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ABSTRACT

This study examined the impact of capital market fundamentals measured by (MCAP, ASI,
TVT, and LE) on Nigeria's economic Growth, measured with Real Gross Domestic
Product (RGDP). The study adopted time series data, specifically employing unit root
testing, ARDL bounds cointegration test, and Error Correction Model (ECM). The
findings show that Listed Equities (LE) exert a statistically significant positive impact on
Nigeria’s economic growth in the short run. In the long run, all the independent variables
MCAP, This study examined the impact of capital market fundamentals measured by
(MCAP, ASI, TVT, and LE) on Nigeria's economic Growth, measured with Real Gross
Domestic Product (RGDP). The study adopted time series data, specifically employing
unit root testing, ARDL bounds cointegration test, and Error Correction Model (ECM).
The findings show that Listed Equities (LE) exert a statistically significant positive
impact on Nigeria’s economic growth in the short run. In the long run, all the
independent variables MCAP, ASI, TVT, and LE collectively exert a statistically
significant impact on Nigeria’s economic growth, indicating the cumulative importance
of the capital market over extended periods. Market Capitalization (MCAP) does not
have a statistically significant short-run impact on Nigeria’s economic growth. All Share
Index (ASI) does not have a statistically significant short-run impact on Nigeria’s
economic growth. Total Value of Transactions (TVT) does not have a statistically
significant short-run impact on Nigeria’s economic growth. In line with findings and
conclusion, the study recommends among others that the Nigerian Exchange Group
Should Strengthen the performance of Listed Equities: The Nigerian Exchange and
regulatory bodies should prioritize policies that encourage the listing of high-performing
companies, enforce corporate governance standards, and attract both domestic and
foreign investors. These measures will help sustain the short-run economic benefits of
equity trading. Also, The Nigerian Exchange Group Should Promote long-run capital
market development: The government should implement reforms aimed at deepening the
capital market through enhanced infrastructure, transparent regulatory frameworks, and
policies that reduce systemic risk and enhance investor confidence.
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CHAPTER ONE

INTRODUCTION

1.1 Background to the Study

The global financial ecosystem plays a central role in fostering economic growth by

efficiently reallocating financial resources from surplus units such as savers to deficit

units requiring capital for investment purposes. Financial markets, particularly the capital

market, serve as crucial conduits in this process by supporting long-term investment,

promoting efficient resource allocation, and mitigating investment risk. When these

functions are well-executed, they contribute significantly to national economic progress

(Olufunke & Yemi, 2024; World Bank, 2023; IMF, 2022, Sanusi, 2012).

In Nigeria, the financial system is structured around two principal components: the

money market and the capital market. While the money market addresses short-term

funding needs through instruments such as treasury bills and commercial papers, the

capital market focuses on mobilizing long-term funds by facilitating the issuance and

trading of stocks, bonds, and similar instruments. This market supports key sectors like

infrastructure, manufacturing, and public services, (Ariyo, 2025).
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The Nigerian capital market is regulated and facilitated by institutions such as the

Nigerian Exchange Group (NGX) and the Securities and Exchange Commission (SEC),

both of which oversee trading activities and investor protections (Okpara et al., 2024;

CBN, 2023). The performance of the capital market reflects broader economic dynamics,

influenced by investor sentiment, global financial developments, and domestic policy

measures. For instance, recent shifts in the All-Share Index (ASI) and market

capitalization have mirrored fluctuations in investor confidence, inflation rates, interest

rates, and currency valuation trends (NGX, 2024).

Throughout 2023 and into 2024, Nigeria's capital market displayed mixed outcomes. The

ASI recorded moderate improvements due to renewed interest in financial and consumer

sectors. However, macroeconomic instability especially rising inflation, interest rate

hikes, and currency depreciation led to cautious market behavior. As of mid-2024, the

NGX’s market capitalization saw a slight contraction, declining from ₦28 trillion in 2023

to ₦25 trillion, reflecting subdued foreign investment flows and domestic uncertainties.

Notably, government bonds and corporate debt instruments remained active as the Debt

Management Office (DMO) continued issuing securities to support public spending needs.
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To enhance transparency and broaden market participation, regulators have introduced

various reforms, including digital trading platforms, ESG (Environmental, Social, and

Governance) compliance frameworks, and sector-specific listing rules. These

developments coincide with broader economic trends, such as modest GDP growth

driven primarily by the non-oil sector—particularly agriculture, telecom, and finance.

