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Abstract 
 
The purpose of this thesis is to study the anomalies around the ex-right day of right issue. Evidence 

suggests that the equity price is not always adjusted according to the Theoretical ex-right price (TERP) 

around ex-right date and therefore creates large arbitrage opportunities.  In an international perspective 

very few studies have been conducted on this area and to make attempt to provide explanations for 

market inefficiency of these markets. This study comprises an investigation of rights issues carried out 

on the Stockholm Stock Exchange during the period of 2009 and 2011, counting 45 rights offerings on 

the Large, Mid and Small Cap lists.  

The study is based on quantitative nature and is derived with an event study and a hypothesis testing. 

Collected data were analysed during an event window of nine days with ex-right date set as the event 

day and an estimation window of 100 days.  

Common Efficient Market Hypothesis (EMH) has been utilized to study the market efficiency around the 

ex-right date to explain the behaviour. Findings in this paper tell us that the excess return that has been 

observed can tactically be utilized by an observant investor to save money in a right issue that is 

commonly associated with diminishing returns for the investor. 
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1. INTRODUCTION 
 
A publicly traded company that is in need of more capital often turns to the equity markets and offers 

new shares for sale, a type of offering called a seasoned equity offering (SEO).  In America the most 

common way is the cash offer where the new equities are offered to large investors (Berk & DeMarzo, 

2011, ss. 790-793), on contrary in Europe and particularly in Sweden the most common way of SEO is 

the right issue method where new equities are offered to present shareholders, at a pro-rata rate. This 

way protects existing shareholders from underpricing equity, comparing to the cash offer that is 

intended for one or several external investors. 

Publicly traded companies in Sweden proceeding with a right issue are usually priced lower (Olsson & 

Johansson, 2008) reflecting a lower market capitalization. Previous research has shown that US public 

companies proceeding with a right issue have a negative equity development of 8% compared with 

equities without making a right issue (Loughran & Ritter, 1995), and Swedish equities achieve a similar 

result (Olsson & Johansson, 2008).  This is an overall statement for the whole right issue regardless of 

the specific phases the right issue has. 

One of the sharpest falls of the equity price is around the announcement of the future equity issues, 

where research has shown a negative effect on equity price of -6.70% on the Swedish stock market 

(Månsson & Rostedt, 2011). Several other researchers have approached the reasons behind the 

anomalies on the announcement date of right issues and conclusions among them are that market price 

reaction of the equity depends on the purpose that the capital raising is made for.  One study performed 

by Jensen, Crutchley and Hudson (1994) on the US stock market finds that the reason of the abnormal 

reaction depends on whether the capital is intended for new investment, redemption of existing debt, 

or other general purposes.  

Another volatile phase of the equity price is around the ex-right date of the right issue. The equity price 

on the ex-right date of the right should fall correspondently to the conditions set up in the right issue 

based on the amount of issued equities and the issued price.  Basically, the new adjusted equity price on 

the ex-right date should correspond to the amount of raised capital plus the old value on the day before 

the adjustment, which coincides with a strong form of the Efficient Market Hypothesis. However, the 

adjustment of equity price in ex-right date does not always reflect the theoretical Ex-right price (TERP); 

instead the adjustment in ex-right date can be far less than calculated in TERP and create interesting 

arbitrage opportunities for the observant buyer. 

The empirical research concerning the equity price around the ex-right date is very limited. To the 

author’s knowledge there is very limited scientific research and studies performed in this area, due to 

the fact that very few US and UK firms employ the right offerings to raise capital. One study conducted 

on Tokyo Stock Exchange indicates an abnormal return of 7.10% on the ex-day of an offering (Vidhan, 

Chuan-Yang, Narayanan, & Kuldeep, 1994).  The research has been based on a sample of 248 right 
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offerings during the time period from 1975 to 1985. The same study also reveals an increase in stock 

volatility after the ex-date, with a median value increase of 18 percent. This can be explained by an 

increase in bid-ask spread around the ex-date (Vidhan, Chuan-Yang, Narayanan, & Kuldeep, 1994).  

Additionally, similar studies have been performed in stock dividends payout where a similar drop of 

price volatility occurs around the ex-dividend day. The authors made an event study and hypothesis 

which tested the information. From the data they could see a small abnormal return on every day 

except the day after the ex – day.  However, they could not prove a significant relationship between the 

stocks return and the dividend (Ivansson & Viinikka, 2010). 

 

1.1 Background 

The idea behind this study originates from a series of articles in Swedish financial media regarding 

wrong price adjustment around the First day of trading exclusive rights in the right issues (FDT). The first 

day of trading exclusive right issue is the day when equity price adjusts to the level of the theoretical ex-

right price (TERP) of a right issue. The new equity price should correspond to the dilution that takes 

place. However, the price adjustment to TERP price does not always take place directly in the first day 

which creates large arbitrage opportunity for the observant investor. The systematic wrong price in right 

issues on Stockholm Stock Exchange creates a good opportunity for investors possessing mathematical 

knowledge to take advantage of the arbitrage of price differences that occur within a short time frame. 

Evidence from Swedish Stock market sometimes produces a two digit percent raise in the first day of 

trading exclusive rights compared with the day before, and in some situations companies worried about 

their shareholders have informed the market about the conditions of the right issues in order to indicate 

the mispricing. Moreover, evidence has also shown that the more complex right issue and the higher 

rate of dilution, the higher risk of mispricing in FDT. Low subscription price also tends to affect the 

mispricing. The pattern can be found in many equities but the rate of mispricing differs among them 

(Linnala, 2009). It seems that the mispricing is caused by less informed minor shareholders trading 

through internet brokers, without consultation with stock brokers or advisors. The smaller the company 

the higher probability of mispricing in the right issue (Linnala, 2009).  

 

1.2 Problem development 

According to the Efficient Market Hypothesis, the equity price should reflect all possible news, in other 

words the equity price on first day exclusive rights should equal the predicted TERP price if no new 

publicly available information has been presented at that time. For instance, if a company on the day 

before “FDT” with a market cap of 100 MSEK through a right issue has a dilution of 30 %, the market cap 

for the company should be 30% higher on the FDT. If the efficient market hypothesis coincides the 

possibility to yield through buying the equity one day before FDT and make a profit by selling on the FDT 

should not exist. If the possibilities for making arbitrage by short selling exist, the efficient market 

hypothesis is not the ideal way to describe the market.  If this is the case the market is inefficient.  
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This study investigates if the Efficient Market Hypothesis can be acknowledged along the abnormal 

returns that occur around the ex-right date in the right issue. There have been no previous studies on 

the Swedish market and therefore the aim is to bring knowledge to the area. 

 

1.3 Research question 

The idea of this study is to investigate if there exists any significant abnormal yield around the ex -right 

date in the right issue comparing with the TERP price of the equity.  A comparison of the equity price will 

be conducted between the first day of trading exclusive right issue with the day before.   

