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Abstract 

The decision to pursue a seasoned equity offering (SEO) and select a flotation method 

involves interconnected factors. Some scholars focused on firm characteristics, offer 

characteristics, stock market factors, and macroeconomic factors as SEO drivers. Others 

emphasized ownership structure, strength of legal system, and private benefits of control as 

key to floatation method choices. These perspectives are complementary, as an SEO is 

incomplete until equity is sold, requiring a holistic view. The study used panel data of 24 

firms listed on the Nigerian Exchange Group that raised SEOs between 2010 and 2022. Data 

were analyzed using a multinomial logit regression, odd ratio, and marginal effects model. It 

argued that capitalization and economic growth have positive effect while foreign exchange 

negatively impacts public offers. It also found that group affiliation, growth opportunity, and 

capital demand have positive effect while operating performance, leverage, and market 

timing indicator have negative effect on rights offer. It further posited that foreign exchange 

has a negative effect on private placement. It concluded that motivations for public seasoned 

equity offerings (PSEO) in Nigeria are capital demand, economic growth, and foreign 

exchange. It also argued that ownership structure, operating performance, sales growth, 

capital expenditure, leverage, and market timing drive rights issues of SEOs. The study 

JOURNAL OF ACADEMIC RESEARCH IN ECONOMICS

VOLUME 18  NUMBER 1  MARCH 2026 33

mailto:seunbelau@gmail.com
mailto:ilo.bamidele@oouagoiwoye.edu.ng
mailto:christopher@oouagoiwoye.edu.ng


further concluded that foreign exchange motivates firms to raise an SEO using private 

placement. 

Keywords: seasoned equity offerings; floatation method; ownership structure; motivations. 

JEL Classification: G32; G35; G14; E44 

1. INTRODUCTION 

Firms source for financial resources for their day-to-day upkeep and 

acquisition of other factors of production which is not limited to owning stake in 

order business ventures for the purpose of satisfying corporate objectives (Hanselaar 

et al., 2019; Hovakimian & Hu, 2020; Le et al., 2020; He et al., 2024). The funding 

may however be sought from different sources depending on the corporate objectives 

that management seeks to achieve. While internal earnings are limited for major 

expansion, soft or collateralized debt may not be realizable due to constraint that 

may affect firm value (Kisser & Rapushi, 2022) or due to inability of a firm to 

exercise self-discretion as a corporate entity due to obnoxious debt covenant (Myers, 

1977; Vahram, 2015). Furthermore, firms with high and extremely high information 

asymmetry about value of firms involved underwriter certification in SEOs using 

rights offering and private placement respectively (Cronqvist & Nilsson, 2004). 

Firms may also consider equity as the preferred financing source due to level of risk 

(Myers & Majluf, 1984) or may choose equity as an optimal financing strategy given 

the firm fundamentals and market conditions pertaining to the environment of such 

firms. 

The choice of selecting internal earnings, debt or equity is determined by 

firm fundamentals and market conditions as established in existing literature 

(Hanselaar et al., 2019; Hovakimian & Hu, 2020; Le et al., 2020; He et al., 2024). 

These factors are identified as ownership structure, group affiliation, profitability, 

dividend, liquidity, leverage, capital demand, asset tangibility, firm size, firm age, 

and growth opportunity. Additionally, offer price, issue proceeds, market timing, 

stock market liquidity, stock market volatility, economic growth, foreign direct 

investment, foreign exchange, interest rate, and unemployment rate. Thus, a firm 

may due to the need to make more profit and decide to raise additional equity to be 

invested in profitable business. However, profitable firms decline making equity 

except in exceptional cases when a firm is expanding beyond the current existing 

structure (Sony & Bhaduri, 2021). A firm may also be due to the need to have enough 

cash for working capital and decide to raise additional funds (Evans et al., 2024).  

A highly geared firm may also decide to use an alternative funding source 

especially equity in order to avoid restrictive debt covenant (Hovakimian & Hu, 

2016). A firm may require financial resources for business expansion, acquisition of 

related business or business diversification (Virolainen, 2009; Hovakimian & Hu, 

2020). A firm may also be due to the need to maintain expensive asset and raise SEO 

while firms may because of high asset tangibility, use it as a collateral for debt and 

shun equity (Hovakimian & Hu, 2020). Firms may also raise additional equity as a 

result of their large size as these firms are popular and being followed by financial 
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analyst especially for firms that engage in corporate social responsibility (Didler et 

al., 2014; Hovakimian & Hu, 2016; Li & Wang, 2022). A young firm may have high 

prospect and dwindling income, making equity the cheapest source of finance as 

debt may become darer while mature firms may have higher capacity for debt as 

such firms may possess tangible assets that can be used as collaterals for loans 

(Hovakimian & Hu, 2016).  

Dividend payment may also be a motivation for SEO as financially 

constrained firms with existing culture of paying dividend may decide to raise 

additional equity to pay shareholders or might just have paid dividend (Bhaduri, 

2015; Evan et al., 2024). Growth opportunity may also serve as motivation for SEO 

decision as firms may as a result of increase in sales and decide to raise additional 

funds in order to expand business operation (Gad et al., 2024). A firm may also be 

due to acquisition of related profitable business or diversification of existing 

investment and make an SEO (Mitchell & Stafford, 2000; DeAngelo et al., 2010). 

Another set of factors that drive equity issuance is the offer characteristics 

as firms may consider low floatation cost of equity, high issue price relative to 

historical price, and issue proceeds and decide to raise additional funds using equity 

(Kim & Song, 2020; Dittmar et al., 2020; Li & Wang, 2022; Gad et al., 2024). 

Hovakimian and Hu (2016) find a positive relation between high stock price and 

seasoned equity issuance. In addition, higher issue proceeds may lead to higher SEOs 

as firms seeking for large funds may find internal earnings and debt to be inadequate 

for the huge funds required which can easily be raised through equity (Li & Wang, 

2022). Furthermore, firms may be due to low floatation cost and decide to raise SEOs 

either to be invested contemporaneously or be kept as financial slack for future use 

when there is opportunity for profitable project (Gustafson, 2018; Sony & Bhaduri, 

2021; Li &Wang, 2022). 

A firm may also consider stock market factors as motivations for SEO 

decision. These stock market factors are market timing, stock market liquidity, and 

stock market volatility. Thus, a firm with high market valuation relative to the book 

value of its shares may decide to an SEO (Baker & Wurgler, 2002; Lorenz, 2020). 

A firm may also take advantage of stock market liquidity to raise an SEO (Hanselaar 

et al., 2019). Additionally, fluctuation in the stock market volatility may precipitate 

firms to make seasoned equity issuance (Ginglinger et al., 2013; Melia et al., 2020; 

Li & Wang, 2022). 

Macroeconomic factors are another set of motivations for seasoned equity 

issuance. This is as firms may be due to changes in economic growth, foreign direct 

investment, local currency, interest rate, and inflation rate be enticed into raising 

additional funds using seasoned equity (Virolainen, 2009; Naveen-Kumar et al., 

2018; He et al., 2024) 

However, these studies enumerated above limited scope to factors peculiar 

to the firm fundamentals and the market conditions without considering that rent-

seeking managers and institutional or majority shareholders may pursue self-interest 

as distinct from that of their firms. While the former may engage in agency cost, the 
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latter may sell overvalued shares and are therefore less concerned about the post-

equity issuance and wellbeing of these firms. The likelihood of rent-seeking and 

agency cost make the models of Jung et al. (1996); Hovakimian & Hu (2020) 

inappropriate in the study of motivations for SEOs for including post-issuance 

performance measure in their regression models.  