However, Nigeria's capital market continues to face structural and policy-related

challenges, including regulatory inconsistencies, high inflation, foreign exchange

volatility, low retail investor participation, and infrastructure gaps. These issues limit the

market's ability to fulfill its developmental role. Given this backdrop, this study

investigates how key capital market indicators—market capitalization (MCAP), All-

Share Index (ASI), Total Value of Transactions (TVT), and Listed Equities (LE)—impact

Nigeria’s economic growth between 1998 and 2023.

The study is motivated by the need to examine the capital market’s performance during

major national and global events, including the banking sector consolidation of 2004–

2005, the global financial crisis of 2008–2009, the COVID-19 pandemic, and the recent

introduction of reforms such as NGX demutualization and sustainability-focused

investment frameworks. Understanding these events' combined effects on economic

growth will offer policymakers valuable insights into enhancing the capital market's

contributions to national development.
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1.2 Statement of the Research Problem

Since Nigeria’s transition to democratic governance in 1999, expectations have been high

that improved political stability would accelerate economic development. However, the

country’s capital market has not evolved proportionately with its economic size and

potential (Amoo, 2025). Data from the Central Bank of Nigeria (CBN, 2023) indicates

that Nigeria's equity market capitalization remains relatively low compared to capital

markets in other developing regions across Africa, Asia, and the Americas.

One of the most critical setbacks was the capital market collapse during the 2008 global

financial crisis, when Nigeria’s market capitalization plummeted from approximately

₦13.5 trillion to less than ₦4.5 trillion. This downturn exposed the structural fragilities of

the market and sparked extensive regulatory investigations (World Bank, 2023; Yakubu

& Mohammed, 2020). Despite intermittent recovery and reform, the question persists:

How effective has the Nigerian capital market been in driving real economic growth

since the return to civilian rule?

While a number of empirical studies suggest that capital market development facilitates

economic expansion through enhanced investment opportunities and efficient fund

allocation, others point to limited depth, inefficiencies, and market volatility as

undermining its impact. For example, some evidence highlights the role of the capital

market in stimulating industrial growth and foreign investment inflows (Olufunke &

Yemi, 2024; Bamishe & Owolabi, 2024), while contrasting research underscores
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persistent constraints Isuch Ias Iinflationary Ipressures, Iweak Iinvestor Iconfidence, Iand

Ioverreliance Ion Iforeign Iportfolio Iinvestments.

Furthermore, Iinvestor Iparticipation Iremains Ilow, Iparticularly Iamong Iretail

Iinvestors, Ipartly Idue Ito Ilimited Ifinancial Iliteracy Iand Iwidespread Idistrust Iin Ithe

Isystem. IHigh Iinflation, Iexchange Irate Iinstability, Iand Iregulatory Igaps Icontinue Ito

Ihamper Iefficient Icapital Imobilization Iand Ipose Iserious Ibarriers Ito Isustained

Imarket Idevelopment.

This Istudy Iaddresses Ithese Ichallenges Iby Icritically Iexamining Ithe Iimpact Iof Ikey

Icapital Imarket Ifundamentals IMarket ICapitalization I(MCAP), IAll-Share IIndex

I(ASI), ITotal IValue Iof ITransactions I(TVT), Iand IListed IEquities I(LE) Iin

Iinfluencing INigeria’s IReal IGross IDomestic IProduct I(RGDP) Ibetween I1998 Iand

I2023. IBy Ibridging Iexisting Iempirical Igaps Iand Iincorporating Iover Itwo Idecades

Iof Idata, Ithe Istudy Iaims Ito Iprovide Ievidence-based Irecommendations Ito

Istrengthen Ithe Imarket’s Icontribution Ito Iinclusive Iand Isustainable Ieconomic

Igrowth, Iparticularly Iin Ian Iera Iwhere INigeria Iseeks Ito Idiversify Iaway Ifrom Ioil

Idependency Iand Ibuild Ia Imore Iresilient Ifinancial Isystem.