Subsequently, this study will determine whether the market is efficient in the ex-right date. 

 

1.4 Delimitations 

This study investigates only public companies quoted on Stockholm Stock Exchange Large -, Mid - and 

Small Cap lists that between the years 2009 and 2011 which carried out at least one rights offer.  

Consideration have been taken to the common macro financial situation on world markets that had a 

great impact on the Swedish stock market, therefore the volatile time around the 2008 financial crisis 

has been excluded. The author will not make an attempt to investigate if the right issue is underwritten 

or guaranteed, if there are any different classes of stock shares and, subsidiary warrants, subscription 

rights trading activities and BTA interim shares. The equity price will be based only on historical closing 

prices. 

Because this is a new research many parameters could be taken into consideration, however the time 

frame for accomplishing this investigation would not allow the author to consider this. Various aspects 

and views that the author will exclude for future research include measurement of the grade of 

mispricing with the market cap size of the company, the effect of liquidity and whether the securities’ 

spread of bid ask price has any significant impact on the mispricing.  

 

1.5 Thesis structure 

This thesis is divided into the following sections Theory, Methods, Results, Analysis, Conclusions  and 

Future research. In the theory section a general literature study will be done including a review of prior 

research in this area in order to bring understanding around the efficiency in rights issues. In addition 

the author will attempt to provide an explanation of the right issue process, by describing the common 

setup and offer an example of how such capital raising is carried out in Sweden. This chapter also 

contains fundamental theories for the study, such as efficient market hypothesis, which describes 

various degrees of market efficiency. The method chapter describes the approach used to fulfill the 

purpose.  It includes a description of how quantitative study with an event study methodology where 

conducted on Swedish firms which carried out right issues on Stockholm Stock Exchange. In addition the 

author will provide a hypothesis process to ascertain any significant evidence and conclude with a 
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discussion around the validity and reliability of the study. Respondents of any findings within this study 

are presented with the derived framework in the result chapter, where in the analysis section an 

analytical approach to the result of the event study is presented. Conclusions reveal the findings of the 

work. Then a discussion around the results and implications is held. Finally, a future research will contain 

suggestions for future research that would broaden the understanding of the topic.  
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2. THEORY 
 

In this chapter the author will review the important theories that will provide a basis of understanding 

before further analysis. The theory part basically consists of scientific and practical part with emphasis 

on the connection between the practical part and the scientific research. First the author will present a 

thorough literature review with focus to disclosure what previously has been researched in this area. 

The next step is to provide a good background around the right issue process where the author will give 

a brief explanation and describe the common steps involved including the related constituents from a 

Swedish perspective. Within the right issue part, the emphasis is to present a picture of the anomaly 

around the ex-right date and how it can be related to the scientific research. The author will attempt to 

provide a credible and scientifically developed understanding of the theories and its relation to ex-right 

date anomalies.   

 

Finally the author will provide a review of scientific theory connected with the practical problem and 

conclude with a discussion on how it impacts this study. 

 

2.1 Literature study 

At present no studies have been conducted regarding abnormal return in right issues around the ex-

right date on the Swedish stock market. In the International perspective very few studies have been 

made in this area due to the fact of low popularity of rights offering as a way to raise capital, particularly 

in US and UK. 

 

 Vidhan, et al. (1994) has examined the behaviour of stock price and trading volumes around the ex-

dates of right issues on the Tokyo Stock Exchange and found a significant abnormal stock return of 

7.10% on the ex-date of an offering. The study was based on a sample of 248 rights offerings over the 

years 1975 to 1989. Additionally the study has found evidence that trading activity increases on the ex-

date and the five days leading to the ex-date. The volatility increase is a result of higher spread between 

bid-ask price around the ex-date.   

 

A study made by Tsangarakis (2004) on the Greek Stock Exchange during period 1982-1990 observed 

that there are no abnormal returns on the ex-right date and that the Greek stock market is efficient in 

the semi-strong form. The covered 34 seasoned equity offerings and were carried out by an event study 

methodology. 

 

According to an American study (Smith, 1977) arbitrage opportunity does not exist. The study concludes 

that at the ex-right date, the expected change in stock price must equal the expected value of the right 

otherwise the arbitrage profit would exist. The sum of the ex-right values of the stock and the stock 

value of the right on ex-right date should coincide with the stock immediately before the ex-right date, 

otherwise profits could be made by investing the stock upon the announcement of the right issue. 
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Similar conclusion was made by Kothare (1991) that found no evidence of abnormal returns on the ex-

right day of rights offers. In contrast Marsh (1979) had found significant differences of 0.5% to 1 % when 

a stock went trading ex-rights. 

 

A Study conducted at the Chinese stock market indicates a significant positive abnormal return of 4.8% 

on the ex-date (Wanga, Wei, & Pruittc, 2006) from the period between 1994 and 1999 counting 432 

rights offerings. The author has also found evidence that “the long-run stock price performance of rights 

issuing firms is statistically related to changes in future operating performance—a result which, by itself, 

provides important evidence on the efficiency of Chinese equity markets.” (ibid). The study was carried 

out with the use of an event study methodology with the OLS1 market model. 

 

On the Swedish stock market most right issues studies have been focused on the aspect of underpricing, 

motivation factors and market efficiency around the announcement of right Issues. Another thorough 

study around the right issue regards is the market efficiency of the Swedish market for subscription 

rights (Bennerholm & Berglund, 2004). The study has shown findings that the Swedish market for 

subscription rights consists of large arbitrage opportunities despite the low liquidity of the securities. 

 

2.2 Theory section (Seasonal Equity Offerings) 

Seasonal Equity Offering (SEO) is a broad term depicting different capital raising methods for private 

companies. Companies making a Seasonal Equity offers are in most cases public traded and have 

previously made an Initial Public Offer (IPO) in order to be introduced into Stock Exchange.  Basically, the 

SEO is about offering new shares for sale, but how it proceeds, and to whom differ between countries. 

In America the most common way is the cash offer where new equities are offered to large investors 

(Berk & DeMarzo, 2011, ss. 790-793) but in Europe particularly in Sweden the most common way is the 

right issue method where new equities are offered to present shareholders at a pro-rata rate.  The right 

issue method protects the existing shareholder from dilution and underpricing equity comparing with 

the cash offer that is intended for one or several external investors.  On the other hand the right issue 

method of raising capital is more complex than a cash offer, since it involves more costs around the 

capital raising, consumes more time, and defocus the management on firm’s operations. In Sweden the 

most common way of raising capital is either through the rights offers method or the private placement 

method. The private placement method is similar to the cash offer way method in US with intention to 

attract a specific group of investors and it is not rare that these investors come from abroad. According 

to a study made by Granqvist (2011) at Finansinspektionen2, companies raising capital made it for the 

purpose of extending the working capital followed by reason of expanding the business. 