The argument of this study is that studies on motivations for SEOs must 

consider firm fundamentals, market conditions, and in addition, consider the choice 

of the floatation method selected to place the new equity to be issued. These become 

pertinent due to the following reasons. First, the reason why firms raise equity is 

different from why they raise it through certain markets (Jensen & Meckkling, 1986; 

Andrikopoulos et al., 2017; Kim & Song, 2020). This implies that factors that cause 

firms to raise equity are different from factors that make firms to choose a particular 

market to sell their shares, that is, the floatation method. Second, a firm may be due 

to the ownership structure, private benefit of control, and the strength of the legal 

system and choose between rights offering or public offering (Bebchuk, 1999; Wu 

et al., 2016). Thirdly, firms make financing decision in the interest of existing 

shareholders (Myers & Majluf, 1984; Baker & Wurgler, 2002).  

Managers are better informed about the quality of their firms than investors 

and will therefore make financing decision that will favor the firm in the absence of 

conflict of interest between managers and existing shareholders (Myers & Majluf, 

1984; Sony & Bhaduri, 2021). Where conflict of interest exists, managers may 

pursue self-interest and act in contrast to the interest of their principal, that is, agency 

cost (Jensen & Meckkling, 1976; Liu et al., 2019). Furthermore, managers take 

advantage of windows of opportunity when there is a positive investor sentiment or 

when there is share mispricing to sell overvalued shares to investors (Baker & 

Wurgler, 2002; Lorenz, 2020). Jung et al. (1996); Hovakimian & Hu (2020) models 

failed to recognize the potential agency conflict between managers and existing 

shareholders to raise funds for agency cost (Jensen & Meckkling, 1976); free 

cashflow hypothesis (Jensen, 1977); expropriation (Eaton & Gersovitz, 1984); and 

related party transaction (Huang, 2012).  

The implication of these arguments is that managers, short horizon 

institutional or majority shareholders may have the incentives to pursue self-interest 

when making the decision to raise equity and choose the floatation method that will 

maximize their expectations with little concern about the aftermath effect on the firm 

in terms of performance. Except for a firm with a strong corporate governance, 

informed institutional or majority shareholders that can prevail on managers to align 

with their interest (Baker & Xuan, 2016). Although, the announcement effect 

(Asquith & Mullins, 1986; Naveen-Kumar et al., 2018); long-run stock 

underperformance (Loughran & Ritter, 1995; Rafik & Azmi, 2019); and long-run 

operating underperformance (Loughran & Ritter, 1997; Kohonen, 2019) are the 

direct consequences of market timing or earnings management of firms (Baker & 

Wurgler, 2002; Lorenz, 2020; González-Sánchez et al., 2023).  

This is perhaps responsible for the reason Jung et al. (1996) and Hovakimian 

and Hu (2016) used post SEO stock returns in their models to connote that managers 
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have to consider their long-run stock returns when making the decision to raise SEO. 

But some managers and short horizon institutional shareholders may sometimes 

ignore the post-issue performances of these firms especially when they are more 

concerned about taking advantage of market imperfection to make profit by selling 

overvalued shares. Therefore, motivations for SEOs ought to consider firm 

fundamentals and market conditions of issuers as well as the market where managers 

or controlling shareholders may consider as the most appropriate to achieve their 

interests.  

This becomes necessary as further evidences show that first, firms’ choice 

of registration method may depend on the level of asymmetry of information. Hence, 

firms avoid shelf registration with lower registration costs due to the less certification 

of the latter so as to avoid higher underpricing (Dennis, 1991). Second, financial loss 

due to issue cancellation is a motive for careful selection of underwritten service to 

be adopted in security issuance (Mwenda, 2021). Third, high quality firms may best 

be suitable for standby rights offers, intermediate firms may choose optimal 

subscription price for their issues (uninsured rights) while low quality firms may 

prefer fully underwritten issue (Hansen & Pinkerton, 1982). This study argues that 

equity issuance decision cannot be complete until the stocks get to the market where 

investors can access it for the purpose of making a purchase.  

Although SEO stock prices are affected by underpricing and discounting 

which are the indirect floatation cost of SEO, this may be reduced if the issue is 

underwritten by reputable underwriters (Kim & Song, 2020). Nevertheless, 

underwriting spread, a direct floatation cost may constitute higher bulk of the 

floatation cost especially where the firm has higher financial distress risk or 

information asymmetry (Ursel, 2006). Both direct and indirect floatation costs are 

not expected to be relatively significant enough that they may erode the bulk of the 

issue proceeds, hence issue cancellation except where the firm has no other 

alternative (Altinkilic & Hansen, 2003; Kim et al., 2010). The above explanation 

shows that SEO motivations are examined in the perspective of firm fundamentals, 

market conditions, and the floatation method. This study intends to align managers’ 

SEO motives in the context of these divergent perspectives. 

This work is similar to Kisser and Rapushi (2022) and He et al. (2024) by 

examining pre-issue ex-ante factors that precipitate firms to raise seasoned equity 

offerings but different by including floatation determinants and excluding post-issue 

performance measures. The study is also similar to the work of Hovakimian and Hu 

(2020) who examine motivation for seasoned equity offerings in the context of post-

issue stock performance. But different by arguing that there are exceptional 

situations when firms do not consider post-issue operating performance (He et al., 

2024). This work is also similar to Cronqvist and Nilsson (2004); Andrikopoulos et 

al. (2017); Kim and Song (2020); and Gao et al. (2022) who examine the 

determinants of floatation methods of seasoned equity offerings but different by 

including the motivations for seasoned equity offerings. To the best knowledge of 

this author, this is new in literature as no study has ever considered this approach. 
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This paper is segmented into five sections. Section two contains literature 

review, section three treats the methodology, section four presents the results and 

summary while section five consists of the conclusion of the study. 

2. LITERATURE REVIEW 

Several finance theories have been identified as being associated with equity 

issuance. Starting with the neoclassical Cobb Douglas production function model 

that firms raise capital for investment purpose in order to create value and satisfy 

utility at a profit. To Jorgenson (1963) using the demand for capital model to align 

with the neo-classical school of thought that the main reason why firms raise funds 

is to invest in profitable project in order to create value and satisfy utility which is 

also supported by several empirical studies (Virolainen, 2009; Kim & Song, 2020). 

And including, Modigliani and Miller (1958;1963) arguments on irrelevance 

proposition and tax adjustment models respectively.  

The imperfection in the capital markets led financial theorists to conclude 

that variant in the availability of information between investors (markets) and firms 

(managers) may affect security pricing (Akerlof, 1970; Spence, 1973; Stiglitz, 2002; 

Sony & Bhaduri, 2021; Li & Wang, 2022). Furthermore, optimality in financing 

decision depicts that managers should find an equilibrium between debt and equity 

depending on the tax shield benefit accruable to the use of debt and the bankruptcy 

cost that may emanate from the excessive use of debt (Kraus and Litzenberger, 1973; 

Kisser & Rapushi, 2022). Further study leads to a new model on the potential conflict 

of interest between a principal and his agents where the latter may pursue self-

interest at the detriment of the former and impact negatively on the value of a firm 

(Jensen & Meckkling, 1976; Huang, 2012).  

