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Abstract

This paper investigates the determinants on decision to conduct seasoned equity offerings (SEOs) of listed companies on the Ho Chi Minh 
Stock Exchange in Vietnam. Seasoned equity offerings (SEOs) are defined as the issue of more stocks by a firm to raise more capital 
after a primary issue. Using panel data collected from audited financial statements of 99 listed companies on the Ho Chi Minh Stock 
Exchange during 2014-2018, the study employs a logit regression model by fixed effects method to examine factors that affect the decision 
to implement seasoned equity offerings of those companies. The findings of this study show that profit, revenue growth and company’s 
size have a positively significant impact on the decision, while dividend pay-out ratio negatively significantly influences the equity issuing 
decision. Furthermore, these results are robust after controlling for the forms of equity offerings, i.e. bonus stocks, stock dividends and rights 
to buy shares. These findings are consistent with economic theories such as agency theory, pecking order theory, and growth opportunity 
theory, and also could be explained by the real situations of the Vietnamese stock exchange. This study has important implications for 
corporate managers, policy makers and investors.
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1. Introduction

In the market economy, in order to survive and grow, 
the companies must have strong financial resources. There 
are various ways for companies to increase their financial 
resources such as utilizing endogenous funds (profits, 
depreciation), borrowing debts or offering equity on the stock 
market. Among those choices, seasoned equity offerings 

(SEOs) are usually a possibility for listed companies to raise 
capital from the stock market. By definition, seasoned equity 
offerings (SEOs) are the issue of more stocks by a firm after 
a primary issue. In order to achieve the greatest benefits from 
share offerings, the management team of a company must 
consider many factors such as market stock prices, issuing 
time, forms of offerings, etc.

A number of financial theories have been put forward 
to explain for decision to seasoned equity offerings by 
companies. For examples, with agency problem theory, 
Jensen and Meckling (1976) has proposed that the choice 
between issuing equity and borrowing debts to mobilize 
additional funds by companies depends on the representative 
costs of equity and debts at the decision time. Pecking order 
theory explains the financing decisions of companies on the 
basis of asymmetric information, in which management team 
only considers the use of seasoned equity offerings to finance 
for company’s investment when the company’s shares are 
being overvalued in the market (Myers, 1984). Growth 
opportunity theory attributes the equity offerings decisions 
to the presence of promising investment opportunities in a 
company. Owning a good investment project is considered 
as positive information for investors, which will cause the 
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stock prices to be uptrend. Therefore, a company with growth 
potentials often favors financing for its investment projects 
through a stock offering to avoid a shift in shareholder 
funding to creditors (Myers, 1977).

From the corporate governance perspectives, market 
timing theory assumes that the administrators take advantage 
of corporate insider information, based on the market price 
deviation from the true value of shares, will proceed to adjust 
the time of stock offerings. In other words, managers, at the 
time of stock market overpriced, will choose to issue more 
stocks (Baker & Wurgler, 2002). Moreover, according to 
the Choe, Masulis, and Nanda (1993), the decision to issue 
more stocks is often implemented under the good times of 
the economy. Along with those theories, many empirical 
studies have been conducted for companies over the world 
such as Chikolwa and Kim (2009), Huang (2012), Virolainen 
(2009), Abraham and Harrington (2011), among others, 
showing various factors affecting the decision to offer equity 
and forms of equity offerings. However, this issue has not 
yet received a lot of attention for listed companies on the 
Vietnamese stock market, especially on the Ho Chi Minh 
Stock Exchange (HOSE). The study is conducted to fill this 
gap of the literature. 

The structure of the paper is as follows. Section 2 reviews 
the related literature of the research issue. The methodology 
is described in Section 3, followed by empirical results 
and discussions in Section 4. Finally, we provide some 
concluding remarks in Section 5.

2. Literature Review

Seasoned equity offerings to the public by companies 
can be split into two forms: stock dividend or issuing 
bonus stocks, and issuing rights to buy shares for existing 
shareholders. More specifically, stocks dividend or issuing 
bonus stocks is a way to transfer retained earnings into equity 
capital of the company. This simply helps the company to 
save a large amount of cash paid to shareholders, leaving the 
size of the company’s owner capital unchanged. As for the 
issuing of rights to buy shares, the company likes to raise 
more cash to increase its equity capital (owner capital), also 
leading to the increase in the number of outstanding stock of 
the company.

