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Abstract 
This study examined the effect of equity financing on the firm value of listed Information and Communication Technology (ICT) firms in Nigeria, with firm value proxied by Tobin’s Q and equity financing proxied by the equity-to-asset ratio (ETA). An ex-post facto research design was adopted, using historical financial data from 2015 to 2024. The population consisted of all eight ICT firms listed on the Nigerian Exchange Group (NGX), while five firms that have been listed as at 2015 were purposively sampled. Secondary data were collected from the audited annual reports of the sampled firms, and hypotheses were tested using Panel Least Squares regression with White cross-section standard errors to correct for heteroskedasticity. The finding revealed that equity financing has a significant negative effect on the firm value of listed ICT firms in Nigeria (β = -0.623239, p = 0.0000). Therefore, market participants may perceive higher reliance on equity as a signal of potential dilution of ownership or a sign that internal resources and retained earnings are insufficient to fund growth, which could reduce investor confidence and market valuation. It was recommended that management of listed ICT firms should carefully evaluate the proportion of financing obtained through equity relative to other sources. They should consider balancing equity with retained earnings or internally generated funds to minimize potential market concerns about ownership dilution and avoid reducing firm value.
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1.0 Introduction
The growth and sustainability of firms in today’s dynamic business environment depend on their ability to effectively mobilize and manage financial resources. In the context of Information and Communication Technology firms, which operate in highly competitive and rapidly evolving markets, access to capital has become increasingly important. Firms require substantial financial resources to invest in new technologies, expand operations, and maintain competitive advantage (Tsuma, 2025). Unlike traditional industries, ICT firms often experience high volatility in earnings and rapid shifts in market demand, making the choice of financing particularly critical. The Nigerian ICT sector, which has witnessed significant expansion over the last decade, provides a rich environment to examine the financial strategies of firms. Companies in this sector rely on both internal and external sources of finance to support innovation, infrastructure development, and market growth. Within this context, Adelabu and Adelabu (2025) argued that the way a firm raises capital can influence its operational efficiency, market perception, and overall financial health. The interaction between financial structure and market valuation has attracted attention from both academics and practitioners, as firms seek strategies that maximize shareholder wealth while maintaining stability.
Equity financing, which involves raising capital through the issuance of shares, plays a central role in the strategic financial management of firms (Umoh et al., 2025). Unlike debt financing, equity does not require regular interest payments, allowing firms greater flexibility in managing cash flows. It also signals financial strength to the market, as firms that can attract investors through equity issuance are often perceived as more stable and growth-oriented. Firm value, often measured through indicators such as Tobin’s Q, reflects the market’s assessment of a company’s future earning potential relative to its book value (Oganda, 2023). In today’s business environment, high firm value is associated with greater access to capital, lower cost of financing, and enhanced reputation among stakeholders. Firms that effectively balance equity and other forms of financing can strengthen their capital structure and position themselves for long-term growth. Equity financing also allows companies to pursue expansion projects, invest in research and development, and enhance operational efficiency without increasing debt obligations. In the Nigerian context, where access to long-term debt can be challenging due to market inefficiencies and high interest rates (Ikwuo et al., 2025), equity financing becomes an even more critical tool. The importance of equity financing is therefore not limited to providing capital; it also influences investor confidence, corporate governance, and the firm’s ability to respond to market changes, making it a central consideration for financial strategy in ICT firms.
The relationship between equity financing and firm value is complex and influenced by several factors, including market conditions, firm size, and management practices. Equity financing can increase firm value by providing resources for growth, signaling strength to investors, and reducing the reliance on costly debt (Ibrahim et al., 2020). Firms that maintain an optimal level of equity financing can enhance their market valuation, as investors perceive them as capable of funding operations and investments without excessive financial risk. Conversely, excessive or poorly managed equity issuance can dilute ownership, reduce earnings per share, and signal potential overreliance on external capital, which may negatively affect firm value (Muthoni et al., 2019). Kontuš et al. (2023) argued that firms with balanced capital structures tend to enjoy higher valuations, as equity provides both stability and the capacity to invest in value-creating projects. In the ICT sector, where innovation and technology adoption drive growth, equity financing enables firms to undertake large-scale investments that might otherwise be unattainable.