2.2.1 The Right issue 

The Right issue consists of several steps before accomplishing the capital raising. First, the raising of 

capital is to be announced by the Board of Directors of the company by publishing a press release. The 

                                                           
1
 Ordinary Least Squares (OLS) Is an consistent estimation model for the market model parameters in event 

studies. 
2
 The Swedish Financial Supervisory Authority, Finansinspektionen, is a public authority. 
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right Issue has then to be approved by the majority of shareholders at the shareholder’s meeting.  At a 

pro-rata rate each shareholder that has company shares registered on the record date is entitled to 

subscribe the new share according to right issue term that means that each registered shareholder will 

receive subscription right on the record day for each share they possess. The subscription rights entitle 

the holder to subscribe a fixed amount of new shares according to right issue terms. In an event that the 

holder of subscription rights does not want to participate in the right issue, the subscription rights can 

be sold on the market at a limited time period.  By selling the subscription rights the shareholder can to 

some extent be financially compensated for the dilution.  Shareholders that have subscribed and paid 

for the new share with subscription rights will receive an interim share “BTA” until the new share capital 

increase has been registered.  The BTA shares are allowed to be traded on a limited time frame  

(Öhman, 2012). 

 

 

 

 

 

 

 

 

 

Notes: Common setup of a right issue on Stockholm Stock Exchange. 

2.2.2 First day of trade excluding rights and the record date. 

The first day excluding rights (FDT) is the first day after the day that entitles the shareowner to receive 

subscription right and takes place two days before the record day of the right issue.  If the share is 

owned three days before the record date, the shareholder is entitled to receive subscription rights, on 

contrary if the share is owned two days before, the shareholder is excluded from the right offer.   

2.2.3 Issue discount 

Issue discount is the rebate between the issue price and the theoretical ex-rights price (TERP). The 

reason why the new shares are priced below the market share price is to make the offer attractive and 

encourage existing shareholders to subscribe the new shares. The praxis is to discount the issued shares 

to such an extent so the issue will be fully subscribed. Low issue price will result in higher price for 

subscriber rights (Öhman, 2012). 

2.2.4 Theoretical  Ex-right Price (TERP) 

The Theoretical Ex-right Price (TERP) reflects the theoretical stock price after adjustment of new issued 

shares.  TERP is calculated as the product of old share price with the outstanding amount of shares plus 

the product of the issued amount of shares with the new share price divided by the total amount of 

shares. The TERP price of stock price adjustment takes place on FDT day, that is two days before the 

record date.  

 
 

3 days Trading with subscription rights 

Subscription period 

 

Trading with BTA shares 

subscription rights 

 

Right issue 

completed Record date 

FDT Right issue 

announced

d 

Right issue 

approved 

FIGURE: 1 
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2.2.5 Example of a right issue: 

The easiest way to illustrate an right issue is by providing an example. 

 

1. A public traded company X is preparing a right issue. The share price is 10 SEK and with 100 

million outstanding shares the market cap will be 1 000 MSEK. 

2. Company’s x intent is to raise capital with 100 MSEK to a discounted share price 80% of 

market share price. This means that the new share price will be 8 SEK (0.8* 10 = 8 SEK) and 

the condition is 1:10 share issue.  The amount of shares to be issued will be 100 MSEK/ 8 SEK 

= 12.5 milion new shares.  

3. After a fully subscribed right issue the new market cap for company X will be (100 MSEK + 

1 000 MSEK  = 1 100 000 MSEK).  Theoretical price ex-rights price (TERP) will therefore be 

1 100 000 MSEK  (MCAP) / 112.5 milion shares = 9.77 SEK. The decrease of price from 10 SEK 

to 9.77 SEK reflects the dilution, but it does not represent a loss to shareholders or a cost for 

the issuer. 

 

2.3 Efficient Market Hypothesis 

There are many aspects to consider before investing and it can sometimes be hard to beat the market.  

Investors do often see fundamental factors to have key influence on the market price. According to 

many economists this is not always the case; rather past earnings of the company tell us the future 

trend.  Based on this fact the random walk theory was developed (Dreman, 1977) (Fama, 1965). The 

Random Walk Theory states that any previous trading movements and past history volumes cannot 

predict future movements of an equity. The theory implies that the market has no real memory of what 

happened before and therefore cannot predict the future price development. 

The Efficient Market Hypothesis (EMH) model was originally evolved from the random walk model. 

Basically EMH model states that all current available information on the market is analysed and 

reanalysed by investors and shapes the correct price of the security.  When a public company announces 

new earnings, whether they are positive or negative, the new information will immediately affect the 

equity price and adjust it to a new price that reflects the current company situation. This can almost be 

compared to a supply and demand situation where new information leads to a new price equilibrium.  In 

the efficient market a competition between buyers and sellers leads to a situation where all available 

information from the past and the future expectations makes the security fairly priced, given that all 

information is available for investors. 

Fama (1970) presented three different models of market efficiency; strong form efficiency, semi strong 

form efficiency and weak form efficiency that are based on the degree of information: 
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2.3.1 Strong form efficiency 

A strong efficiency states that all prices are perfectly valued and there does not exist any arbitrage 

opportunities even by trading on insider information, regardless if the insider is the only one to possess 

such information or not, the relevant information immediately affects the equity price. 

2.3.2  Semi-strong form efficiency 

Semi strong efficiency states that it should not be possible to repeatedly profit by trading on news such 

as announcement, analysis or recommendations. The security price is immediately affected by 

presented information such as quarterly reports, disclosure of a right issue, corporate acquisitions, 

mergers, new exchange listening,  information about dividend to be paid out or new product line. 

2.3.3 Weak form efficiency 

Weak form implies the historical return and development of the security.  Any arbitrage opportunities 

that arise will be imposed by the observant investor and the new possible trading pattern would be 

eliminated. This means that there does not exist a possibility to profit through studying historical prices; 

for instance selling on winners and hanging on losers or trading momentum; instead the security is 

following a “random walk”.   

 

2.4 Efficient Market Hypothesis Limitations 

Efficient Market Hypothesis is associated with the idea of “random walk” stating that historical patterns 

cannot predict future prices. However, at the start of the twentieth century the model became far less 

universal according to economists emphasizing psychological and behavioural elements of the stock 

price, backed by evidential stock anomalies behaviour (Malkiel, 2003) such as technical analysis, the so 

called “January effect” in which stock prices rose in early January (Keim, 1983) or the irrational market 

behaviour in 1987 crash where stock market lost one-third of its value but at the same time a general 

economic change did not occur (Malkiel, 2003). Economist In the new approach found evidence that 

future stock price could be more predictable on the basis of stock price patterns as well as fundamental 

factors. However, recognized patterns often persist only over a short period of time due to a large 

increase of arbitrage trade after the pattern is discovered (ibid). 

Rubinstein (2001) explained the market behaviour in rational approaches. He argued that the market 

should be viewed as minimally rational, where the price impact of irrational behaviour would be 

eliminated by the rational behaviour. 