However, the model of Jensen and Meckkling (1986) fails to recognize that 

firm’s misfortune may not only come from executive recklessness but also from 

systematic risks which may be out of control of even the most prudent managers 

with the purest intention. Whereas the sole goal of such managers is to align their 

interest with that of their principals. Consequently, Myers and Majluf (1984) explore 

the information discrepancies argument further to posit that loyal managers align 

their interest with that of their principal to take advantage of new investors when 

making financing decision. Relying on the market inefficiency using price effect, 

Baker and Wurgler (2002) affirm that managers also act in the interest of their 

principals to sell overvalued equity to new or uninformed investors. Exploring the 

model of stewardship in finance further, the paternalistic hypothesis states that 

managers will rather not sell undervalued shares in order not to take value from 

existing shareholders and give to new investors.  

This is buttressed by the winner’s curse hypothesis which argues that 

informed and uninformed investors competitively subscribed to optimally priced 

shares while only uninformed investors subscribe to overpriced shares. Further 

arguments state that firms with diverse ownership structure in a highly regulated 

market have low benefit of control to share, hence public offerings while firms with 
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concentrated ownership structure with weak legal system, and high private benefit 

of control issue shares through rights issues in order to prevent outsider from 

usurping control and partake in the control benefit (Bebchuk, 1999; Wu et al., 2016; 

Andrikopoulos et al., 2017; Kim & Song, 2020; Gao et al., 2022).  

3. METHODOLOGY 

This study used secondary panel data extracted from the website of the 

Security and Exchange Commission (SEC, 2023).  The population of the study are 

fifty-four firms listed on the Nigerian Exchange Group (NGX) that conducted SEOs 

between 2010 and 2022. The stratified random sampling technique was used to select 

twenty-four non-financial firms that conducted SEO. The study made use of ex post 

facto research design. Financial data of these firms were taken from their annual 

reports while stock market data was taken from the NGX websites. Data on the gross 

domestic product (GDP) were extracted from the Central Bank of Nigeria Statistical 

Bulletin.  

The data were subjected to pre-estimation tests using Levin-Lin-Chin (LLC) 

to purge the data of the presence of unit root; Shapiro-Wilk test to test for normality 

of the error term; and the variance inflation factor (VIF) to test for multicollinearity. 

The method of analysis is the maximum likelihood estimation techniques where the 

dependent variable is trichotomous while the independent variables are both 

quantitative and dummy variables. The parameter estimation of the models is a 

multinomial logistic regression.  

The multinomial logistic regression models the choice of selecting one out 

of public offerings, rights issues and private placement. This is similar to the work 

of Hovakimian et al. (2004), Andrikopoulos et al. (2017), and Gao et al. (2022) who 

used multinomial logistic regression to examine the probability of SEO floatation 

method. In addition, both the fixed effect models (FEM) and the random effects 

models (REM) were carried out with the appropriate method selected using 

Hausman test. Pseudo R-Square was conducted in order to explain the extent to 

which the independent variables explained the variation in the dependent variables.  

3.1  MODEL SPECIFICATION 

The functional model was written as: 

𝑌𝑖𝑡  = 𝐹 (𝐶𝑂, 𝐺𝐴, 𝐴𝐺𝐸, 𝑅𝑂𝑂𝐴, 𝐶𝑆𝐼, 𝐸𝑃𝑆, 𝑇𝐵𝐴, 𝑆𝐺, 𝑃𝑃𝐸,  

𝐶𝐴𝑃𝐸𝑋, 𝑇𝐷, 𝑃𝑅, 𝑃𝐸𝑅, 𝑆𝑀𝐸𝑇, 𝐺𝐷𝑃, 𝐹𝑂𝑅𝐸𝑋)      (1) 

Static multinomial model was employed for data analysis where the choice 

of SEO decision was 0, 1, 2, and 3 as stated below: 

𝑃(𝑆𝐸𝑂𝑖𝑡 = 1, 2, 3) =  Ʌ[𝛽0 + 𝛽1𝐶𝑂𝑖𝑡 +  𝛽2𝐺𝐴𝑖𝑡 + 𝛽3𝐴𝐺𝐸𝑖𝑡 +
𝛽4𝑅𝑂𝑂𝐴𝑖𝑡 +  𝛽5𝐶𝑆𝐼𝑖𝑡 + 𝛽6𝐸𝑃𝑆𝑖𝑡 +  𝛽7𝑇𝐵𝐴𝑖𝑡 + 𝛽8𝑆𝐺𝑖𝑡 + 𝛽9𝑃𝑃𝐸𝑖𝑡 +
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 𝛽10𝐶𝐴𝑃𝐸𝑋𝑖𝑡 +  𝛽11𝑇𝐷𝑖𝑡 +  𝛽12𝑃𝑅𝑖𝑡 +  𝛽13𝑃𝐸𝑅𝑖𝑡 + 𝛽14𝑆𝑀𝐸𝑇𝑖𝑡 +  𝛽15𝐺𝐷𝑃𝑖𝑡 +
 𝛽16𝐹𝑂𝑅𝐸𝑋𝑖𝑡 +  𝜀𝑖𝑡        (2) 

Where 0, 1, 2, 3 are, no SEO, public offering, rights issue, and private 

placement respectively. CO: controlling ownership, this proxy for ownership 

structure; GA: group affiliation, proxy for protege; ROOA: returns on operating 

assets, proxy for operating performance; CSI: cash and short-term investment, proxy 

for liquidity; EPS: earnings per share, proxy for profitability; TBA: total book assets, 

proxy for firm size; SG: sales growth for growth opportunities; PPE: property, plant 

and equipment for asset tangibility; CAPEX: capital expenditure, proxy for capital 

demand; TD: total debt, proxy for leverage; IPR: issue proceeds, proxy for offer size; 

PER: price earnings ratio proxy for market timing; SMET: stock market value 

traded, proxy for stock market liquidity; GDP: gross domestic product to proxy for 

economic growth; and FOREX is foreign exchange. 

Table 1. Summary of Data Description and Measurement 

S/

N 

Parameter 

Measured 

Variable & 

Symbol 

Measurement 

of Variables 

Variable 

Description 

Justification 

Dependent Variable 

1 Probability 

of SEO 

SEO type  

[P (SEO 

=1, 2, 3)] 

Public offering 

or rights 

offering or 

private 

placement 

The decision 

to issue SEO 

is measured 

by this 

variable 

when the 

beta value is 

greater than 

zero. 

Hovakimian 

and Hu (2020) 

show that 

when the beta 

of any 

variable is 

greater than 

zero, the 

variable 

influences 

SEO decision 

Independent Variables 

a) Fundamental Analysis Variables 

2 Ownership 

Structure 

Controlling 

ownership 

(CO) 

CO 

Percentage of 

institutional 

and family 

shareholding 

High 

ownership 

concentratio

n may 

influence 

rent seeking 

and increase 

equity issue 

probability 

especially in 

the presence 

of wealth 

transfer. 

This is the 

percentage of 

institutional 

and family 

shareholding 

to measure 

ownership 

concentration 

that may 

influence rent 

seeking by 

majority 

shareholders 

(Lee et al., 

2014; Sony & 
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Bhaduri, 

2021). 

3 Protege Group 

affiliation [ 

GA] 

Dummy 

variable of one 

if the firm 

belongs to a 

group. 