Listed firms rely heavily on the availability and efficient management of financial resources to drive growth and maintain competitiveness. Access to adequate equity financing allows companies to fund innovation, expand operations, and respond to changes in market demand (Adelabu & Adelabu, 2025). When firms effectively balance their capital structure and leverage available resources, they can achieve high market valuations and strengthen investor confidence. Sustainable financial management also enables ICT firms to reduce reliance on costly debt, improve operational efficiency, and enhance long-term performance. In this situation, firms can consistently attract investments, pursue strategic initiatives, and maintain stability in an increasingly competitive environment. In reality, many firms in Nigeria appear to face challenges in obtaining and utilizing equity financing effectively. Some firms struggle to raise sufficient equity capital due to market limitations, low investor confidence, or poor corporate governance practices (Umoh et al., 2025). In some cases, firms rely excessively on debt financing, which increases financial risk and limits their ability to invest in growth opportunities (Ikwuo et al., 2025). These financial constraints and mismanagement practices hinder the ability of firms to achieve high firm value as measured by Tobin’s Q, despite the growing opportunities within the sector. Firms that cannot access or effectively manage equity financing often experience slower growth, reduced competitiveness, and lower market valuation. Investors may be hesitant to provide additional capital, limiting expansion and innovation. In addition, the financial instability of these firms can lead to poor performance, loss of shareholder wealth, and diminished confidence in the ICT sector as a whole.
Despite the extensive research on equity financing and firm performance, several gaps remain in the literature, particularly within the Information and Communication Technology (ICT) sector in Nigeria. Previous studies such as Adelabu and Adelabu (2025), Umoh et al. (2025), Oganda (2023), Ibrahim et al. (2020), Muthoni et al. (2019), Okolo et al. (2019), Achieng et al. (2018), Njagi et al. (2017), and Raude et al. (2015) primarily focused on manufacturing, banking, and general non-financial firms, leaving ICT firms underexplored. Moreover, most studies concentrated on broader industries or SMEs, with none, (to the best of the researcher’s knowledge), investigating listed ICT firms in Nigeria. Evidence from these studies also shows mixed results regarding the direction and significance of the relationship between equity financing and firm value, suggesting the need for sector-specific analysis. This study therefore fills the gap by focusing explicitly on listed ICT firms in Nigeria, using the equity-to-asset ratio as a proxy for equity financing and Tobin’s Q to measure firm value, covering the period from 2015 to 2024. By doing so, it provides more targeted perspective on the effect of equity financing on firm value within a rapidly growing and innovation-driven sector, addressing the limitations of prior studies and offering a clearer understanding for investors, managers, and policymakers in the Nigerian ICT industry. Hence, the study examined the effect of equity financing (proxy by equity to asset ratio) on the firm value (proxy by Tobin’s Q) of listed Information and Communication Technology (ICT) firms in Nigeria. In line with the above, we hypothesise that:
H₀: Equity financing has no significant effect on the firm value of listed ICT firms in Nigeria.
H₁: Equity financing has a significant effect on the firm value of listed ICT firms in Nigeria.
2.0 Literature Review
2.1 Conceptual Review
2.1.1 Equity Financing
Equity financing refers to the process through which a business raises capital by issuing shares of ownership to investors (Umoh et al., 2025; Yan & Wang, 2026; Zhen et al., 2026). This approach allows companies to obtain funds for expansion, innovation, or operational needs without taking on the obligation of regular interest payments associated with debt. When investors provide capital in exchange for shares, they become part-owners of the company and share in its potential profits and losses. Equity financing is often pursued by firms seeking long-term growth, as it provides a source of funding that does not require repayment in the short term and helps strengthen the firm’s financial structure (Adelabu & Adelabu, 2025). The use of equity financing can also influence a company’s reputation and credibility in the market. Companies able to attract investors through share issuance are often viewed as more stable and promising, signaling confidence to stakeholders. It provides management with the resources necessary to pursue large-scale projects, expand operations, or invest in research and development, which may be difficult to achieve solely through internal funds. The balance between equity financing and other financial sources can affect the firm’s overall risk exposure, as a higher proportion of equity can reduce the reliance on borrowed funds and mitigate the likelihood of financial distress (Oganda, 2023).
Equity financing encompasses several mechanisms, including public offerings on stock exchanges, private placements, and rights issues. Regardless of the method, it represents an opportunity for firms to secure capital while sharing ownership and potentially benefiting from the expertise or networks of shareholders (Achieng et al., 2018). In the context of fast-growing industries like information and communication technology, access to equity financing can be instrumental in enabling firms to remain competitive, respond to market changes, and sustain long-term development. Thus, equity financing reflects the interaction between a firm and its investors, balancing the need for capital with the distribution of ownership and control. Its strategic use can shape a company’s growth trajectory, market perception, and overall financial stability, making it a critical consideration in corporate financial management (Nworie et al., 2023).
2.1.1.1 Equity to Asset Ratio