The literature has shown a number of determinants of 
decision to seasoned equity offerings. Return of company 
is one of the main factors influencing its equity offering 
decisions. High profit companies may have less motivation to 
issue more stocks because they may have sufficient internal 
financial resources to finance their capital needs (Elliott, 
Koëter-Kant, & Warr, 2008; Alti & Sulaeman, 2012; Nguyen, 
Bui, & Pham, 2019). Furthermore, high profit companies 
may have to pay high taxes, therefore, they may tend to meet 
their capital needs by loan to exploit the benefits of the tax 

shield. However, according to Chikolwa and Kim (2009), it 
is possible that companies like to enlarge their businesses as 
they get a higher ratio of profit. Thus, a high profit company 
may have a higher possibility to offer more stocks. The theory 
of growth opportunity states that as companies have a higher 
turnover growth they may be ambitious to invest more in 
new projects, forcing them to seek more external financial 
resources in order to meet their capital demands. These 
companies tend to issue more shares to raise capital instead of 
borrowing debts to minimize the sharing of benefits between 
shareholders and creditors, and also to mitigate any financial 
difficulties that may arise from financing by debts. This 
theory has also been verified by Bo, Huang, and Wang (2011), 
Barclay and Smith (1995), Rajan and Zingales (1995), and 
Vijayakumaran and Vijayakumaran (2019).

Another factor affecting the decisions to seasoned equity 
offerings by firm is the market-to-book-value ratio. This stems 
from the fact that managers will choose the time when the 
companies’ shares are overpriced to issue more shares. The 
given market conditions may help the company reducing the 
costs of capital, increasing the benefits for existing shareholders, 
reducing the possibility of issuing new capital to external 
shareholders (Jung, Kim, & Stulz, 1996; Elliott, Koëter-
Kant, &  Warr, 2008; Alti & Sulaeman, 2012). Additionally, 
management’s shareholding rate is also considered as a 
factor that influences seasoned equity offerings choice. The 
manager’s shareholding rate includes the holdings’ rates of the 
director board and the executive board to the total number of 
shares issued. According to the agency theory, the lower the 
rate of stocks the managers hold, the more conflict between 
managers and shareholders becomes. This conflict causes the 
managers to increase their control of power. 

As a result, they may use the stock issuance to exploit 
more financial resources from the minority shareholders 
and enhance their control power. In many cases, large 
shareholders, company managers often use the issue of new 
shares to increase the proportion of their ownership in the 
company in order to occupy the company and to take away 
part of the assets of the company (Jung, Kim, & Stulz, 1996; 
Bo, Huang, & Wang, 2011). As for company size, Huang 
(2012); Vu, Phan, and Dang (2020)  states that the larger 
companies, the more stable the earnings, these companies 
may easily obtain more loan sources, so the probability that 
the company proceeds to seasoned stock offerings is less 
likely to occur. Elliott, Koëter-Kant, and Warr (2008) also 
shows that the larger the company is, the more financial 
information transparency it has, resulting in the more stable 
company’s assets is. This may help the company easily 
accessing to low interest loans; therefore, it may prioritize 
borrowing rather than implementing additional issues.

However, McLaughlin, Safieddine, and Vasudevan (1996) 
find that the company size has a positive correlation with 
the decision to issue more shares. Regarding the financial 
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leverage ratio of a company, Abraham and Harrington (2011), 
and Gul and Cho (2019) believe that an increase in long-term 
debt can affect risk management activities of the company, 
which may reduce the ability to use the company’s future 
cash flows. Thus, the company with a high financial leverage 
may avoid the cost of financial distresses by issuing more 
stocks to support its financial needs (Alti & Sulaeman, 2012). 
Dividend payout ratio is another factor that is put forward in 
the literature as a determinant of seasoned equity offerings 
choice. Particularly, a high dividend payout ratio is a positive 
signal about the company’s financial capability to maintain the 
distribution of cash to shareholders, as well as the benefits that 
shareholders expect to get from the ongoing success of the 
company. Commonly, dividends are used as a way to signal 
corporate value, which helps to increase the company’s share 
prices in the market. It is a stylized fact that most of companies 
(except for low value companies) have declared dividends 
before seasoned stock offerings (John & Williams, 1985). 
On the contrary, Loderer and Mauer (1992) demonstrate that 
companies deciding to conduct seasoned stock offerings are 
less likely to pay or increase dividends than those being not. 
The argument is that the issuing company paying no dividends 
or low dividend may have relatively more valuable investment 
opportunities than high dividend paying ones.