Firm that 

belongs to a 

group will 

be motivated 

to sell shares 

even when 

overvalued 

knowing that 

the parent 

company 

will 

subscribe to 

its shares 

even if 

investors 

refuse to 

subscribe to 

the issue due 

to higher 

share price 

or financial 

distress. 

This measures 

if the issuer 

belongs to a 

group that 

may influence 

choosing of 

rights issue 

even if the 

share of the 

firm is 

underpriced 

or highly 

discounted as 

the position of 

a low firm 

that is highly 

distressed 

(Kim and 

Song, 2020; 

Sony & 

Bhaduri, 

2021).  

4 Age Age [AGE] Number of 

years since 

incorporation 

of SEO firms 

to SEO period 

This variable 

measures the 

age of the 

firm to 

determine 

mature or 

growth firms 

There is no 

relation 

between age 

and SEO 

(Autore & 

Kovacs, 2010; 

Huang et al., 

2016) 

5 Operating 

Performanc

e 

Returns on 

Operating 

Asset 

[ROOA] 

Operating 

Income (EBIT) 

divided by 

book value of 

asset 

A profitable 

firm is not 

expected to 

issue equity, 

however, a 

firm whose 

aim is to 

transfer 

wealth from 

investors 

will decide 

to issue 

equity 

despite its 

high 

Firms may be 

driven by 

return on the 

asset value to 

raise SEOs 

(Jung et al., 

1996). 
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profitable 

status. 

6 Firm 

Liquidity 

Cash and 

short-term 

investment 

[CSI] 

Cash and bank 

balance plus 

other short-

term 

investment 

divided by 

total assets 

 

The variable 

measures the 

liquidity of a 

firm. Low 

liquidity 

may increase 

the 

probability 

of SEO 

especially 

when 

expenses is 

rising  

Abraham and 

Harrington 

(2011) argue 

that firms 

with low 

liquidity and 

high debt 

interest will 

have higher 

inclination for 

SEO 

7 Profitabilit

y 

Earnings 

per share 

[EPS] 

Ratio of net 

profit to total 

assets 

Firms that 

intend to 

maximize 

shareholders

’ wealth 

through 

profitability 

will make 

issue for 

business 

expansion. 

Sony and 

Bhaduri 

(2021) find a 

negative 

relation 

between 

profitability 

and SEO 

decision. 

8 Firm Size Book value 

of asset  

[TBA] 

Natural 

logarithm of 

book value of 

assets 

Large firms 

are being 

followed by 

the news and 

should be at 

higher 

advantage to 

make SEO 

due to low 

floatation 

cost 

Abraham and 

Harrington 

(2011) argue 

that this 

variable 

shows the 

prosperity of a 

firm to earn 

investors 

‘confidence 

9 Growth 

Opportunit

y 

Sales 

growth rate 

[SGR] 

Ratio of 

Current period 

sales less 

previous 

period sales to 

previous 

period sales 

The variable 

measures 

growth 

opportunity 

as firms with 

increasing 

growth ratio 

will raise 

more SEO to 

increase 

market 

share.   

Gao et al. 

(2022) argue 

that this 

variable 

increase SEO 

probability. 
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10 Asset 

Tangibility 

Property, 

plant & 

equipment 

[PPE] 

Ratio of fixed 

assets to total 

assets. 

Firms with 

high 

tangibility 

will have 

alternative 

option to 

SEO in form 

of debt. 

This firms 

may have 

lower 

floatation 

cost, easier to 

value, and 

lower 

information 

asymmetry 

(Li & Wang, 

2022) 

11 Leverage Total debt 

to book 

value of 

asset [TD] 

Ratio of total 

debt to book 

value of asset 

Firms with 

high 

leverage will 

have higher 

inclination 

to raise 

equity to 

prevent 

liquidation 

or 

bankruptcy 

risk.  

Frank and 

Goyal (2009); 

Li and Wang 

(2022) argue 

that this 

variable may 

be a sign of 

financial 

distress and 

positive 

relation with 

SEO 

12 Capital 

demand 

Capital 

Expenditur

e [CAPEX] 

Ratio of capital 

expenditure to 

total assets 

Firms that 

are spending 

additional 

funds for 

new project 

will have 

high 

incentive for 

SEO 

Sony and 

Bhaduri 

(2021) show 

that this has a 

positive 

relation with 

SEO 

ii Offer Characteristics 

13 Offer Price 

 

Issue price 

[PR] 

Market price 

per share 

This 

measures the 

price each 

share is sold 

in the market  

Hovakimian 

and Hu (2020) 

reveal that 

firms raise 

equity when 

issue price is 

greater than 

historical 

price 

b) Market Conditions 

iii Stock Market Conditions 

S/

N 

Parameter 

Measured 

Variables 

Symbols 

Measurement 

of Variables 

Variable 

Description

s 

Justifications 

14 Market 

timing  

Price 

Earnings 

Market value 

per share 

divided by 

This 

measures the 

willingness 

Managers sell 

shares at a 

period of 
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Ratio 

[PER] 

earnings per 

share 

of managers 

to sell 

overvalued 

shares 

rising prices 

(Gibilaro & 

Mattarocci, 

2018; Lorenz, 

2020) 

15 Stock 

Market 

Liquidity 

Stock 

market 

equity 

traded 

[SMET] 

Equity traded 

on the stock 

markets 

divided by 

stock market 

capitalization 

This variable 

shows that 

investors 

will be more 

willing to 

trade in a 

stock market 

where it will 

be easier to 

convert their 

investment 

into cash. 

There is a 

positive 

relation 

between stock 

market 

liquidity and 

the 

probability of 

SEO 

(Ginglinger et 

al., 2013; 

Hanselaar et 

al., 2019). 

iv Macro-Economic Factors 

16 Economic 

Growth  

Gross 

domestic 

product 

[GDP] 

Gross 

domestic 

product growth 

rate (new GDP 

less previous 

GDP divided 

by previous 

GDP) 

Firms may 

be due to 

positive 

changes in 

economic 

growth and 

decided to 

make SEO. 

Bolarinwa 

and 

Adegboye 

(2020); There 

is a negative 

relationship 

between SEO 

and GDP 

growth 

(Virolainen, 

2009); (He et 

al., 2024) 

17 Foreign 

exchange 

Foreign 

exchange 

[FOREX] 

Natural 

logarithm of 

annual foreign 

exchange rate 

This is the 

effect of 

fluctuation 

in the local 

currency 

against the 

American 

Dollar on 

SEO 

 It may entice 

foreign 

investors 

when local 

currency loses 

value against 

foreign 

currency and 

makes local 

firms to raise 

SEO when 

local currency 

appreciates 

against the 

dollar. 