Equity to asset ratio represents the proportion of a firm’s total assets that are financed by shareholders’ equity (Umoh et al., 2025). It provides a measure of how much of the company’s resources are owned outright by shareholders as opposed to being financed through debt or other liabilities. This ratio is used to evaluate a company’s financial structure and its ability to sustain operations without excessive reliance on borrowed funds. A higher equity to asset ratio indicates that a larger portion of the firm’s assets is supported by shareholders’ capital, which can imply greater financial stability and a lower risk of insolvency (Prabowo et al., 2018). The ratio is widely used to assess the strength of a firm’s capital structure and its resilience to economic fluctuations. Firms with high equity relative to assets are better positioned to withstand downturns or unexpected financial obligations, as they are less burdened by debt repayments. It also provides hint into the firm’s capacity to raise additional funds without overextending its liabilities.
2.1.2 Firm Value
Firm value refers to the financial worth of a company as recognized by the market and investors (Oganda, 2023). It encompasses the overall assessment of a company’s ability to generate returns, sustain operations, and create wealth for shareholders. Ibrahim et al. (2020) averred that firm value captures the economic position of the company, integrating aspects of its assets, earning potential, market presence, and growth prospect. It serves as a critical indicator for investors, management, and regulators who seek to understand how resources are being utilized and how the company is performing relative to peers. Firm value can fluctuate with market dynamics, economic conditions, and strategic decisions made by management, reflecting both the current performance and expectations of future outcomes (Khan & Qureshi, 2023).
Investors often rely on firm value to make decisions regarding capital allocation and portfolio management. High firm value typically indicates that a company is successful in generating returns relative to its size, attracting investment and facilitating access to additional funding (Anaike et al., 2025). Conversely, low firm value may reflect inefficiencies, operational challenges, or market skepticism about the company’s growth potential (Widyakto et al., 2026). Firm value also serves as a benchmark for evaluating mergers, acquisitions, or other strategic partnerships, highlighting the company’s comparative strength and economic significance within its industry. Thus, firm value represents a comprehensive evaluation of a company’s financial and operational effectiveness (Oganda, 2023). It is a key metric that integrates past performance, present conditions, and future prospects, providing a measure of the company’s capacity to create wealth and maintain competitiveness in the marketplace.
2.1.2.1 Tobin’s Q
Tobin’s Q is a financial ratio that compares the market value of a firm to the replacement cost of its assets (Mysaka & Derun, 2021). It reflects how the market perceives the value of the company relative to the investment required to replicate its assets. A Tobin’s Q greater than one indicates that the market values the firm more than the cost of its assets, suggesting that investors expect high growth or profitability. Conversely, a ratio below one implies that the market places a lower valuation on the firm than the cost to replace its assets, signaling potential underperformance or inefficiencies (Ishaq et al., 2021). The ratio serves as an important tool for understanding the relationship between market perceptions and corporate investments. Firms with high Tobin’s Q often have strong investor confidence, which can facilitate easier access to financing, higher stock prices, and greater opportunities for expansion. It provides a way to evaluate how well a firm is utilizing its resources to generate value that exceeds the book cost of assets (Butt et al., 2023). In addition, Tobin’s Q is used to compare firms across industries and time periods, providing a standardized measure of market-based performance.
2.2 Theoretical Framework 
The Pecking Order Theory was propounded by Stewart C. Myers and Nicholas Majluf in 1984 (Umoh et al., 2025). The theory emerged as a response to limitations observed in traditional capital structure theories, particularly in explaining how firms prioritize different sources of financing. The main postulations of the Pecking Order Theory revolve around the preference hierarchy that firms follow when seeking capital (Maimako & Moses, 2011). Firms first rely on internal financing, such as retained earnings, to fund their operations and growth. If internal resources are insufficient, they turn to debt financing, as it generally involves lower costs and less dilution of ownership compared to issuing new equity. Equity issuance is considered the last option because it can send negative signals to the market and potentially dilute existing shareholders’ control (Rodriguez, 2024). The theory also suggests that firms prefer financing methods that minimize adverse selection and reduce information asymmetry between managers and investors. As a result, the pattern of financing is determined less by an optimal capital structure and more by the availability and relative costs of different sources of funds.
The Pecking Order Theory is particularly relevant to this study because it provides a framework for understanding how equity financing affects firm value in Nigerian ICT firms. Since equity is considered a last resort in the financing hierarchy, decisions to issue new shares may carry implications for market perception and investor confidence, both of which influence firm value (Umoh et al., 2025). By examining the relationship between equity-to-asset ratio and firm value, the study aligns with the theory’s assertion that financing choices reflect the internal and external conditions facing the firm. It also underlines the significance of retained earnings and debt in shaping the capital structure, allowing for a better understanding of how financial strategies impact market valuation in the context of listed ICT firms.
2.3 Empirical Review