3. Research Methodology

3.1. Model

Following the literature, the empirical model to 
investigate determinants on the decision to conduct seasoned 
equity offerings by companies is presented as follows:
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Table 1: Definition of independent variables
Independent 

variables Definition Sign

ROA Returns on assets Net returns/total assets +/-
REVG Revenue growth rate (Revenue yeart/Revenue yeart-1)-1 +
MB Market-to-book value ratio Market value/Book value of stocks +
MHold Management’s shareholding rate Number of shares owned by director and executive 

board/Total company’s shares          
+

SIZE Company size Logarithm of total assets +/-
DA Leverage ratio Total debts/Total assets +
DIV Cash dividend ratio Cash dividends/Face value of stocks +/-

Where SEOi,t is a binary variable, being equal to 1 if 
company i conducts seasoned equity offerings in year t and 
0, otherwise; i symbolizes for individual company and t 
represents for time; βs are estimated coefficients; and all the 
independent variables are shown in Table 1.

3.2. Data

Panel data are collected from the audited financial 
statements of 99 listed companies on HOSE over the period 
of 2014-2018. Companies in the sample are selected based on 
the following criteria: (i) listed companies must implement 
seasoned equity offerings during the research period; and 
(ii) financials are not included in the sample because their 
balance sheet structure is completely different from that of 
industrials. 

3.3. Estimated Method

Logit regression model with panel data is estimated by 
both the fixed effects method (FEM) and random effects 
method (REM), and the appropriate method is selected using 
Hausman test. Multicollinearity of the regression is tested 
by VIF (Variance Inflation Factor). In addition, the tests 
related to the reliability of the regression model are also 
appropriately carried out. 

4. Results and Discussions

4.1. Correlation Analysis

Table 2 shows the correlation coefficients between 
independent variables in the regression model. In general, 
all the correlation coefficients between independent 
variables have absolute values less than 0.8, indicating 
that multicollinearity is not a serious problem affecting the 
estimation results of the model (Gujarati, 2004).
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4.2. Descriptive Statistics

The descriptive statistics for all variables are shown in 
Table 3. As can be seen from the table, mean values of all 
variables are approximately equal between the two groups, 
i.e., seasoned equity offerings and non-seasoned equity 
offerings, except for ROA and REVG. While ROA of the 
seasoned equity offerings group is slightly higher than that 
of the non-seasoned equity offerings group (8.249 vis-à-vis 
6.902), REVG of the former is very much larger than that 
of the latter (8.249 vis-à-vis 6.902). These results indicate 
that seasoned equity offerings group seems to have better 
performance than the other group.

4.3. Research Findings and Discussion

4.3.1. Main Results

The estimation results are presented in Table 4. Some 
important points are worth noting. First, given the very low 
VIF statistics (that is, from 1.02 to 3.65, which is much 
smaller than 10) for the regressions, it can be concluded 
that there is no evidence of multicollinearity. Second, the 
Hausman test results show that the FEM model is more 
appropriate than REM. Thirdly, the Wald statistics for a 
groupwise heteroskedasticity diagnostic test are highly 
statistically significant at the one percent level, indicating 

Table 3: Descriptive statistics for all variables

Variable Observations Mean Standard errors Minimum Maximum
Panel A: Seasoned equity offerings
ROA 234 8.249  6.614 -6.632  35.650
REVG 234 43.093   177.213 -57.215  2467.571
MB 234 1.589  1.246  0.250 8.136
MHold 234 0.292 0.237  0.002 1.649
SIZE 234 6.405  0.534  5.296  8.330
DA 234 50.643  19.356  3.098  90.481
DIV 234 0.112  0.126 0 0.600
Panel B: Non seasoned equity offerings
ROA 261 6.902  8.405 -12.342  78.370
REVG 261 17.050  52.628 -82.847  421.807
MB 261 1.346  1.195  0.186  12.681
MHold 261 0.284 0.246 0 1.739
SIZE 261 6.257  0.498  5.228  7.863
DA 261 50.670  21.152  2.705  96.315
DIV 261 0.155  0.192         0 2.140