Source: Author’s Compilation, 2025 
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Table 2. Unit of Measurement, Sources of Variables and A-priori Expectation  

S/N DESCRIPTION Unit Sources A-priori 

1 Controlling ownership  Percent (rate) Annual report of 

firms 

Positive 

2 Group affiliation Dummy Annual report of 

firms 

Positive 

3 Age Natural 

logarithm 

Annual report of 

firms 

Negative 

4 Return on Operating 

Assets 

Simple ratio Annual report of 

firms 

Negative 

5 Cash and short-term 

investment 

Simple ratio Annual report of 

firms 

Negative 

6 Earnings per share Simple ratio Annual report of 

firms 

Positive 

7 Total book asset Natural 

logarithm 

Annual report of 

firms 

Positive 

8 Sales growth Simple ratio Annual report of 

firms 

Positive 

9 Property, plant & 

equipment 

Simple ratio Annual report of 

firms 

Positive 

10 Capital expenditure Simple ratio Annual report of 

firms 

Positive 

11 Total debt Simple ratio Annual report of 

firms 

Positive 

12 Issue price Natural 

logarithm 

Prospectus Positive 

13 Price earnings ratio Simple ratio Annual report of 

firms 

Positive 

14 Equity traded on the 

stock market 

Simple ratio NGX Annual 

Report 

Positive 

15 Gross domestic 

product 

Natural 

logarithm  

CBN Statistical 

bulletin 

Positive 

16 Foreign Exchange Natural 

logarithm 

CBN Statistical 

bulletin 

 

Source: Author’s Compilation, 2025 

4.   RESULTS AND DISCUSSION 

4.1  DESCRIPTIVE ANALYSIS  

The summary of the descriptive analysis such as means, standard deviation, 

coefficient of variation, minimum, maximum, skewness, kurtosis, Shapiro-Wilk test, 

and number of observations of the study are discussed as represented in table 3.  The 

mean value of SEO is 0.2275, implying that the average probability of choosing 

public offers, rights issues or private placements is 22.75 per cent. The standard 

deviation for the variable is 0.6535 representing variability in the choice of the 

floatation method. The minimum value is zero, implying that there are instances that 

these firms failed to make issues while the maximum value of 3 implies that there 
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are 3 floatation options a firm can choose from, public offer, rights issue, or private 

placement. A skewness of 2.7058 is rightly skewed while a kurtosis of 8.9338 is a 

leptokurtic distribution.  

The mean value of age is 3.60224 with a standard deviation of 0.7204, 

implying that the average age of the firms before the selected period is 36.6803 years 

with moderate variability.  The minimum age is 0 indicating that some of these firms 

have their data captured the same year they were incorporated. The maximum age is 

natural log of 4.5951 indicating 98.99 years. The skewness is -1.3243 while the 

kurtosis is 5.4350 indicating a left tailed leptokurtic distribution. GA has an average 

value of 0.4583 with a standard deviation of 0.4990 indicating that these firms are 

affiliated with other firms on average. The minimum value of 0 indicates that some 

of the firms are not affiliated while the maximum value is 1 indicating that some 

firms belong to a group. A skewness of 0.1672 and kurtosis of 1.0279 indicated a 

left tailed platykurtic distribution.  

CO is on average -0.0001 with a standard deviation of 0.0033, indicating 

that firms with concentrated ownership structure will desist from equity issuance. 

The minimum value is -0.0361 while the maximum value is 0.0359. The skewness 

is -0.6866 with a kurtosis of 95.4750 indicating a left tailed and leptokurtic highly 

peaked distribution. ROOA has a mean value of 0.1145 with a standard deviation of 

0.5233, implying low returns with high deviation. The minimum value is -2.1129 

indicating that some of the firms record negative ROOA while the maximum value 

is 7.5404 indicating high ROOA. The skewness is 10.1796 with a kurtosis of 

141.1259 representing a positively skewed and leptokurtic highly peaked 

distribution.  

CSI has an average value of 0.1018 with a standard deviation of 0.1395, 

implying a low CSI investment. The minimum value is 0.0001 with a maximum 

value of 0.8942. The skewness is 2.4009 with a kurtosis of 9.4741, representing a 

right tailed leptokurtic distribution. EPS has a mean value of 7.8577 with a standard 

deviation of 69.5643, indicating a high level of EPS on the average with a high level 

of dispersion. The minimum value is -240 indicating a high loss while a maximum 

value of 1076.4 shows a high level of profit. The skewness of 12.2439 and a kurtosis 

of 183.57 show a right tailed and highly peaked leptokurtic distribution.  

The average value of TBA is natural logarithm of 0.0858 with a standard 

deviation of 0.3313. The minimum value is -2.8091 while the maximum value is 

1.9315. The skewness is left tailed with a kurtosis of 27.3625, that is a highly peaked 

with a leptokurtic distribution. The average SGR is 0.2416 with a standard deviation 

of 0.8058, representing a low sales growth. The minimum value is -0.9244 indicating 

a negative growth while the maximum growth is 6.161 highlighting a positive 

growth. The skewness of 4.2307 and kurtosis of 25.7350 represent a right tailed 

leptokurtic distribution. The mean value of PPE is 0.4273 with a standard deviation 

of 0.3645 indicating a moderate value. The minimum and maximum values are 0.004 

and 2.8623 respectively. The skewness of 2.3132 and a kurtosis of 16.0455, indicate 

a right tailed and leptokurtic distribution.  
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The average value of capital expenditure is -0.0291 with a standard deviation 

of 1.2108, indicating that these firms recorded negative capital expenditure. The 

minimum value of capital expenditure is -19.6135 while the positive value is 6.3319. 

The skewness value is -13.1398 while the kurtosis is 223.35 representing a left tailed 

leptokurtic distribution. TD has an average value of 1.2652 with a standard deviation 

of 3.3354. The minimum value is 0.1817 and the maximum value is 36.6942. The 

skewness is 6.2671, a rightly skewed with a highly peaked leptokurtic distribution 

value of 51.5170. 

The mean value of PR is 1.8720 with a high deviation value of 1.8367, 

indicating that the variable has on the average a high PR and varies highly among 

these firms. The minimum value is -1.6094 with a maximum value of 7.0118, 

indicating that some firms raise more than 28 multiples of their share market 

capitalization. The skewness is 0.5211 while the kurtosis is 2.7559, indicating a 

rightly skewed platykurtic distribution. PER has a mean value of 47.2256 with a 

standard deviation of 256.6638, implying a high share price relative to EPS. The 

minimum and the maximum values are -1,229.64 and 2,317.70 respectively. The 

skewness is 5.4125 with a kurtosis of 47.54, showing a rightly skewed leptokurtic 

distribution with moderately high peak. 

SMET has a mean value of 0.0870 with a standard deviation of 0.0354, 

showing a moderate SMET to total assets. The minimum is 0.0411 and the maximum 

is 0.1777. The skewness of 0.8977 and kurtosis of 3.8990 show a rightly skewed 

with a moderately peaked leptokurtic distribution. The mean value of GDP is 

18.0114 with a deviation of 0.0912. The minimum and maximum values are 17.8157 

and 18.1281 respectively. The skewness of -0.8737 and kurtosis of 2.5763 are an 

indication of a left tailed platykurtic distribution. The mean value of FOREX is 

5.4759 with standard deviation of 0.3865. The minimum and maximum values are 

5.0127 and 6.0578 respectively. The skewness of 0.07088 with a kurtosis of 1.3952 

reveals a rightly skewed low peaked platykurtic distribution. 