Adelabu and Adelabu (2025) investigated the relationship between equity financing and financial performance in Nigerian listed non-financial firms. The study focused on the impact of equity on financial performance in the manufacturing industry and aimed to provide evidence on how equity financing influenced performance from 2014 to 2023. Secondary data were used, covering 31 non-financial firms listed on the Nigerian Exchange Group. Five firms were purposively selected to facilitate data collection and ensure the effectiveness of the research. Data on total equity and profit after tax were extracted from audited financial statements. Descriptive statistics such as mean, median, and standard deviation were used to summarize the data, while inferential analysis employed a panel regression model. The findings indicated that equity had a significant positive effect on the financial performance of the manufacturing industry in Nigeria.
Umoh et al. (2025) examined the effect of equity financing on the market value of quoted manufacturing companies in Nigeria. The study highlighted that while debt and equity are the primary sources of financing, equity is not always fully utilized, despite its potential as a relatively low-cost source of funding. An ex-post facto research design was applied, using secondary data. Equity financing was represented by the total equity ratio, the dependent variable was market value, and asset turnover ratio served as a control variable. The population included 31 manufacturing companies listed on the Nigerian Exchange Group, with a sample of 24 firms selected based on the availability of published financial statements. Data spanning 2013 to 2024 were analyzed using descriptive statistics and pooled panel regression. Results showed that the total equity ratio had a positive and significant influence on market value.
Oganda (2023) investigated equity financing and firm value using short-run and long-run dynamics with a generalized method of moments approach. Dynamic unbalanced panel analysis was applied to secondary data over a ten-year period from 2010 to 2019, covering nine listed firms. The study examined equity financing moderated by economic growth and earnings volatility, with firm value measured using Tobin’s Q and EVA. Longitudinal research design was adopted, and STATA version 15 was used for analysis. A two-step system GMM was employed to test the hypotheses at a 5% significance level. Pearson correlation analysis indicated a negative correlation between equity financing and Tobin’s Q, while the equity-to-asset ratio showed a positive but marginally significant effect on firm value.
Ibrahim et al. (2020) explored the influence of equity financing on firm value in Nigeria using panel analysis for 12 listed industrial goods firms from 2006 to 2016. The study found that equity financing reduced firm value, and both firm size and growth negatively affected valuation. The authors suggested that managers should adopt appropriate strategies to optimize the mix of capital, taking into account theoretical frameworks and economic conditions, to enhance firm performance.
Muthoni et al. (2019) studied the effect of equity financing on shareholder value creation in non-financial firms listed on the Nairobi Securities Exchange between 2008 and 2014. The study applied Pecking Order Theory and Market Timing Theory and used explanatory research design. Data were collected through a census of 40 firms and analyzed using ordinary least squares regression. The results showed that equity financing had a statistically significant positive effect on EVA.
Okolo et al. (2019) examined the impact of equity capital financing on the financial performance of 14 deposit money banks listed on the Nigerian Stock Exchange from 2006 to 2016. Secondary data from annual reports were analyzed using an ex-post facto design and pooled ordinary least squares regression. Panel data techniques in E-Views 13 were used, and results indicated that both ROE and EVA positively influenced the corporate financial performance of the banks.
Achieng et al. (2018) assessed the effect of equity financing options, including common stock, retained earnings, and total equity as ratios of total assets, on the financial performance of 40 non-financial firms listed on the Nairobi Securities Exchange from 2009 to 2015. Using pooled OLS, fixed effects, and random effects models, the study found that retained earnings positively affected ROA, total equity positively influenced ROA, while common stock had a negative effect. ROE was largely unaffected by the equity variables, supporting aspects of Modigliani and Miller’s theory and the trade-off theory.
Njagi et al. (2017) analyzed the effect of equity financing on the financial performance of SMEs in Kenya. A descriptive survey design was adopted, with a population of 300 SMEs and a sample of 60 firms. Primary data were collected via questionnaires and secondary data from audited statements. Descriptive and inferential statistics were applied. Findings indicated that SMEs preferred internal financing and contributions from friends, while angel investors were less utilized. Equity financing showed a positive relationship with financial performance.
Raude et al. (2015) investigated the relationship between equity financing strategies and firm performance, considering ownership type and firm size. A descriptive survey design with questionnaires and interviews of top management was used. The study provided hints for investors, policymakers, and the business community on optimizing performance through equity financing. The findings revealed a strong correlation between equity financing strategies and firm performance.
3.0 Methodology
This study adopted an ex-post facto research design to investigate the effect of equity financing on the firm value of listed Information and Communication Technology (ICT) firms in Nigeria. The ex-post facto design is a non-experimental approach that analyzes relationships by examining existing data (Muojekwu et al., 2025). Unlike experimental research, where variables are manipulated, this design relies on naturally occurring variations in historical data. This approach was appropriate because the study utilized financial data from the audited annual reports of ICT firms spanning 2015 to 2024. The population comprised all ICT firms listed on the Nigerian Exchange Group (NGX) as of December 31, 2024. The population included eight firms as shown in Table 1:
Table 1 Population of the Study
	1. Airtel Africa