1.3 Research IQuestions I

The Iresearch Iquestions Iare Ias Ifollowings. I
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i To Iwhat Iextent Idoes IMarket ICapitalization I(MCAP) IImpact INigeria’s

IRGDP?

ii To Iwhat Iextent Idoes IAll IShall IIndex I(ASI) IImpact INigeria’s IRGDP?

iii To Iwhat Iextent Idoes ITotal IValue Iof ITransactions I(TVT) IImpact INigeria’s

IRGDP?

iv To Iwhat Iextent Idoes IListed IEquities I(LE) IImpact INigeria’s IRGDP?

1.4 Objectives Iof Ithe IStudy

The IMain Iobjective Iof Ithis Istudy Iexamines Iimpact Iof ICapital IMarket

IFundamentals Ion INigeria’s IEconomic IGrowth, Iwhile Ithe Ispecific Iobjectives Iare

Ito.

i. Evaluate Ithe IImpact Iof IMarket ICapitalization I(MCAP) Ion INigeria’s IRGDP

ii. Ascertain Ithe IImpact Iof IAll IShall IIndex I(ASI) Ion INigeria’s IRGDP I

iii. Investigate Ithe IImpact Iof ITotal IValue Iof ITransactions I(TVT) Ion INigeria’s

IRGDP I

iv. Assess Ithe IImpact Iof IListed IEquities I(LE) Ion INigeria’s IRGDP I

1.5 Research IHypotheses I

This Istudy Iconsidered Ithe Ifollowing Inull Ihypothesis.
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Ho1: I IMarket ICapitalization I(MCAP) Idoes Inot Ihave Isignificant Iimpact Ion

INigeria’s IRGDP

Ho2: I I IAll IShall IIndex I(ASI) Idoes Inot Ihave Isignificant Iimpact INigeria’s IRGDP

Ho3: I I ITotal IValue Iof ITransactions I(TVT) Idoes Inot Ihave Iimpact Isignificant

INigeria’s IRGDP

Ho4: I I IListed IEquities I(LE) Idoes Inot Ihave Isignificant IImpact Ion INigeria’s IRGDP

1.6 Scope Iof Ithe IStudy

The Istudy Iexamine Ithe Iimpact Iof Icapital Imarket Ifundamentals I(Market

ICapitalization I(MCAP), IAll IShare IIndex I(ASI), ITotal IValue Iof ITransactions

I(TVT), Iand IListed IEquities I I(LE) Ion INigeria’s Ieconomic Igrowth, Imeasured Iby

IRGDP, Ifrom I1998 Ito I2023 Iin Iorder Ito Iassess Ithe Iimpact Iof I1999 Ifinancial

Isector Ireforms, Ithe Iglobal Ifinancial Icrisis I(2008–2009), Irecovery Iefforts Ipost-

2010, Iimpact Iof Ibanking Iconsolidation I(2004–2005), IImpact Iof ICOVID-19, Idigital

Itransformations Iin Itrading, Iand IThe Iintroduction Iof Inew Iregulations I(e.g., ISEC

Ireforms, Idemutualization Iof INGX) Imakes Ithis Iperiod Ianalytically Ivaluable.

1.7 Limitations Iof Ithe IStudy

The Ifollowing Iare Ithe Ilimitations Iof Ithis Istudy;



8

External IEconomic IShocks: IThe Istudy Iperiod Iincludes Imajor Iglobal Iand Idomestic

Ishocks I(e.g., I2008 Ifinancial Icrisis, I2014 Ioil Iprice Icrash, ICOVID-19 Ipandemic)

Ithat Imay Idistort Ithe Itrue Irelationship Ibetween Icapital Imarkets Iand Ieconomic

Igrowth.

Structural IChanges Iin Ithe IEconomy: INigeria’s Ieconomy Iunderwent Isignificant

Itransitions I(e.g., Ibanking Ireforms, Iexchange Irate Ifluctuations, Iinformal Isector

Idominance), Iwhich Imay Inot Ibe Ifully Icaptured Iby Icapital Imarket Ivariables Ialone.

Limited IScope Iof ICapital IMarket IFundamentals: IThe Istudy Imay Ifocus Ion Ikey

Iindicators I(market Icapitalization, Iall-share Iindex, Itotal Ivalue Iof Itransactions Iand

Ilisted Iequalities) Iwhile Iomitting Iother Icritical Ifactors Ilike Iderivatives Imarket

Iperformance Ior Ifintech Iinnovations.