Table 2: Correlation matrix between independent variables

SIZE ROA DA REVG MB DIV MHold

SIZE 1.0000
ROA -0.1039 1.0000
DA 0.2279 -0.5314 1.0000
REVG 0.0973 -0.0514 0.0668 1.0000
MB 0.2310 0.5626 -0.1814  -0.0225 1.0000
DIV -0.0838 0.7455 -0.2902 -0.0702 0.4470 1.0000
MHold -0.0287 0.0024 0.1363 -0.0374 0.0419 -0.0327 1.0000
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that significant heteroskedasticity across firms is present. 
Hence, the regression model is estimated by taking into 
account this heteroskedasticity, that is, using cluster-robust 
standard errors, clustering by the panel variable.

Results from the logit regression model are presented 
in Table 4. As can be seen from the results, variables 
comprising of company size (Size), returns on assets 
(ROA), revenue growth rate (REVG) and dividend ratio 
(DIV) are statistically significant from 1% to 10% levels, 
while the others (MB, MHold and DA) are not statistically 
significant. More specifically, the coefficient of SIZE 
is positively significant at 1% level, indicating that 
company size has a positively significant influence on the 
company’s decision to issue additional shares. Obviously, 
large companies may have more advantages in raising 
capital than small ones, because they often diversify 
their businesses, have stable cash flows, and are also less 
likely to fail than smaller ones. Moreover, the larger the 
company, the more it may have greater opportunities of 
communicating positive information to outside investors, 
thereby bringing it more advantages when mobilizing 
capital through issuing additional shares (McLaughlin, 
Safieddine, & Vasudevan, 1996). 

As for ROA, its estimated coefficient is positively 
statistically significant at the 5% level. This result is in 
contrast to the prediction of the pecking order theory 

that the company’s profit is negatively correlated with 
its decision to employ seasoned equity offerings. The 
argument is that the more profitable a company is, the 
more likely it will have more internal resources, therefore, 
the external financing such as borrowing debts or issuing 
shares become less important. However, given the 
real situations of Vietnam, this result can be explained 
as follows. Since the stock market of Vietnam is still 
young and less developed, and remain high speculative 
incentives, the company’s profit can be seen as its bright 
future prospects to the market. Taking advantage of this, 
the more profitable listed companies may be issuing more 
shares to attract investors.

This result is also consistent with previous studies 
of Chikolwa and Kim (2009), and Ha (2017). Regarding 
the estimated coefficient of REVG, it is positive and 
statistically significant at the 10% level, showing a positive 
relationship between the seasoned equity offerings choice 
by a company and its revenue growth. This could be 
explained that companies with high revenue growth rates 
are often in the period of strong growth, increased market 
share and expansion in scale of operations. On the other 
hand, companies with high growth opportunities may be 
motivated to issue shares to finance new projects, meeting 
the needs of investors. Besides, issuing additional shares 
instead of borrowing debts may help the company minimize 
the benefits sharing between shareholders and creditors. 
This finding is consistent with previous studies (Bo, 
Huang, & Wang, 2011; Huang, 2012; Barclay & Smith, 
1995) as well as growth opportunity theory. Finally, the 
coefficient of DIV is negative and statistically significant 
at the 1% level, indicating that the dividend payout ratio is 
negatively related to the decision to issue additional shares. 
This could be explained by the fact that companies with a 
low dividend payout ratio may possess many investment 
opportunities, since they tend to retain profits to invest 
in new potential projects to generate higher profits in the 
future. Those high potential companies are also in high 
demand of capital, therefore they have a higher incentive 
for additional issuance. This result is consistent with the 
study of Loderer and Mauer (1992).

4.3.2. Robustness Checks

Along with the decision to issue additional shares, the 
choice of forms of issuance, i.e., rights or stock dividend/
bonus shares, is also important for companies, since this 
decision may depend on company’s characteristics and 
motives, and may lead to different market reactions. Given 
those reasons, this study will further examine factors 
influencing decision to issue additional shares by separating 
different forms of issuance as a robustness check. The results 
for robustness check are presented in Table 5 below.