	2. MTN Nigeria

	3. Briclinks Africa

	4. Chams Holding Company Plc

	5. CWG Plc

	6. E-Tranzact International Plc

	7. NCR (Nigeria)

	8. Omatek Ventures Plc


Source: Nigerian Exchange Group (2024)
A purposive sampling technique was employed to select firms for which complete and consistent financial data were publicly available from 2015 to 2024. This method ensured the reliability and sufficiency of the data for analysis. The sample included five firms, as presented in Table 2:
Table 2 Sample Size of the Study
	1. Chams Holding Company Plc

	2. CWG Plc

	3. E-Tranzact International Plc

	4. NCR (Nigeria)

	5. Omatek Ventures Plc


Source: Researcher’s Compilation (2025)
Secondary data were extracted from the audited annual financial statements of the sampled ICT firms for the period 2015–2024. The study collected data on equity financing (proxied by equity-to-asset ratio), firm value (proxied by Tobin’s Q), and firm size (control variable). Secondary data were used due to their accessibility, reliability, and cost-effectiveness.
Table 3 Operational Measurement of Variables
	Variable
	Acronym
	Measurement
	Source

	Firm Value
	TOQ
	Tobin’s Q: (Market value of equity + liabilities) / Total assets
	(Oganda, 2023)

	Equity Financing
	ETA
	Equity-to-asset ratio: Total equity / Total assets
	(Umoh et al., 2025)

	Firm Size
	FSZ
	Natural log of total assets
	Frances & Nworie, 2025)


Source: Researcher’s Compilation (2025)
The study adapted a panel regression framework to examine the impact of equity financing on firm value, controlling for firm size. The specified model was as follows:
TOQit ​= β0​ + β1​ETAit ​+ β2​FSZit​ + ϵit_____________________________________eqi​ 
Where:
TOQit​ = Tobin’s Q of firm i at time t
ETAit​ = Equity-to-asset ratio of firm i at time t
FSZit​ = Firm size of firm i at time t
β0​ = Constant term
β1​,β2​ = Coefficients of explanatory variables
ϵit​ = Error term
Descriptive statistics, including mean, standard deviation, minimum, and maximum values, were used to summarize the characteristics of the data. Diagnostic tests, including the Pesaran CD test for cross-sectional dependence and the White cross-section standard errors and covariance to correct for heteroskedasticity, were conducted. Variance Inflation Factors (VIFs) were computed to check for multicollinearity. Panel Least Squares regression was used to test the hypotheses. The estimation accounted for heteroskedasticity using White cross-section standard errors because the Pesaran CD test indicated no cross-sectional dependence. A 5% significance level (p < 0.05) was adopted to determine statistical significance. Coefficients with p-values less than 0.05 indicated a significant effect of the independent variable on firm value, while p-values greater than 0.05 suggested no significant effect.
4.0 RESULTS
4.1 Descriptive Analysis
Table 4 Descriptive Statistics
	
