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ABSTRACT

Rights issues give the existing shareholders the option of purchasing new shares,
normally issued at par in the context of Nepal in order to encourage participation in
the capital raised over purchasing shares in the market. The study focused on the
practice of rights offering in Nepal and its impact on the share price movement of the
sample banks from FY2008/09 to FY 2017/18. The major aim of the study is to
examine the share price movement of stocks before and after the announcement of
rights offering and to make a comparison between the theoretical price and the real
market value after the announcement of rights offering.

Both primary and secondary data were used for analysis. Secondary data were
collected from the annual reports of SEBON and websites, while the primary data
were collected through questionnaire. This study used descriptive, correlational and
casual-comparative research approaches. Descriptive research design is used for
conceptualization, problem identification, conclusion and suggestions. The
correlational research is used to ascertain the extent to which two variables i.e. how
rights issue and share price are related. Casual-comparative research is also used to

establish casual relationships, which has been shown using paired t-test.

The major findings of the study are approximately consistent with the theory of rights
offering. The share price of most of the companies decreases significantly after the
announcement of rights offering. Besides, under subscription of rights has been a
major problem for most of the commercial banks.The conclusion of the study is that
rights offering are found to be in an increasing trend and have some impact on the
share price that can be negative.Non-transferable of rights is found to be one of the
major causes of under subscription. But still, it is believed that rights issue practice
would contribute a lot to raising funds for every company as the capital market gets

matured and developed.