Table 3. Descriptive Analysis of Firm Fundamentals and Market Conditions of SEO Firms 

 Variables Mean Standard Deviation Minimum Maximum 

SEO 0.23 0.65 0.00 3.00 
CO 0.01 0.05 0.00 0.25 
GA 0.46 0.50 0.00 1.00 
AGE 3.60 0.72 0.00 4.60 
CSI 0.10 0.14 0.00 0.89 
ROOA 0.11 0.52 -2.11 7.54 

EPS 7.86 69.56 -240.00 1076.40 

TBA 22.49 5.17 -0.14 28.10 

SGR 0.24 0.81 -0.92 6.16 

PPE 0.43 0.36 0.00 2.86 

TD 1.27 3.34 0.18 36.69 

CAPEX -0.03 1.21 -19.61 6.33 

PR 0.79 2.15 0.01 28.01 

PER 47.23 256.66 -1229.64 2317.70 
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SMET 0.09 0.04 0.04 0.18 

GDP 18.01 0.09 17.82 18.13 

FOREX 5.48 0.39 5.01 6.06 

 Variables Shapiro-Wilk Probability Skewness Kurtosis 

SEO 0.89 0.00 2.71 8.93 

CO 0.27 0.00 4.40 20.84 

GA 1.00 1.00 0.17 1.03 

AGE 0.89 0.00 -1.32 5.44 

CSI 0.69 0.00 2.40 9.47 

ROOA 0.27 0.00 10.18 141.13 

EPS 0.15 0.00 12.24 183.57 

TBA 0.60 0.00 -3.34 15.08 

SGR 0.57 0.00 4.23 25.74 

PPE 0.80 0.00 2.31 16.05 

TD 0.27 0.00 6.27 51.52 

CAPEX 0.17 0.00 -13.14 223.36 

PR 0.97 0.00 9.11 102.08 

PER 0.33 0.00 5.41 47.54 

SMET 0.90 0.00 0.90 3.90 

GDP 0.90 0.00 -0.87 2.58 

FOREX 0.88 0.00 0.07 1.40 

Author’s Compilation (2025) 

4.2.  CORRELATION ANALYSIS 

The correlation matrix is mostly used to find the direction of relationship 

among variables and to identify if multicollinearity exists between the dependent 

variable and the independent variables. Table 4. reveals the correlation analysis 

between SEO and age to be 0.0505, indicating a positive relation. SEO also has a 

correlation value of 0.0518 with group affiliation, implying a positive relation. CO 

has a negative correlation with SEO at -0.0123. SEO has a positive low correlation 

with ROOA at 0.0006. There is a positive correlation value of 0.0250 between CSI 

and SEO. SEO has a negative correlation with EPS at -0.0106. SEO also has a 

negative correlation value of -0.1184 with TBA. There is a positive correlation value 

of 0.0371 between SEO and SGR. PPE has a negative correlation with SEO at -

0.0578.  

SEO has a positive correlation value of 0.0740 with CAPEX. SEO also has 

a positive correlation with total debt at 0.0013. The correlation value between SEO 

and price is 0.0210, indicating a positive relation. SEO has a negative correlation 

with PER at -0.1268. There is a positive correlation between SEO and SMET at 

0.0338. The correlation value between SEO and GDP is 0.0563, indicating a positive 

relation. The correlation between SEO and FOREX is -0.0232, implying a negative 

relation. This correlation value is below the threshold of 0.8 that indicates the 

existence of multicollinearity, therefore, implying absence of multicollinearity 

between each of the variables and SEO. 
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 Table 4. Correlation Analysis of SEO Firms 

 SEO AGE GA CO ROOA CSI EPS TBA SGR 

SEO 1.00                 

AGE 0.05 1.00               

GA 0.05 0.02 1.00             

CO 
-

0.01 
-

0.17 
-

0.23 
1.00           

ROOA 0.00 0.00 
-

0.07 
0.33 1.00         

CSI 0.03 
-

0.02 

-

0.15 
0.06 0.00 1.00       

EPS 
-

0.01 

-

0.24 

-

0.06 

-

0.02 
0.00 0.02 1.00     

TBA 
-

0.12 

-

0.04 

-

0.10 

-

0.16 
0.01 0.04 0.11 1.00   

SGR 0.04 
-

0.12 

-

0.13 
0.21 0.44 0.03 0.03 -0.05 1.00 

PPE  
-

0.06 
0.13 

-

0.18 
0.11 0.07 -0.25 

-

0.10 
-0.09 

-

0.04 

CE 0.07 0.03 0.03 
-

0.19 
0.25 -0.01 0.03 0.08 0.17 

TD 0.00 
-

0.10 

-

0.17 
0.87 0.27 0.00 

-

0.03 
-0.21 0.16 

PR 0.02 0.01 
-

0.05 
0.01 0.06 0.14 0.25 0.23 0.07 

PER 
-

0.13 

-

0.02 
0.16 0.00 -0.03 0.05 

-

0.02 
0.03 0.00 

SMET 0.03 
-

0.12 

-

0.01 
0.00 -0.04 -0.04 0.12 0.02 

-

0.05 

GDP 0.06 0.17 0.00 
-

0.08 
-0.01 0.07 

-

0.06 
-0.01 

-

0.04 

FOREX 
-

0.02 
0.17 0.00 

-

0.02 
0.01 0.11 

-

0.08 
0.00 0.02 

 PPE CE TD PR PER SMET GDP FOREX   

 PPE 1.00          

CE 
-

0.06 
1.00               

TD 0.20 
-

0.54 
1.00             

PR 
-

0.08 
0.00 0.03 1.00           

PER 0.04 0.01 
-

0.13 

-

0.04 
1.00         

SMET 0.05 0.02 
-

0.03 
0.10 0.17 1.00       

GDP 0.15 
-

0.04 

-

0.01 

-

0.07 
-0.14 -0.58 1.00     
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FOREX 0.11 
-

0.03 
0.00 

-

0.10 
-0.12 -0.66 0.85 1.00  

Author’s Compilation (2025) 

4.3 RESULTS FROM THE MULTINOMIAL LOGISTIC 

REGRESSION, ODD RATIO, AND MARGINAL EFFECTS OF SEO 

DECISION 

The result from the regression is a contemporaneous dependent variable 

regressed against contemporaneous independent variables. A multinomial logit 

regression is used to model the choice of selecting one out of more than two choices, 

in this case the choice of choosing not to raise SEO or public offer, rights issues, or 

private placement. The odds ratio makes it possible for logit coefficients to be better 

interpreted through the use of exponential value of the logit coefficients to make 

prediction about the impact of a one-unit change in the independent variable on the 

likelihood (odds) of the result. The marginal effects (dy/dx) of SEO indicating the 

change in the probability of an SEO as a result of a one-unit change in each of the 

independent variables while other independent variables are held constant.  

Multinomial logit regression, odd ratio, and marginal effects are explained 

consecutively in table 5, 6, and 7 respectively. This study discussed the choice of 

selecting public offer first. The multinomial regression model showed that CAPEX 

is positively significant at 1 per cent (coefficient = 10.2262; probability = 0.007). 

The odd ratio for the variable is also positively significant at 1 per cent level 

(coefficient = 27,618.75; probability = 0.007), indicating that a unit increase in 

CAPEX increases the odds of an SEO using public offering by a large margin. The 

marginal effect for CAPEX is positively significant at 5 per cent (coefficient = 

0.1270; probability = 0.045), implying that a unit increase in CAPEX while other 

variables are held constantly increases the likelihood of an SEO using public offering 

by 12.70 per cent.  

The multinomial regression model reveals that GDP is positively significant 

at 5 per cent level (coefficient = 115.3925; probability = 0.040). The odd ratio for 

the variable is positively significant at 5 per cent (coefficient = 1.30e + 50; 

probability = 0.040), implying that a unit increase in GDP increases the odds of an 

SEO using public offering by a very large margin. The marginal effects for the same 

variable are positively marginally significant at 10 per cent level (coefficient = 

1.6905; probability = 0.081); indicating that a unit increase in GDP while other 

variables are held constant, marginally increases the probability of an SEO using 

public offering by 169 per cent. 