 

2.5 Theory discussion  

In conclusion today’s market is a weak form efficiency (Fama, 1970) which has been further analysed in 

the financial area. According to Hamberg (2004), key elements to preserve a weak efficiency consist of 

several factors. One is a cost efficient way of information distribution of the security price and other 

related information that can affect the market price. Moreover, there is a need of highly competent 

analytics and investors that in a short time frame can interpret the new information in order to move 
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the security price to a new equilibrium. Additionally, limitations that reduce transaction should be 

eliminated or reduced, such as lowered transaction costs.  

Securities are properly valued when they receive a correct value. This leads to the question what a 

correct valuation is and how to differentiate efficient market valuation of the security from the market 

valuation in order to preserve the efficiency in the market (Novak, 2008). The existents of excess profits 

is due to differentiation between analytics and investors’ market view and  can only persist in a short 

time frame if not disturbing the market efficiency. The theory does not exclude any possible existence of 

excess profits but it should not reoccur systematically, otherwise reoccurring excess profits would be 

utilized by the observant investor until it expires.  

 When relating the theory of efficient market hypothesis to the occurrence of anomalies around the ex-

right date particularly the evidence from Swedish stock market where stocks can soar a two digit 

percentages rise on the ex-right date without any news presented, one can assume that the market is 

not efficient.  Reasons behind the abnormal returns can be related to the information efficiency or if 

more narrowed, the right issue complexity. To restrain the distortion in the market efficiency, 

information dispatch and less complex right issue for the average investor are essential ways for 

improvement.  Additionally the efficiency could be improved by allowing short trading in such equities 

where equity price does not immediately adjust according the TERP price. 
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3 METHOD 
 
This chapter describes the methods applied within this study.  In order to understand and analyse the 

data collected the author will explain the differences between quantitative and qualitative types.  

Furthermore, a thorough survey about the “event study” method with its significance for economic 

research will be depicted.  Together with the event study the author will also describe how to apply and 

test the null hypotheses.  Finally the chapter will end with a discussion on the aspects of validity and 

reliability of the selected method. 

 

3.1 Qualitative or Quantitative data 

First of all it is essential to establish a distinction between the type of data to be analysed in this study. 

The Quantitative are based on numbers, where numbers could depend on meaning and data where 

meaning is not dependent on numbers. The Qualitative deal with descriptions which can be observed 

but not measured (Saunders, Lewis, & Thornhill, 2009, s. 414). 

Quantitative data are based on meanings that could be derived from numbers, numerical or 

standardized results or analysis conducted through diagrams and statistic. This type of data can be 

gathered, ranked in order, and effectively constructed into graphs and tables of raw data. 

Qualitative can be depicted through words, collected in a non standardized format or analysis such as 

colours, appearance etc. Qualitative data is typically descriptive data and is harder to analyse than 

quantitative data  

For the purpose of this research the author has focused on numbers from historical closing stock prices, 

index values which all deal with quantitative data and quantitative scientific methods. 

3.1.1 Secondary - Quantitative data 

A research can be carried out by collecting new data (primary data) or reanalysing already collected data 

(secondary data) (Saunders, Lewis, & Thornhill, 2009, s. 414). Commonly, business research is initially 

based on secondary data that have been collected for another purpose and which have not prevented 

others from exploiting data in order to reanalyse for their own study. Secondary data can be both 

qualitative and quantitative and may be in raw format where it includes little processing or in compiled 

format that has received some form of processing and summarizing before being reanalysed.  

Raw-secondary data will provide the main source to answer the research problem. Secondary data are 

generally highly validated combined with reliability that allows any reader to verify on accessible form 

over the Internet. This way allows anyone to scrutinize the findings in this paper. 

3.1.2 Selected data types and Data collecting methods 

For this study quantitative data in form of secondary type data in raw format have been collected and 

analysed. The quantitative data is in numerical type (Saunders, Lewis, & Thornhill, 2009, s. 418) allowing 



12 

 

to be measured and to be counted numerically. The data type is partially continuous meaning that it can 

theoretically take any values within a restricted range (Saunders, Lewis, & Thornhill, 2009, s. 419). 

The initial data analysed in this study consists of all FDT dates of seasonal equity offers made by firms 

listed on the Stockholm Stock Exchange via the right issue method during the period 2009-2011. The 

sample firms were identified through a research in Zephyr database and Nyemissioner.se3. Here the 

conditions of the right issue including the ex-right date, FDT, preferential right condition and 

subscription have been collected.  Biases in information have been completed with facts from firms SEO 

prospectus. Stock prices for selected firms have been collected from OMX Nasdaq Nordic4.  Here 

selection is based on historical closing prices from the Large, Mid and Small Cap lists. To make the stock 

prices equivalent for this study, all collected prices have been adjusted for eventual stock splits, stock 

dividends and right issues. Returns of stock prices are compared to values index from OMX Stockholm PI 

(OMX SPI) index also known as the “Stockholm all share index” containing aggregated weighted stocks 

noted on Stockholm Stock Exchange including quotations from Large, Mid and Small Cap lists.  

An event study has been carried out to determine any abnormal deviation in the share price with 

relation to the occurrence when the share is traded without subscription right.   

The author intends to determine whether the share price adjustment on the FDT coincides with the 

TERP price of the stock. If the correspondent share price adjustment coincides with TERP price of the 

stock, the efficient market hypothesis is acknowledged. Where the result shows excessive return on the 

selected stocks, the author has found an opportunity to profit on arbitrage trading and proved that the 

market hypothesis is inefficient. The determination of market efficiency is processed by a hypothesis 

testing which is described thorough in the following chapter.  

The study contains historical closing price of related stocks on the FDT adjusted with the stock’s beta 

value in order to provide correct estimated return without the occurrence. The adjustment with the 

subject of beta is made to preserve reliability of this study and is one essential step of event study 

methodology. 

  

3.2 Event study  

Event study is a commonly utilized method within economic research, particularly when analysing 

different events in stock prices such as stock dividends, stock splits, right issues and company buy-outs 

to eventually find any significant pattern on the specific occurrence with the expected stock price 

(MacKinlay, 1997).  

Basically the event study is performed in order to identify the occurrence of the abnormal return and to 

identify the time frame of the study. The time frame consists of an estimation window, T0 –T1 , and a 

event window T1-T2.. The event includes the event date  = 0, and the extension window with some days 

                                                           
3
 Nyemissioner.se is a web-source monitoring quoted and unquoted Swedish firms in context of IPO and Seasonal 

Equity Issues. 
4
 OMX Nasdaq Nordic (http://www.nasdaqomxnordic.com/) 
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before and after the event date to include any information leakage that may have occurred before and 

after the event which has not reached the market (ibid).  

In order to identify the effect of the event, the normal return needs to be calculated for the particular 

stock as if the occurrence of the event did not occur. Before calculating the normal return the 

estimation window needs to be selected, with typical time frame of 40-120 days and needs to be set on 

a time-frame that does not include the occurrence of the event. With these parameters identified an 

event study can be carried out and the result can be processed in an hypothesis testing. 