	TOQ
	ETA
	FSZ

	 Mean
	 1.632152
	 0.080643
	 6.861487

	 Median
	 1.536875
	 0.147198
	 6.829560

	 Maximum
	 3.148060
	 0.785678
	 7.450319

	 Minimum
	 0.463829
	-1.976907
	 6.336344

	 Std. Dev.
	 0.765996
	 0.598105
	 0.223040

	 Skewness
	 0.355428
	-1.511219
	 0.450406

	 Kurtosis
	 2.141376
	 5.338554
	 3.483152

	 Jarque-Bera
	 2.588646
	 30.42493
	 2.176873

	 Probability
	 0.274083
	 0.000000
	 0.336742

	 Sum
	 81.60761
	 4.032157
	 343.0744

	 Sum Sq. Dev.
	 28.75071
	 17.52876
	 2.437600

	 Observations
	 50
	 50
	 50


Source: Eviews 10 Output (2025)
Based on Table 4 Descriptive Statistics, the variable Tobin’s Q (TOQ), which measures firm value, had a mean of 1.632152, indicating that, on average, the market valued the sampled ICT firms slightly above the replacement cost of their assets. The maximum value of 3.148060 and minimum of 0.463829 show that some firms were valued significantly higher or lower than their asset base, reflecting variation in market perception and performance among the firms. The standard deviation of 0.765996 suggests moderate dispersion around the mean, indicating that while some firms had Tobin’s Q well above or below the average, most were relatively close to the mean. Skewness of 0.355428, being positive but less than one, implies a slight right-tail asymmetry, meaning a few firms had unusually high market valuations, but the distribution is not heavily skewed. Kurtosis of 2.141376, slightly below 3, indicates a distribution slightly flatter than the normal distribution, with fewer extreme values than expected in a perfectly normal distribution. The probability of the Jarque-Bera test at 0.274083 exceeds 0.05, confirming that TOQ is normally distributed, which aligns with the assumptions of the central limit theorem for large samples and supports the use of parametric tests in further analysis.
The equity-to-asset ratio (ETA), used as a proxy for equity financing, had a mean of 0.080643, showing that, on average, firms financed a small portion of their assets through equity. The maximum of 0.785678 and minimum of -1.976907 indicate substantial variation in how firms financed their assets, with some firms having unusually high equity contributions while others experienced negative ratios, potentially due to accumulated losses or accounting adjustments. The standard deviation of 0.598105 confirms a wide spread of ETA values around the mean. The negative skewness of -1.511219 indicates a long left tail, meaning that several firms had unusually low or negative equity financing compared to the majority, while kurtosis of 5.338554 points to a leptokurtic distribution, implying that extreme values were more frequent than in a normal distribution. The Jarque-Bera probability of 0.000000 rejects the null hypothesis of normality, indicating that ETA is not normally distributed. Despite this, the central limit theorem suggests that with a sufficiently large sample, the sampling distribution of the mean can still be treated as approximately normal, allowing inferential analysis to proceed.
For firm size (FSZ), the mean of 6.861487 reflects that, on average, the sampled ICT firms were moderately large in terms of total assets or other size measures used. The maximum of 7.450319 and minimum of 6.336344 demonstrate limited variation among the firms, indicating that the sample comprised relatively comparable-sized entities. The standard deviation of 0.223040 confirms a tight distribution around the mean, suggesting consistency in firm size across the sample. Skewness of 0.450406 indicates a slight rightward asymmetry, meaning that a few firms were larger than most but the distribution was not substantially skewed. Kurtosis of 3.483152, slightly above 3, suggests a moderately peaked distribution with slightly heavier tails than a normal distribution, indicating some presence of outliers. The Jarque-Bera probability of 0.336742 exceeds 0.05, confirming normality of FSZ, which supports the assumptions required for parametric testing and aligns with the central limit theorem, allowing reliable analysis of the relationship between firm size, equity financing, and firm value.
Table 5 Multicollinearity Test
	Variance Inflation Factors
	

	Date: 10/18/25   Time: 01:35
	

	Sample: 1 50
	
	

	Included observations: 50
	

	
	
	
	

	
	
	
	

	
	Coefficient
	Uncentered
	Centered

	Variable
	Variance
	VIF
	VIF

	
	
	
	

	
	
	
	

	ETA
	 0.027434
	 1.069906
	 1.050420

	FSZ
	 0.197278
	 1015.445
	 1.050420

	C
	 9.279355
	 1013.466
	 NA

	
	
	
	

	
	
	
	


Source: Eviews 10 Output (2025)
Based on Table 5 Multicollinearity Test, the Variance Inflation Factors (VIF) were examined to determine whether multicollinearity exists among the independent variables, which can distort regression estimates and reduce the reliability of coefficient interpretation. The VIF for equity-to-asset ratio (ETA) and firm size (FSZ) were both 1.050420, well below the commonly accepted threshold of 10. This indicates that the independent variables are not highly correlated, and there is no serious multicollinearity problem in the model. The low VIF values suggest that each variable contributes unique information to the regression model, allowing for valid and reliable estimation of the effects of equity financing and firm size on firm value.
Table 6 Model Diagnostics
	Test
	Statistic / Value
	Probability

	Residual Cross-Section Dependence (Pesaran CD)
	0.552984
	0.5803

	Panel Cross-section Heteroskedasticity LR Test
	50.65599
	0.0000


Source: Eviews 10 Output (2025)
In Table 6 Model Diagnostics, the Residual Cross-Section Dependence test, also known as the Pesaran CD test, was conducted to check whether residuals across the firms in the panel are correlated, which could violate the assumption of independence in panel data regression. The test statistic was 0.552984 with a probability of 0.5803, exceeding the 0.05 significance level. This result indicates no significant cross-sectional dependence, implying that shocks or errors in one firm do not systematically affect others. This outcome validates the use of panel least squares regression without the need for additional corrections for cross-sectional correlation.
The Panel Cross-Section Heteroskedasticity LR Test in Table 6 was conducted to examine whether the variance of residuals across firms is constant, as heteroskedasticity can lead to inefficient estimates and biased standard errors. The likelihood ratio value was 50.65599 with a probability of 0.0000, which is significant at the 5% level. This indicates the presence of heteroskedasticity in the panel data. To address this, the study applied White cross-section standard errors in the panel least squares regression to correct for heteroskedasticity, ensuring that coefficient estimates remain unbiased and the test of hypotheses remains valid.
4.2 Test of Hypothesis
H₀: Equity financing has no significant effect on the firm value of listed ICT firms in Nigeria.
H₁: Equity financing has a significant effect on the firm value of listed ICT firms in Nigeria.
Table 7 Test of Hypothesis
	Dependent Variable: TOQ
	