The multinomial logit regression shows that GA is positively significant at 

5 per cent ((coefficient = 1.4360; probability = 0.041). The odd ratio of the same 

variable is positively significant at 5 per cent level (coefficient = 4.2041; probability 

= 0.041), implying that a unit increase in GA increases the odds of an SEO by rights 

issues by 320 per cent (4.2041-1). The marginal effects for the variable are positively 

significant at 5 per cent level (coefficient = 0.0682; probability = 0.050), indicating 
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that a unit increase in GA while other variables are held constant increases the 

likelihood of an SEO using rights issue by 6.82 per cent. 

The multinomial logit model reveals that ROOA is negatively significant at 

1 per cent level (coefficient = -5.6954; probability = 0.005). The odd ratio of the 

variable is negatively significant at 1 per cent level also (coefficient = 0.0033; 

probability = 0.005), indicating that a unit decrease in ROOA increases the odds of 

an SEO using rights offer by 99.67 per cent (1 - 0.0033). The marginal effect for the 

variable is negatively significant at 1 per cent level (coefficient = -0.2688; 

probability = 0.005), implying that a unit decrease in ROOA while holding other 

variables constant increases the likelihood of an SEO by 26.88 per cent.  

The multinomial logit model shows that SGR is positively significant at 1 

per cent level (coefficient = 0.7554; probability = 0.008). The odd ratio of the 

variable is positively significant at 1 per cent level (coefficient = 2.1285; probability 

= 0.008), indicating that a unit increase in SGR increases the odds of an SEO using 

rights offer by 112.85 per cent (2.1285-1). The marginal effects for the variable are 

positively significant at 1 per cent (coefficient = 0.0418; probability = 0.007), 

implying that a unit increase in SGR while other variables are held constant increases 

the probability of an SEO by 4.18 per cent. The multinomial logit model reveals that 

CAPEX is positively significant at 1 per cent level (coefficient = 11.4631; 

probability = 0.000). The odd ratio of the variable is positively significant at 1 per 

cent level (coefficient = 95142.71; probability = 0.000), implying that a unit increase 

in CAPEX increases the odds of an SEO using rights offer by a large margin 

(95,142.71-1). The marginal effects for the variable are positively significant at 1 per 

cent level (coefficient = 0.5386; probability = 0.000), indicating that a unit increase 

in CAPEX while holding other variables constantly increases the likelihood of an 

SEO by 53.86 per cent. 

The multinomial logit regression reveals that TD is negatively significant at 

1 per cent level (coefficient = -0.24558; probability = 0.005). The odd ratio is 

positively significant at 1 per cent level (coefficient = 0.0857; probability = 0.005), 

implying that a unit decrease in TD increases the odds of an SEO using rights offer 

by 91.43 per cent. The marginal effects are negatively significant at 1 per cent level 

(coefficient = -0.1180; probability = 0.005), implying that a unit decrease in TD 

while holding other variables constant increases the likelihood of an SEO using 

rights offer by 11.80 per cent. The multinomial logit model shows that PER is 

negatively significant at 5 per cent (coefficient = -0.0101; probability = 0.026). The 

odd ratio is positively significant at 5 per cent level (coefficient = 0.9898; probability 

= 0.026), indicating that a unit decrease in PER increases the odds of an SEO using 

rights offer by 1.02 per cent. The marginal effects are negatively significant at 5 per 

cent level (coefficient = 0.0004; probability = 0.032), signifying that a unit decrease 

in PER while holding other independent variables constant increases the likelihood 

of an SEO by rights offer. 

The multinomial logit regression shows that FOREX is negatively 

marginally significant by 10 per cent level (coefficient = -10.7031 probability = 

0.085). The odd ratio is positively significant at 10 per cent level (coefficient = 
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0.0000; probability = 0.085), implying that a unit decrease in FOREX increases the 

odds of an SEO using private placement by 100 per cent (1-0.0000). 

Table 5. Multinomial Logit Regression 

Variables 
Offer Method 

Logit Regression 

Coefficient Z Probability 

Age 

Public -1.15 -1.35 0.18 
Rights -0.34 -0.76 0.45 
Private 0.72 0.60 0.55 

Group  

Affiliation 

Public 1.45 1.08 0.28 
Rights 1.43** 2.04 0.04 
Private -1.07 -0.70 0.48 

Controlling 

Ownership 

Public -3.35 -0.01 0.99 

Rights -42.63 -0.75 0.45 

Private 82.08 0.37 0.71 

Return on 

operating 

assets 

Public -4.74 -1.16 0.25 

Rights -5.69* -2.84 0.01 

Private -1.52 -0.37 0.71 

Cash and 

short-term 

Investment 

Public -9.04 -0.68 0.50 

Rights -4.47 -1.53 0.13 

Private -1.39 -0.22 0.83 

Earnings per 

share 

Public -0.02 -0.90 0.37 

Rights 0.00 -1.09 0.28 

Private -0.03 -0.84 0.40 

Total Book 

asset 

Public -3.76 -1.03 0.30 

Rights -0.76 -0.98 0.33 

Private -2.12 -0.54 0.59 

Sales growth 

rate 

Public -1.46 -0.51 0.61 

Rights 0.75* 2.63 0.01 

Private -2.24 -1.07 0.29 

Property, 

plant and 

equipment 

Public 2.76 0.96 0.34 

Rights -1.56 -1.30 0.19 

Private -1.18 -0.44 0.66 

Capital 

expenditure 

Public 10.22* 2.68 0.01 

Rights 11.46* 5.19 0.00 

Private 4.38 0.97 0.33 

Total debt 

Public -1.34 -0.71 0.48 

Rights -2.45* -2.84 0.01 

Private 0.21 1.08 0.28 

Price 

Public 0.64 1.62 0.11 

Rights -0.10 -0.61 0.55 

Private -0.06 -0.15 0.88 

Price earnings 

ratio 

Public -0.01 -0.45 0.65 

Rights -0.01** -2.23 0.03 

Private 0.00 -0.64 0.52 

Stock market 

equity traded 

Public 13.76 0.59 0.56 

Rights 3.88 0.35 0.73 
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Private 43.49 1.04 0.30 

Gross domestic 

product 

Public 115.3** 2.05 0.04 

Rights 8.03 0.88 0.38 

Private 67.03 1.37 0.17 

Foreign 

exchange 

Public -9.66 -1.74 0.08 

Rights -0.31 -0.18 0.86 

Private -10.70 -1.72 0.09 

Constant 

Public  -2033.47 -2.06 0.04 

Rights -143.45 -0.92 0.36 

Private -1161.87 -1.34 0.18 

Author’s Compilation (2025) 