 

  

 

 

 

 

3.2.1 Measuring performance of event study 

Generally, there are two ways to calculate the normal return, CAPM (Capital Asset Pricing Model) and 

APT (Arbitrage Pricing Model). CAPM has been criticized due to the sensivitiy of the market it is applied 

in. The APT, that is a development of CAPM, has been recognized to contain high complex mathematical 

formulas that tend to lead to severe statistical problems (Angelico A & Nikbakh, 2006, s. 104). 

Statistical categories are presented by many methods but the author emphasises to present the most 

actual approaches; the constant mean return model and the market model. The constant mean return is 

an economic model that assumes that the return is constant. The mean return model which is 

statistically based, depends on the return of the stock with relation to the market portfolio, in most 

cases an index. The market model basically eliminates the return that is based on variance coefficiency. 

The market model is an improvement of the constant mean return model by removing the portion of 

return that is relevant to variation in the market’s return (MacKinlay, 1997), which leads to an increased 

ability to detect effects. For this study, the market model will be used while it depends on the OMXSPI 

index that covers all noted stocks on the Swedish Stock Exchange. 

3.2.2 Event date, Event window and the Estimation window 

The event date  = 0 is set to the FDT date, the first day where trading is without subscription rights. The 

reason to choose this date, is due to highest probability of anomalies when the stock price is adjusted 

according the TERP conditions. The event window is set to nine days, four days before the event and 

four days after the event occurrence, in order to include any information leakages which is found as 

most feasible.  All days are counted as trading days when the stock market is open. 

The estimation window is chosen to 100 days when it is assumed to dilute the possible excessive return 

that could affect event window and biased beta value of the particular stock. To avoid the problem of 

infrequent trading after the right issue is revealed, the estimation windows is ended 30 days before the 

Estimation window Event window 

T0 T1 =0 T2 

FIGURE: 2 
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start of the event window. This would exclude the negative development of the stock price return that 

commonly initiates on the right issue announcement date (Månsson & Rostedt, 2011). Thus, the 

estimation period is for respective firm (t= -134, t=-34). The author assumes that by selecting those 

dates the stock price returns for respective equities represent normal returns. 

3.2.3 The Market model calculation 

For any security  the market model can be counted as: 

 

              

where 

=the securities abnormal return in the event period . 

=  is referred as the stock’s alpha, measures the historical performance of the stock relative to 

expected return on a the security market line (SML)(Berk & DeMarzo, 2011, p. 386). Alpha is the point of 

intersection in the SML.  

= is referred as beta and indicates the particular stock’s sensitivity relative to index. Beta coefficient 

depicts the slope in a linear regression that relates the return on the investment to the return on all 

risky assets (Berk & DeMarzo, 2011, s. 360). Beta is based on the stocks historical prices and will expand 

over the period estimation period of 120 days in order to dilute any occurrence of anomalies. 

= return on the market index of the event period 

= mean disturbance term with expected value 0. 

=date in the relation to the event. 

The Beta value is calculated as following: 
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= is the average return for the security i. 

= is the average return for the index m. 

 

Alpha value is calculated as following: 

 

 

Alpha and Beta are constants and correlation coefficents that will be calculated from the linear 

regression. 

3.2.4 The Abnormal return 

According to the model by MacKinlay (1997) first the abnormal return has to be calculated within the 

estimation window that will be subtracted from the actual return that have been calculated in the event 

window with this formula: 

 

3.2.5 Cumulative Abnormal  Return (CAR) 

In order to be able to derive any conclusions from the calculations, the abnormal return needs to be 

aggregated. With the following model the return is aggregated with relation to the OMXSPI index in the 

event window CAR (MacKinlay, 1997). 

 

Following a hypothesis testing, the securities average abnormal return needs to be calculated: 

 

3.2.6 Hypothesis testing 

By defining a hypothesis testing the market efficiency can be tested around the FDT day. The research 

work focuses on hypothesis testing to check the direction and the strength of relationship on the 

dependend variable  that defines the average abnormal return of securities in the event time τ  

=  0  When equity starts trading ex-right, the equity price adjust according the TERP 

definition and abnormal returns are not significant. 

 0 When equity starts trading ex-right, the equity price does not adjust according the TERP 

 definition and abnormal returns are significant 
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3.2.7 Significance testing 

In order to test whether the hypothesis can be accepted or rejected, a significance test is essential to 

carry out. Commonly a significance level of 0.05 is used for event studies meaning,  where the value of 

95 percent confidence is representative for the population (Keat & Young, 2009, s. 132). The abnormal 

return can take positive or negative values, therefore a two tail hypothesis processing is essential. 

Before testing the hypothesis a t-test value need to be calculated.   

3.2.8 Test variable (T-test) 

The significance level is calculated with the formula:  

 

t-value =  

 

Cumulative Standard deviation is calculated with formula: 

 

 

Standard deviation: 

 

 

3.2.9 Type I and Type II errors 

Inevitably errors can occur when making statistic calculation, referred to as type I and type II errors.  

Type I error is defined as an error that is made by wrongl calculation to the decision, meaning that the 

result is true when in reality is not (Saunders, Lewis, & Thornhill, 2009, s. 452).  

 

Type II error defines error that are made on wrong calculation, meaning that the result is true when it is 

in reality (Saunders, Lewis, & Thornhill, 2009, s. 452).  

3.2.10 Reliability and Validity 

Validity is defined as to what extent a similar result will be achieved by another researcher if collecting 

data and utilizing collecting techniques are carried out in the same way. It also answers the question 

how transparent the data extracted from the raw data are (Saunders, Lewis, & Thornhill, 2009, ss. 274-

277).  The study was made on public companies noted on the Stockholm Stock Exchange where those 

historical closing prices, index values and right issue conditions are open information for anyone who 

 = Cumulative standard deviation 

= Average abnormal return for 

the security in the event time  

 

 =Standard deviation for the security.  

N= amount of securities. 

 

  = Average abnormal return for 

the security in the event time . 

 Average abnormal return for all 

securities in the event time . 

n= sample size 
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would like to investigate. The study is also made in a timeframe of three years that will strengthen the 

validity. 

If the study had been conducted on another stock exchange list such as NGM or Aktietorget the result 

may differ slightly due to the lower stock turn over and higher spread between bid and ask prices. This 

would possibly limit back tracking data for a longer history.  

In addition, to improve the validity of information, this study aims to transparently present the methods 

that can be reused for proving the data or can be used for other research. 

Reliability is preserved by extracting dates and historical data from reliable resources such as company 

prospectus, and from Stockholm Stock Exchange. All calculations have been carefully conducted and 

documented in the program MS Excel, a spreadsheet program that handles numerous of data and 

calculations. To validate the accuracy of the significance, the hypothesis testing has been re-done in 

SPSS software. 
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FIGURE  3 

Note: Composition of sample firms carring out 

right issues in context of stock lists. 