Table 4: Results from logit regression model with FEM

Variable β Dy/dx VIF
Size 3.210***

(3.28)
0.120 1,20

ROA 0.166**
(2.45)

0.040 3.65

REVG 0.003*
(1.79)

0.001 1.02

MB 0.324
(1.00)

0.016 2.37

MHold 0.524
(0.80)

-0.017 1.04

DA -0.014
(-0.74)

0.003 1.58

DIV -7.491***
(-3.78)

-1.860 2.35

R2 = 0.158
Wald-X2 = 40.87
P-value (F) = 0.0000
Observations: 495
Estimated probability: 62.83%

Notes: the notations *, ** and *** denote the significance levels of 
10%, 5% and 1%, respectively; z-statistics are robust z-statistics 
after correcting for heteroskedasticity shown in parentheses.
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Two points are worth noting from the results. First, 
similar to the main model company size (Size), returns on 
assets (ROA), revenue growth rate (REVG) and dividend 
ratio (DIV) are still the same sign although in two cases the 
coefficients turn to statistically insignificant at the traditional 
levels (i.e., Size for rights issuance and REVG for Dividend 
or Bonus shares). Yet, the coefficient of variable of market 
to book value ratio (MB) is negatively significant at the 
10% level for the group of companies using rights issuance, 
while the variable of financial leverage (DA) is positively 
significant at the 10% level for the companies implementing 
stock dividend and bonus shares. 

Results from the variable of market to book value ratio 
show that as the company’s market stock price reaches 
at higher levels, the company is less likely to do equity 
offerings by issuing rights. If the company issues rights at the 
times when stock prices peak, investors may perceive that 
stock prices are overvalued, and that managers are trying to 
take advantages of this, they due to information asymmetry 
therefore may sell the stocks leading to a decrease in stock 
prices. This result is consistent with the argument that 
decision to issue additional shares may not be motivated by 

the market timing theory (DeAngelo, DeAngelo, & Stulz, 
2010). With regard to the result of financial leverage ratio 
variable, it shows that if the company has a higher financial 
leverage ratio, the probability that the company choose to 
do equity offerings by the form of stock dividends (bonuses) 
increases. This could be explained that since investors tend 
to underestimate the heavily indebted companies, issuing 
more shares by rights is a bad choice for these companies. 
Instead, those companies may choose stock dividend or 
bonus shares as form of equity offerings to reduce interest 
expenses or ensure a balanced ratio between debt and equity. 

5. Conclusion

In short, the study has contributed the empirical evidence 
on factors influencing the decision on seasoned equity 
offerings of Vietnamese listed companies. The findings show 
that return on asset, revenue growth, firm size positively 
significantly stock offerings decision of companies, while the 
dividend payment ratio has a negative impact on the decision. 
These results partly help to confirm the appropriateness 
of growth opportunity theory for the listed companies in 

Table 5: Regression results for different issuing forms

Independent 
variables

Rights Dividend or Bonus shares
Coefficient dy/dx Coefficient dy/dx

SIZE 0.213
(0.71)

0.016 0.421**
(2.06)

0.095

ROA 0.044*
(1.87)

0.003 0.138***
(3.76)

0.031

REVG 0.002**
(2.01)

0.0001 0.000
(0.03)

0.000

MB -0.438*
(-1.71)

-0.034 0.185
(1.18)

0.042

MHold -1.168
(0.156)

-0.091 0.360
(0.77)

0.082

DA 0.000
(0.03)

0.000 0.012*
(1.68)

0.003  

DIV -5.073**
(-1.99)

-0.393 -5.710***
(-4.45)

-1.295

_cons -2.462
  (0.161)

  -4.538***
(-3.33)

Observations  495 495
Wald X2(7) 17.27 43.34
Prob(F-statistic) 0.016 0.000
Rho 0.016 0.007

Notes: the notations *, ** and *** denote the significance levels of 10%, 5% and 1%, respectively; z-statistics are robust z-statistics after 
correcting for heteroskedasticity shown in parentheses.
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Vietnam stock market. Regarding the equity-offering forms, 
stock bonuses or stock dividends are more likely chosen by 
companies with a high rate of return, a large size, a high debt 
ratio and a lower dividend payout ratio. Rights issuance is 
more likely to be selected by companies with a high revenue 
growth rate; meanwhile it is less likely to be conducted 
by companies with a high market value/book value ratio. 
Those results have several implications for both corporate 
governance, policy makers and investors. 
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