Table 6. Odds Ratio of SEO Decision 

Variables Offer 

Method 

Odds Regression 

Coefficient Z Probability 

Age 

Public 0.32 -1.35 0.18 
Rights 0.72 -0.76 0.45 
Private 2.06 0.60 0.55 

Group  

Affiliation 

Public 4.28 1.08 0.28 
Rights 4.20** 2.04 0.04 
Private 0.34 -0.70 0.48 

Controlling 

Ownership 

Public 0.04 -0.01 0.99 

Rights 0.00 -0.75 0.45 

Private 4.44e+35 0.37 0.71 

Return on 

operating 

assets 

Public 0.01 -1.16 0.25 

Rights 0.003* -2.84 0.01 

Private 0.22 -0.37 0.71 

Cash and 

short-term 

Investment 

Public 0.00 -0.68 0.50 

Rights 0.01 -1.53 0.13 

Private 0.25 -0.22 0.83 

Earnings per 

share 

Public 0.98 -0.90 0.37 

Rights 1.00 -1.09 0.28 

Private 0.97 -0.84 0.40 

Total Book 

asset 

Public 0.02 -1.03 0.30 

Rights 0.47 -0.98 0.33 

Private 0.12 -0.54 0.59 

Sales growth 

rate 

Public 0.23 -0.51 0.61 

Rights 2.12* 2.63 0.01 

Private 0.11 -1.07 0.29 

Property, 

plant and 

equipment 

Public 15.75 0.96 0.34 

Rights 0.21 -1.30 0.19 

Private 0.31 -0.44 0.66 

Capital 

expenditure 

Public 27618.75* 2.68 0.01 

Rights 95142.71* 5.19 0.00 

Private 80.06 0.97 0.33 

Total debt 

Public 0.26 -0.71 0.48 

Rights 0.08* -2.84 0.01 

Private 1.24 1.08 0.28 
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Price 

Public 1.90 1.62 0.11 

Rights 0.90 -0.61 0.55 

Private 0.94 -0.15 0.88 

Price earnings 

ratio 

Public 0.99 -0.45 0.65 

Rights 0.98** -2.23 0.03 

Private 1.00 -0.64 0.52 

Stock market 

equity traded 

Public 944413.40 0.59 0.56 

Rights 48.25 0.35 0.73 

Private 7.70e+18 1.04 0.30 

Gross 

domestic 

product 

Public 1.30e+50** 2.05 0.04 

Rights 3060.78 0.88 0.38 

Private 1.29e+29 1.37 0.17 

Foreign 

exchange 

Public 0.00 -1.74 0.08 

Rights 0.73 -0.18 0.86 

Private 0.00 -1.72 0.09 

Constant 

Public  0.00 -2.06 0.04 

Rights 0.00 -0.92 0.36 

Private 0.00 -1.34 0.18 

Author’s Compilation (2025) 

Table 7. Marginal Effects of SEO Decision  

Variables 
Offer Method 

Marginal Effects Regression 

Coefficient Z Probability 

Age 

Public 0.0166 -1.23 0.217 
Rights 0.0145 -0.67 0.503 
Private 0.0084 0.64 0.522 

Group  

Affiliation 

Public 0.0189 0.91 0.360 
Rights 0.0682** 1.96 0.050 
Private -0.0130 -0.78 0.438 

Controlling 

Ownership 

Public 0.0176 0.01 0.996 

Rights -2.1470 0.77 0.444 

Private 0.9212 0.38 0.705 

Return on 

operating 

assets 

Public -0.0582 -0.93 0.353 

Rights -0.2688* -2.80 0.005 

Private -0.0110 -0.26 0.794 

Cash and 

short-term 

Investment 

Public -0.1252 -0.62 0.533 

Rights -0.1992 -1.37 0.170 

Private -0.0093 -0.13 0.893 

Earnings per 

share 

Public -0.0002 -0.83 0.409 

Rights -0.0001 -0.73 0.466 

Private -0.0002 -0.78 0.433 

Total Book 

asset 

Public -0.0540 -0.95 0.341 

Rights -0.0278 -0.73 0.463 

Private -0.0213 -0.50 0.619 

Sales growth 

rate 

Public -0.0227 -0.53 0.595 

Rights 0.0418* 2.71 0.007 

Private -0.0244 -1.02 0.309 
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Property, 

plant and 

equipment 

Public 0.0045 0.99 0.320 

Rights -0.0817 -1.39 0.165 

Private -0.0124 -0.43 0.667 

Capital 

expenditure 

Public 0.1270* 2.01 0.045 

Rights 0.5386* 5.37 0.000 

Private 0.0365 0.79 0.430 

Total debt 

Public -0.0147 -0.53 0.593 

Rights -0.1180* -2.81 0.005 

Private 0.0044 1.46 0.145 

Price 

Public 0.0098 1.49 0.136 

Rights -0.0063 -0.78 0.438 

Private -0.0007 -0.18 0.858 

Price earnings 

ratio 

Public -0.0000 -0.36 0.722 

Rights 0.0004** -2.15 0.032 

Private -0.0000 -0.45 0.650 

Stock market 

equity traded 

Public 0.1847 0.52 0.601 

Rights 0.1306 0.24 0.813 

Private 0.4650 0.96 0.335 

Gross domestic 

product 

Public 1.6905 1.74 0.081 

Rights 0.0984 0.22 0.823 

Private 0.6873 1.19 0.233 

Foreign 

exchange 

Public 0.1407 -1.53 0.127 

Rights 0.0131 0.16 0.877 

Private -0.1130 -1.45 0.146 

Rights    

Private    

Author’s Compilation (2025) 

4.4  DISCUSSION OF FINDINGS 

The main objective of this study is to examine motivations for SEO decision 

in Nigeria. The descriptive result shows that these firms on average have low equity 

issuance motives. These firms also have a low CO structure. On average, almost half 

of these firms belong to a group. These firms have high firm size, high market timing 

indicator, and also operate in an economy with high GDP.  

The study revealed the multinomial logit regression (Gao et al., 2022), odd 

ratio model (Kim & Song, 2020), and marginal effects models (Hovakimian & Hu, 

2016). The study argues that firms that belong to a group make equity issuance using 

rights offer rather than public offer or private placement. This result is consistent 

with the findings of Le et al. (2020). Firms with low operating performance issue 

equity using rights offer instead of private placement or public offer. This is similar 

to the findings of Gomes and Phillips (2012) in the study of the choice between 

public equity offers and public debt. Firms with high growth opportunity issue more 

equity using rights offer rather than public offer or private placement. The study 

further finds that firms that demand capital either issue public offer or rights offer 

but not private placement.  
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Firms with low leverage raise more equity using rights offer in contrast with 

Andrikopoulos et al. (2017); Gao et al. (2022) who find highly leverage firms raising 

less equity using public offers. However, Kim and Song (2020) find a positive 

relation between SEO and leverage. The study further argues that firms time equity 

issuance to a period of declining share price using rights offer. This is consistent with 

the findings of Gao et al. (2017); Kim & Song (2020). This result is also consistent 

with the findings of Lee et al. (2014). Firms also raise additional equity using public 

offers during a period of economic prosperity. In furtherance, firms are more likely 

to raise SEOs using both public offers and private placements when the local 

currency appreciates against foreign currencies while raising less equity when there 

is depreciation of naira against foreign currencies. 

5.  CONCLUSION 

The study examined motivations for SEO decision in Nigeria by 

hypothesizing that equity issuance is not complete until the market where the shares 

will be sold are put into consideration. That is, the decision of managers to raise 

equity issuance has to involve firm characteristics, ownership structure, offer 

characteristics, stock market factors, and macroeconomic factors. The study 

concluded that motivations for public equity issuance are capital demand, economic 

growth, and foreign exchange. The study further posited that rights equity issuance 

decision is driven by ownership structure, operating performance, growth 

opportunity, capital demand, leverage, and market timing. It is also argued that 

foreign exchange motivates firms to raise private placements. 
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