4 RESULTS 
 

Subsequent to a thorough data collection this chapter will present the empirical finding of this study. 
The result will be presented in table forms with an emphasis on the hypothesis testing.  

4.1 Sample selection 

The initial data analysed in this study 

consists of all FDT dates of Seasonal 

Equity issues made by firms listed on the 

Stockholm Stock Exchange via the right 

issue method during the period 2009-

2011 covering both recession and boom 

in Swedish economy. Out of 47 firms, 2 

firms have been excluded, as they have 

been delisted. 2 firms have been 

renamed during the time period. The final sample comprises 45 firms which the author has used for 

conclusive calculations. 

 

4.2 Abnormal returns 

The author has investigated whether any occurrence of anomalies exist in the in the event windows. 

Figure 4 displays the average abnormal equity development before the event date, at event date (FDT) 

and 4 days after the event. As shown in figure an abnormal return exists during the event date, the day 

when the stock goes ex-right. Before the abnormal positive return occurs on the event date, the returns 

decline, subsequently to the event date the returns continue to decline.  
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FIGURE 4 

Note: Abnormal return for the sample in the event window. 



19 

 

 

 
Figure 5 presents the Cumulative Abnormal Returns (CAR) for the event window. Overall results shows 

that the abnormal returns is prominent when the stock is trading ex-right and continues to cumulate on 

high level after the event date, despite a decline in AR.  

 

 
 

 
These results are impressive and display a major arbitrage possibility for the observant investor, 

although the investor needs to subscribe it’s pro-rata share in the right Issue to preserve the excessive 

return or sell the subscription rights to a equivalent market price of given stock price subtracting the 

issue price. 

 

4.3 Result of the hypothesis 

To determine whether the abnormal results when the stock goes ex-right are significant, a hypothesis 

test has been applied as follows: 

 

=  0  When equity starts trading ex-right, the equity price adjust according the TERP 

definition and abnormal returns are not significant. 

 0 When equity starts trading ex-right, the equity price does not adjust according the TERP 

 definition and abnormal returns are significant. 
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FIGURE 5 

Note: Cumulative Abnormal Return for the sample in the event window. 
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Significance5 level is 5% where the number of observations is set to 45. Statistics in Table 1 indicate 

whether the null hypothesis on a given day can be rejected or accepted. Significant values are bold 

marked. 

 

TABLE 1 

Event Date N Positive/ Negative AR CAR Std Critical t t [AR] t [CAR] 

-4 45 21/24 -0,73% -0,73% 0,04901 2,01537 -0,99830 0,99830 

-3 45 24/21 -0,87% -1,60% 0,05832 2,01537 -0,99723 1,83617 

-2 45 19/26 -1,33% -2,93% 0,06101 2,01537 -1,46106 -3,21651 

-1 45 30/15 1,50% -1,42% 0,04990 2,01537 2,01745 -1,91507 

0 45 34/11 11,03% 9,61% 0,22920 2,01537 3,22846 2,81154 

1 45 19/26 -0,67% 8,94% 0,06898 2,01537 -0,65197 8,68918 

2 45 20/25 -0,11% 8,83% 0,03475 2,01537 -0,20538 17,04419 

3 45 17/28 -0,62% 8,21% 0,06798 2,01537 -0,61095 8,10118 

4 45 15/30 -2,18% 6,03% 0,05771 2,01537 -2,53232 7,01030 

Notes: Number of observations, Results from number of positive and negative observations, Daily 

Average Abnormal Returns (AR), Cumulative Abnormal Returns (CAR), Standard Deviation, Critical t-

Statistics, t-statistics of Abnormal Return (AR) and t-statistics of Cumulative Abnormal Returns (CAR) of  

the 45 Right Issues carried out on Stockholm Stock Exchange for the period of 5 days before through 5 

days after the FDT date (day 0) during a period of 2009-2011. 

 

As shown in table, the average abnormal return on the event day t=0 is statistically significant 

(t[AR]=3.22846). There are also significant abnormal return observed in the event days t=-1 

(t[AR]=2.01745) and in t=4 (t[AR]=-2.53232). CAR values are observed significant at event day t=-1 (t 

[CAR] = 3.21651) , t=0 (t [CAR] = 2.81154), t=1 (t [CAR] = 8.68918), t=2 (t [CAR] = 17.04419), t=3 (t [CAR] 

= 8.10118) and day t=4 (t [CAR] = 7.01030).  

The results illuminate that major stocks have positive abnormal returns on the event date revealing 34 

of 45 samples showing positive returns, despite the fact it is not obvious that equities always gain 

positively on this day. 

 

 

  

                                                           
5
 Significance level is computed with MS Excel comprising the Student’s t-test. Degree of freedom (n-1) is set to 44. 
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5 ANALYSIS 
 

The study discloses a positive abnormal return on the first day stock trades excluding rights. The 

abnormal returns are significant on the event day, and in a CAR perspective it holds on the high level to 

the end of the event window. The abnormal positive return could be explained by the fact that market 

does not adjust to the new circumstances. Based on the efficient market hypothesis this result tells us 

that the market is a weak form of efficiency and that it is basically not obvious that the abnormal 

reaction will occur on ex-right date; instead the equity is following a “random walk” and the next time 

the same equity goes ex-right the result could be different.   

5.1 Abnormal returns yearly compared 

As seen in the result section it is clear that on the 

event date (t=0) the abnormal return reaches the 

highest level in the event window, although if the 

AR:s was compared yearly the results would still 

persist on a high level. Minor difference in 

abnormal returns can be seen in year 2010 in 

Figure 6. The difference can be to some extent 

explained by the fact that among those 17 right 

issue during 2010 a few issues were carried out to 

a high dilution such as Rörvik Timber (36:1) with a 

return of 147%, Eniro (30:1) with a return of 14%. 

Both ex-right dates resulted in high AR but the 

high abnormal return can also be found in other Small Cap companies such as Mobyson (1:1) with an 

abnormal return of 32% despite the small dilution compared with previous examples. One can also 

distinguish a lower adjustment of price in Large Cap stocks such as Nordea where the share price was 

adjusted to the TERP price comprising an abnormal return of -0.36%.  

The composition of firms in the sample shows a 

greater impact of Small Cap firms followed by 

Mid Cap and Large Cap. The large number of 

Small Cap companies reflects the cash raising 

needs in smaller companies. 

The result points out to some extent that the 

amount of dilution has an effect on higher 

mispricing of the stock price and firms listed on 

Large Cap list are to a less extent affected by 

mispricing on the FDT date.   

It can also be distinguished that the average yearly rate of abnormal returns on the event date (t=0) 

increases with the amount of carried out right issues. This is shown in figure 5 and 6 where in year 2009 

FIGURE 6 

FIGURE 7 

Note: Sample amount per year. 