	

	Method: Panel Least Squares
	
	

	Date: 10/18/25   Time: 01:35
	
	

	Sample: 2015 2024
	
	

	Periods included: 10
	
	

	Cross-sections included: 5
	
	

	Total panel (balanced) observations: 50
	

	White cross-section standard errors & covariance (d.f. corrected)

	
	
	
	
	

	
	
	
	
	

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	
	
	
	
	

	
	
	
	
	

	ETA
	-0.623239
	0.107932
	-5.774368
	0.0000

	FSZ
	0.921642
	0.405584
	2.272381
	0.0277

	C
	-4.641421
	2.745599
	-1.690495
	0.0976

	
	
	
	
	

	
	
	
	
	

	R-squared
	0.251610
	    Mean dependent var
	1.632152

	Adjusted R-squared
	0.219764
	    S.D. dependent var
	0.765996

	S.E. of regression
	0.676611
	    Akaike info criterion
	2.114685

	Sum squared resid
	21.51673
	    Schwarz criterion
	2.229406

	Log likelihood
	-49.86712
	    Hannan-Quinn criter.
	2.158372

	F-statistic
	7.900755
	    Durbin-Watson stat
	0.411781

	Prob(F-statistic)
	0.001102
	
	
	

	
	
	
	
	

	
	
	
	
	