Endogeneity IIssues: IPotential Ireverse Icausality I(where Ieconomic Igrowth Ialso

Iinfluences Icapital Imarket Iperformance) Imay Icomplicate Ithe Iinterpretation Iof

Iresults.

Time IFrame IJustification: IWhile I1998–2023 Icaptures Imajor Ireforms, Iit Iexcludes

Iearlier Iperiods I(e.g., Ipre-1998 Ifinancial Irepression Iera) Ithat Icould Iprovide

Iadditional Ihistorical Icontext.

Non-Market IFactors: IPolitical Iinstability, Icorruption, Iand Iregulatory Iinefficiencies

Iin INigeria Imay Iindirectly Iaffect Icapital Imarkets Ibut Iare Idifficult Ito Iquantify Iin
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Ian Ieconometric Imodel. IDespite Ithese Ilimitations, Ithe Istudy Iprovides Ivaluable

Iinsights Iinto Ithe Irelationship Ibetween Icapital Imarket Ifundamentals Iand INigeria’s

Ieconomic Igrowth. IFuture Iresearch Icould Iaddress Ithese Igaps Iby Iincorporating

Ialternative Ivariables, Ilonger Itime Iframes, Ior Iadvanced Ieconometric

1.8 Significance Iof Ithe IStudy

This Istudy Ion Ithe Iimpact Iof Icapital Imarket Ifundamentals Ion INigeria’s Ieconomic

Igrowth Ioffers Isignificant Ibenefits Ito Ivarious Istakeholders Ias.
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a. IGovernment

The Igovernment Iwould Ibenefit Ifrom Ithe Ioutcome Iof Ithis Istudy Iin Iterm Iof; I

i. I Policy IFormulation: IInsights Iinto Ihow Icapital Imarket Iactivities I(e.g., Istock

Itrading, Ibond Iissuance) Idrive Igrowth Ican Iguide Ipolicies Ito Istrengthen

Iregulation, Ienhance Imarket Iefficiency, Iand Iattract Iinvestments.

ii. IEconomic IPlanning: IUnderstanding Ithe Ilink Ibetween Imarket Iperformance Iand

IGDP, Iemployment, Iand Iinflation Ican Iimprove Itargeted Ieconomic Iinterventions.

iii. I Revenue IGeneration: IA Ithriving Icapital Imarket Iboosts Igovernment Irevenue

Ithrough Itaxes Ion Icapital Igains, Idividends, Iand Imarket Iactivities, Iwith Ithe

Istudy Iidentifying Ioptimization Istrategies.

b. IInvestors

The Ifindings Iof Ithis Istudy Ishall Ienable Ithe Iinvestors Ito Imake;

i. Informed IDecisions: IThe Istudy Iprovides Iinsights Iinto Igrowth Isectors,

Ienabling Ibetter Icapital Iallocation.

ii. Risk IManagement: IUnderstanding Imarket-economic Ilinkages Ihelps

Iinvestors Imitigate Irisks Ifrom Ifluctuations Iand Ieconomic Icycles.
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iii. Market IConfidence: IReliable Idata Ion Imarket Icontributions Ito Igrowth

Ican Iboost Iinvestor Iconfidence, Iattracting Idomestic Iand Iforeign

Iinvestments.

c. IBusinesses

Businesses Iwill Ibenefit Ifrom Ithe Ifinding Iof Ithis Istudy Ithrough;

i. Access Ito ICapital: I IHighlights Iopportunities Ifor ISMEs Ito Iraise Ifunds

Ithrough Iequity Ior Idebt, Ifostering Igrowth Iand Ijob Icreation.

ii. Strategic IPlanning: IOffers Iinsights Iinto Imarket Itrends Iand Ieconomic

Iconditions, Ihelping Ibusinesses Ialign Istrategies Iwith Igrowth

Iopportunities.

iii. Cost IEfficiency: IA Ifunctional Icapital Imarket Ireduces Iborrowing Icosts,

Ienabling Ioptimal Ifinancial Idecisions.

d. IGeneral IPublic

It Ibenefitted Ithe Ipublic Ithrough; I

i. Economic IProsperity: IA Istrong Icapital Imarket Idrives Iemployment,

Iwages, Iand Istability, Ibenefiting Ithe Ipublic.
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ii. Investment IOpportunities: IIncreased Iawareness Iencourages Ipublic