Note: Sample composition 
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the abnormal return reached 9.85% comprising a sample of 15 firm, followed by year 2010 with an 

increase to 14.95% containing 18 firms and a decrease in year 2011 to 7.95% covering only 12 firms. 

 

The reason behind the abnormal return can vary, although it not discussed in this thesis it is worth to 

mentioning eventually factors that contribute to the abnormal returns. Probably one main factor of the 

anomaly can be related to the Swedish way of carrying out rights issues where the subscription rights of 

particular stock are allowed to be traded for a limit time. Gain in the abnormal return in ex-right date 

can successively be reduced if taking into account the diminishing price of subscription rights at the time 

they are permitted for trading, which generally takes place 4-6 days after the day stocks are traded ex-

right. Another view of this problem is that equities from particular the Small Cap list are to a greater 

extent not allowed to be short sold resulting in the equity price adjustment toward TERP price taking 

longer time. Equities noted on the Large Cap list are generally allowed to be short sold, therefore price 

adjustment toward TERP price is made within in a shorter time frame resulting in a lower CAR values at 

t=4 comparing with values of Small Cap.  

In addition the price fluctuation can be a reason of less efficient dissemination of information regarding 

the day when the stock trades ex-right. Particularly this could apply for Small Cap stocks that are mostly 

followed by individual investors comparing with Large Cap firms that are in majority followed by 

institutional investors (Gompers & Metrick, 2001), thus leading to lower abnormal returns.  

Subsequent to the problem of less informed investors is the complexity of the right issue. Some issues 

contain unclear conditions about the adjustment of price on the ex-right date, particularly those that 

combine with an offset issue or non-cash issue to resolve claim, or by issuing convertibles. With higher 

complexity the less experienced investor will make it more difficult to calculate the correct TERP price.  

The correction itself of the security price toward the TERP price is started from the FDT showed in Figure 

5 where stock return is moving downward after the event date (t=1 to t=4) and in most cases it would 

continue for several days. This has to do with the impact of the market psychology and sentimental 

factors that are not discussed in this thesis, but are important to mention. During the following days the 

investor may be conscious about the mispriced security and start selling as security price is still traded 

on higher levels in order to close profits when it is possible. In some situations companies worried about 

their shareholders have informed the market with a pressrelease regarding the conditions of the right 

issues in order to indicate the mispricing and to help correction of security price to the correct value.  

 

Additionally, the overall macro situation can have a great impact of the behaviour on the stock market. 

In particurlar when the overall stock market is moving downward due to a major financial crisis. The 

effect of such a situation leads to minimized risk taking, which automaically leads to lower liquidity and 

correction of particular security price. This explains why psychology and sentimental values are very 

important when it comes to investing your capital. Market psychology and sentimental values are 

factors that are very important drivers of the market and push it up or down based on the current 

sentimental value of the general market investors.   
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5.2 Comparison with prior research 

The result from this study disagrees with findings of Tsangarakis (2004) which proved that the average 

abnormal return of the ex-right day of an right issue is zero and concluded that the Greek stock market 

is efficient in the semi-strong form. The study comprises an event study conducted during an 11-day 

longer time period around the event day on firms that carried out right issues on through years 1981-

1990. 

Vidhan, et al. (1994) found an average abnormal returns behaviour on the Tokyo Stock Exchange with a 

return of 7.10% on the ex-right day. The event window was set to 11 days accompanied with a sample of 

245 firms that over the time period 1975 to 1989 had completed a right issue on the Tokyo Stock 

Exchange. The same study explored possible explanations for the result and found that ex-date return is 

not driven by the calendar time, by the preponderance of smaller firms in the sample, or by the 

influence of right issue announcement.  

A more recent study made by Wanga, et al. (2006) on ex-right date of right issues carried out on the 

Chinese Stock Exchanges (Shanghai Stock Exchange and the Shenzhen Stock Exchange) shows 

statistically significant positive abnormal stock return of 4.8% on the ex-right date. The sample 

employed data from 432 rights offerings issued between 1994 and 1999. 

A number of older studies have examined the behaviour of ex-right day on the United States Stock 

Exchange, e.g. early works by Smith (1977) and Kothare (1991) report zero abnormal returns in the 

month of the offerings for equities noted on NYSE6. Contrary result by Marsh (1979) found significant 

differences of 0.5% to 1 % when a stock went trading ex-rights. 

Prior results originating from international studies differentiate in the market conditions of right issues. 

In general the rights for participating the right issue is only valid for the owner of stock and cannot be 

transferred or resold on the market, which contradicts with the Swedish right issue market where rights 

can be traded and sold for a limited time. The positive average abnormal return in ex-right day of 

Swedish right issues can eventually be a result of  the possibility of trading subscription rights. 

5.3 Trading strategy 

With these anomalies being statistically proven for the Swedish stock market, it can be worth examining 

how it has economic significance when acting on a trading strategy.  

From a shareowners’ perspective, a favourable start point and according to prior research is selling 

stocks on the day the company announces the right issue (Månsson & Rostedt, 2011). Standing outside 

the equity and being cash will save the previous shareholder from continuous negative return to the 

time of when equity reaches the ex-right date of the right issue. On the day next to the ex-right date of 

the right issue the observant investor buys the same share again holding share to the ex-right date and 

gaining an abnormal return when taking into account the adjusted price. This proceeded action will save 

the investor from losses and provide a significant gain to the ex-right date if the investor also considers 

subscribing shares according to the subscription rights he is allotted.  

                                                           
6
 New York Stock Exchange 
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5.4  Liquidity risk 

One significant restriction to earn arbitrage profits around the ex-right date is the potential illiquidity of 

equities in some smaller firms, particularly when taking into consideration firms noted on the Small Cap 

list. Trading volumes in such equities are relatively thin which may have a preventive effect of buying 

and selling shares at desired volumes, thus the market impact cost to investors is amplified. This means 

that once the share is bought and sold, an unfavourable change in the price may take place and the 

investor may therefore decide to abort the strategy. To sum up, the low liquidity in ex-right stock 

creates extra risk both regarding market impact and the possibility that an order is not executed as 

expected.  
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6 CONCLUSIONS 
 

6.1 Summary 

This paper examines the behaviour of stock prices around the ex-right date of right firms listed on the 

Stockholm Stock Exchange whether any abnormal returns are prominent when the stock goes ex-right. 

The selection is based on historical closing prices from the Large, Mid and Small Cap lists that during the 

period of 2009 and 2011 have carried out a right issue. An event study has been carried out on the event 

day starting with t=-4 to t=-4.   

6.2 Hypothesis 

The study answered whether the market is efficient in the ex-right date to a right issue with the 

hypothesis statement;  

=  0  When equity starts trading ex-right, the equity price adjust according the TERP 

definition and abnormal returns are not significant. 

 0 When equity starts trading ex-right, the equity price does not adjust according the TERP 

 definition and abnormal returns are significant. 