Source: Source: Eviews 10 Output (2025)
The model validity statistics in Table 7 indicate that the regression model is statistically sound. The adjusted R-squared of 0.219764 shows that approximately 21.98% of the variation in firm value, proxied by Tobin’s Q (TOQ), is explained by the independent variables: equity-to-asset ratio (ETA) and firm size (FSZ). While this indicates that other factors outside the model may also influence firm value, it is acceptable in financial panel data studies where firm performance is affected by multiple factors. The F-statistic probability of 0.001102 is less than the 5% significance level, indicating that the overall model is statistically significant and that the included variables jointly explain a meaningful portion of the variation in firm value.
The constant term in the model, with a coefficient of -4.641421 and a probability of 0.0976, is not significant at the 5% level. This implies that when both equity financing and firm size are held at zero, the intercept does not differ significantly from zero. In practical terms, this does not undermine the interpretation of the other coefficients since the focus of the study is on the effect of equity financing and firm size on firm value rather than the absolute level of the intercept. The effect of firm size (FSZ) on firm value shows a coefficient of 0.921642, implying that for each additional unit increase in firm size, Tobin’s Q increases by about 0.922 on average, holding equity financing constant. This positive marginal effect indicates that larger ICT firms are valued higher by the market, likely due to perceived stability, resource capacity, and market influence. The effect is statistically significant at the 5% level with a p-value of 0.0277, demonstrating that firm size contributes positively to firm value in the sampled ICT firms.
Regarding the effect of equity financing (ETA) on firm value, the coefficient of -0.623239 indicates that a one-unit increase in the equity-to-asset ratio would lead to an average decrease of approximately 0.623 in Tobin’s Q, holding firm size constant. This negative marginal effect suggests that higher reliance on equity financing reduces the market valuation of listed ICT firms, possibly because investors perceive equity financing as dilutive or costly in comparison to retained earnings or internal financing. The effect is statistically significant at the 5% level, as the p-value is 0.0000. Therefore, the alternate hypothesis is accepted, confirming that equity financing has a significant negative effect on the firm value of listed ICT firms in Nigeria.
4.3 Discussion of Finding
The finding that equity financing has a significant negative effect on the firm value of listed ICT firms in Nigeria can be explained by the market perception of financing decisions and the structure of ICT firms in the country. A negative coefficient of -0.623239 indicates that increasing reliance on equity financing reduces Tobin’s Q, suggesting that investors may view equity issuance as potentially dilutive to existing shareholders or as a signal that the firm is unable to generate sufficient internal funds. This aligns with the results of Ibrahim et al. (2020), who found that equity financing reduced firm value in Nigerian industrial goods firms, highlighting that over-reliance on equity can be detrimental in contexts where firms are expected to utilize retained earnings and internal financing efficiently. Similarly, Oganda (2023) reported a negative correlation between equity financing and Tobin’s Q, reinforcing the idea that market valuation can decline when firms raise additional equity, especially in industries with high growth expectations and knowledge-intensive operations. The results, however, differ from studies such as Adelabu and Adelabu (2025), Umoh et al. (2025), and Muthoni et al. (2019), which found positive effects of equity financing on financial performance or market value in manufacturing and non-financial firms. These contrasting findings suggest that sectoral characteristics play a crucial role in how equity financing affects value, with the ICT sector possibly experiencing higher sensitivity due to rapid innovation cycles, intangible assets, and investor expectations for efficient capital utilization. Moreover, Achieng et al. (2018) and Njagi et al. (2017) also observed positive effects of certain equity financing components in other contexts, but this study shows that in ICT firms, raising external equity may not translate into higher market valuation, emphasizing the relevance of firm-specific and industry-specific financial strategies.
The negative effect observed in this study can also be understood in the context of the Pecking Order Theory, which posits that firms prefer internal financing over external equity to avoid the costs and market signals associated with issuing new shares. ICT firms often operate in dynamic and innovation-driven markets, where investor sentiment is particularly sensitive to signals of financial dependency on external equity. When firms issue additional equity, it may be interpreted as a lack of internal cash flow or operational efficiency, leading to a downward adjustment in market valuation. This behavior resonates with findings from Ibrahim et al. (2020) and Oganda (2023), who reported that equity financing could reduce firm value, especially in firms where internal resources or retained earnings are available but underutilized. Conversely, studies such as Umoh et al. (2025) and Okolo et al. (2019) showed positive outcomes in manufacturing and banking sectors, suggesting that market perception and structural differences between industries influence how equity financing affects valuation. The results of this study indicate that for listed ICT firms in Nigeria, the marginal effect of equity financing on firm value is strongly negative, confirming that investor valuation is sensitive to external financing choices and that the market may reward firms that efficiently manage internal resources over those that increase equity financing.
5.0 Conclusion and Recommendation
The finding that equity financing exerts a significant negative effect on the firm value of listed ICT firms in Nigeria suggests important considerations for understanding the financial dynamics within this sector. This result indicates that market participants may perceive higher reliance on equity as a signal of potential dilution of ownership or a sign that internal resources and retained earnings are insufficient to fund growth, which could reduce investor confidence and market valuation. It highlights the sensitivity of firm value to financing choices and highlights the critical role of capital structure in shaping how investors evaluate a company’s future prospects. Additionally, the negative association points to the possibility that the costs associated with raising equity, such as issuance expenses or dividend expectations, may outweigh the benefits in the eyes of the market, influencing the way shareholders and potential investors appraise firm performance. Moreover, this effect reflects broader market behavior and investor sentiment in the Nigerian financial system, illustrating that the choices firms make in financing operations can directly affect perceived stability, risk, and long-term value creation. The relationship emphasizes the interconnectedness of managerial financial decisions, market perceptions, and valuation outcomes, highlighting how strategic funding decisions can have substantial consequences for a company’s standing in the capital market.
Based on the finding that equity financing has a significant negative effect on the firm value of listed ICT firms in Nigeria, it is recommended that management of listed ICT firms carefully evaluate the proportion of financing obtained through equity relative to other sources. They should consider balancing equity with retained earnings or internally generated funds to minimize potential market concerns about ownership dilution and avoid reducing firm value. By strategically managing their capital structure, managers can enhance investor confidence and maintain a more favorable market valuation for their firms.
5.1 Contribution to Knowledge
This study contributed to the literature by addressing the gaps identified in previous research on equity financing and firm value, particularly within the Nigerian ICT sector. While earlier studies by Adelabu and Adelabu (2025), Umoh et al. (2025), Oganda (2023), Ibrahim et al. (2020), Muthoni et al. (2019), Okolo et al. (2019), Achieng et al. (2018), Njagi et al. (2017), and Raude et al. (2015) focused on manufacturing, banking, and general non-financial firms, none specifically examined listed ICT firms in Nigeria. This study filled that gap by analyzing five listed ICT firms using the equity-to-asset ratio as a measure of equity financing and Tobin’s Q to capture firm value over the period 2015 to 2024. The findings provided empirical evidence on the relationship between equity financing and firm value in a sector that has been largely underexplored, offering practical implications for investors, managers, and policymakers in making informed financial and strategic decisions.
5.2 Limitations of the Study and Suggestion for Further Studies
This study was limited by its focus on only five listed ICT firms in Nigeria, which may not fully represent the entire sector or other industries. The use of secondary data from 2015 to 2024 also restricted the analysis to available financial information, and any errors or omissions in the audited reports could affect the results. Additionally, only one measure of firm value and one proxy for equity financing were used, which may not capture the full complexity of financial strategies or market perceptions. These factors may limit the generalizability of the findings to other contexts. Future research could include a larger number of firms from different sectors to provide a broader understanding of how equity financing affects firm value. Studies could also use multiple proxies for firm value and equity financing to capture a more comprehensive picture of financial performance. Including qualitative factors, such as managerial decision-making or investor sentiment, may provide additional perspectives. Extending the study period beyond 2024 or conducting a comparative analysis with firms in other countries could also help to validate and expand the findings.
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