an important 
impact on the market competitiveness of securities companies. Through the introduc-
tion of venture capital, securities companies can gain more market share and better seize 
market opportunities to improve competitiveness. In addition, venture capital also plays 
an important role in the governance, business innovation and risk management of se-
curities firms.  

However, although this study has achieved some research results, there are still some 
shortcomings that need to be pointed out. Firstly, due to the limitation of time and re-
sources, only some securities companies were selected for this study, which may have 
certain research limitations. Secondly, the methodology of this study is not too com-
prehensive in the process of data analysis, and there may be some bias in the analysis. 
Therefore, future research can be more comprehensive in its methodology and use more 
data in order to understand the application and impact of venture capital in securities 
companies in a more comprehensive and objective way. 
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