Results from this report indicate that when equity starts to trade ex-right it is associated with an 

abnormal return of 11.3%. The high average abnormal return on this date is significantly proven at 5 % 

level for 34 of 45 firms in the sample, based on the t-test.  In addition then null hypothesis is rejected, 

meaning that when the stock starts trading ex-right, the equity price does not adjust according the TERP 

defined price and abnormal average returns are significant. Based on the efficient market hypothesis 

this result tells us that the market has a weak form of efficiency and that it is basically unclear if the 

abnormal reaction will occur on ex-right date; instead the equity follows a “random walk” and the next 

time the same equity goes ex-right, the result could vary.   

6.3 Discussion 

These results differ from the prior result of international studies, where on ex-right day evidence has 

shown that average abnormal return of the ex-right day of a right issue is zero in Greek and US stock 

markets. In contradiction of these results, findings from Chinese and Japanese stock markets confirm 

significant average abnormal returns on the ex-right date. The high abnormal return also stresses that 

the possible excess return made on the ex-right date eventually can be diminished when taking into 

consideration the fluctuation of the trading of subscription rights. 

The high average abnormal returns from this study were at a expected rate, although differences can be 

found between stock list. In particular, companies that are noted on Large Cap are less affected by 

mispricing than companies on the Small and Mid Cap list. In some extent this could be explained by the 

trading liquidity. 
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It can also be distinguished that the average abnormal return increases with the amount of right issues. 

Figure 3 and 5 depict the highest rate of AR in year 2010, where at the same year most right issues were 

carried out. The opposite is found for year 2011. Revealed results need to be confirmed with a longer 

study in order to acknowledge the significance of the result. 

The author concludes several possible reasons behind these anomalies, illuminating factors such as 

allowance of trading subscription rights and short selling prohibition in smaller firms, in particular on the 

Mid and Small Cap list. In addition, dissemination of right issue information and complexity of the right 

issue can affect the less informed investors.   

6.4 Practical Implication 

Through the event study perfomed in chapter 4, and along with the analysis in chapter 5, the author 

have identified a trading strategy with an effort to save money in a right issue, which is commonly 

associated with diminishing returns for the investor.  

An ideal starting point is to sell the equity at the same day when the right issue is announced until the 

day following the ex-right date of the right issue, when equities are bought back. Holding the shares to 

the ex-right date will provide significant return only if the alloted subscriber rights are considered to be 

subscribed for new shares.  
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7 FURTHER RESEARCH 
 

The anomaly is established and several others studies, including this one, confirm a significant excess 

return on the ex-right date, although it would be of high interest to investigate qualitative explanation 

to the existence of the anomaly. This could include determination whether short selling of stocks has an 

significant effect on stabilization of equity price on the ex-right date, or statistically prove that particular 

stock list are more prominent in the abnormal behaviour.   

Additionally, a study on whether liquidity and the bid-ask price have an effect on the mispricing, in 

particular when taking into account the smaller companies that often experience low liquidity could be 

found interesting.  

In context of data collecting method, a complementary way is to investigate, open-to-close equity prices 

and close-to-open equity prices to eventually find any higher or smaller anomaly in the event window, 

particularly in the event date. 

Furthermore, a determination whether the anomaly on the ex-right date is reduced by the price 

anomaly in subscription rights trading could bring the gap of market efficiency from the day next to ex-

right date to the end of right issue.  
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APPENDIX 
TABLE 2 

COMPANY NAME FDT LIST Condition  AR[t=0]   

Digital Vision 09-feb-09 Small Cap 4:1    38.20%    

SEB A 09-mar-09 Large Cap 11:5    12.93%    

Nordea 13-mar-09 Large Cap 11:20    -0.36%    

SAS 16-mar-09 Mid Cap 14:1    29.20%    

Hemtex 22-apr-09 Small Cap 5:2    -0.74%    

Trelleborg 24-apr-09 Large Cap 2:1    10.93%    

Allenex 12-may-09 Small Cap 5:6    3.30%    

Cybercom Group  26-may-09 Small Cap 5:2    -0.43%    

Eniro 27-may-09 Mid Cap 3:1    14.08%    

Swedbank 16-sep-09 Large Cap 1:2    3.58%    

Fingerprint Cards 21-sep-09 Small Cap 1:1    18.35%    

Diamyd Medical 12-oct-09 Small Cap 7:25    -0.33%    

Rottneros 16-oct-09 Small Cap 1:5    3.09%    

Sagax 08-mar-10 Mid Cap 1:3    -2.29%    

Cision 18-mar-10 Small Cap 1:1    5.63%    

Rörvik Timber 22-mar-10 Small Cap 36:1    147.22%    

Note 08-apr-10 Small Cap 2:1    3.24%    

SAS 08-apr-10 Mid Cap 3:1    17.23%    

PA Resources 26-may-10 Mid Cap 5:14    4.92%    

Elanders 25-aug-10 Small Cap 1:1    -1.96%    

Mobyson 03-sep-10 Small Cap 1:1    32.97%    

Artimplant 20-sep-10 Small Cap 1:1    1.91%    

Oasmia Pharmaceutical 26-oct-10 Small Cap 5:13    3.13%    

Corem Property Group 02-nov-10 Mid Cap 1:5    2.93%    

Diös Fastigheter 05-nov-10 Mid Cap 1:3    1.78%    

Sensys Traffic 10-nov-10 Small Cap 1:3    9.91%    

Gunnebo 25-nov-09 Mid Cap 1:3    7.32%    

Haldex 25-nov-09 Mid Cap 3:2    7.03%    

Karo Bio 25-nov-10 Small Cap 3:2    18.01%    

Hexagon 25-nov-10 Large Cap 1:3    -4.05%    

Eniro 29-nov-10 Mid Cap 30:1    15.49%    

MSC Konsult 02-dec-10 Small Cap 1:1    -1.61%    

Tradedoubler 07-dec-10 Mid Cap 2:1    -0.30%    

Hexpol AB 22-feb-11 Mid Cap 1:4    -2.24%    

Digital Vision 11-mar-11 Small Cap 10:3    15.87%    
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Table 2 (continued) 

 

Hemtex AB 18-mar-11 Small Cap 

 

 

4:3 

    

 

13.57% 

   

Precise Biometrics 29-mar-11 Small Cap 2:5    8.60%    

Sobi 03-may-11 Mid Cap 1:4    2.58%    

Orexo 31-may-11 Small Cap 1:4    -0.87%    

Allenex 26-sep-11 Small Cap 6:1    5.95%    

Opcon 11-oct-11 Small Cap 4:1    20.09%    

Diös Fastigheter 07-nov-11 Mid Cap 1:1    3.18%    

Transatlantic 08-nov-11 Small Cap 1:1    2.02%    

Kapp Ahl 09-nov-11 Mid Cap 2:1    5.52%    

Transcom Worldwide 22-nov-11 Small Cap 16:1    21.50%    
 

Table 3 

EXCLUDED COMPANIES 

Ticket Travel 

Group Small Cap 

HQ AB Mid Cap 
 