Iparticipation, Ipromoting Ifinancial Iliteracy Iand Iwealth-building Ithrough

Istocks Iand Ibonds.

iii. Social IDevelopment: IEconomic Igrowth Isupported Iby Icapital Imarkets

Iimproves Ipublic Iservices Ilike Ieducation, Ihealthcare, Iand Iinfrastructure,

Ifostering Isustainable Idevelopment.

e. IResearchers

This Istudy Iserves Ias Ia Ivaluable Ireference Ifor Ifuture Iresearch Ion Ithe Iimpact Iof

Icapital Imarkets Ion INigeria’s Ieconomic Iperformance. IIt Ibenefits Istudents,

Iacademics, Iand Ithe Ipublic Iby Ienhancing Iunderstanding Iof Ihow Ifinancial Ileverage

Ifactors Iinfluence Ifirms’ Idebt Ifinancing Ichoices Iand Itheir Iperformance.

IAdditionally, Iit Iprovides Icompany Iowners Iwith Iinsights Iinto Ifirm-specific Ifactors

Iaffecting Iperformance Ifrom Ia Idebt Ifinancing Iperspective.

1.9 Operational IDefinitions Iof ITerms

This Isection Idefines Isome Ikey Iterms Irelated Ito Ithis Istudy Isuch Ias. I I

i. Market ICapitalization I(MC): IDeals Iwith Ithe Itotal Ivalue Iof Ilisted Isecurities

Iin Ithe Icapital Imarket, Iserving Ias Ian Iindicator Iof Imarket Isize Iand Igrowth.
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ii. All-Share IIndex I(ASI): IA Imeasure Iof Ithe Istock Imarket’s Ioverall

Iperformance, Ireflecting Iinvestor Iconfidence Iand Ithe Imarket’s Iresponse Ito

Ieconomic Ipolicies.

iii. Total IValue Iof ITransactions I(TVT): IThe Itotal Imonetary Ivalue Iof Isecurities

Itraded Iwithin Ia Ispecific Iperiod, Iindicating Imarket Iliquidity Iand Iactivity

Ilevels.

iv. Listed Iequities: IRefer Ito Ishares I(stocks) Iof Ia Icompany Ithat Iare Ipublicly

Itraded Ion Ia INigeria IExchange IGroups I(NXG). IThese Iequities Irepresent

Iownership Iin Ithe Icompanies Iand Iare Iavailable Ifor Ipurchase Iand Isale Iby

Iinvestors Iin Ithe Iopen Imarket.

v. Capital IMarket IFundamentals: ICapital Imarket Ifundamentals Iare Ithe Icore

Iindicators Iand Icomponents Ithat Ireflect Ithe Istructure, Idepth, Iand Iefficiency

Iof Ia Icountry’s Icapital Imarket. IThese Itypically Iinclude Imarket

Icapitalization, Ivalue Iof Itransactions, Inumber Iof Ilisted Iequities, Iand Iall

Ishare Iindexes. IThese Ifundamentals Iprovide Iinsights Iinto Ithe Ilevel Iof

Iinvestment Iactivity, Iliquidity, Iand Iinvestor Iconfidence Iin Ithe Imarket, Iand

Ithey Iare Ioften Iused Ito Iassess Ihow Iwell Ithe Icapital Imarket Isupports

Ieconomic Idevelopment Iand Iresource Iallocation.
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vi. Real IGross IDomestic IProduct I(Real IGDP): IReal IGross IDomestic IProduct

Irefers Ito Ithe Itotal Imonetary Ivalue Iof Iall Ifinal Igoods Iand Iservices

Iproduced Iwithin Ia Icountry Iin Ieach Iperiod, Iadjusted Ifor Iinflation Ior

Ideflation. IIt Ireflects Ithe Iactual Iproductivity Iof Ian Ieconomy Iby Iusing

Iconstant Iprices I(e.g., I2010 Iconstant Iprices) Ito Ieliminate Ithe Ieffect Iof

Iprice Ichanges Iover Itime. IReal IGDP Iis Ia Ikey Iindicator Iof Ieconomic

Igrowth Iand Iperformance.
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CHAPTER ITWO

REVIEW IOF IRELATED ILITERATURE

IThis Ichapter Iprovides Ithe Ioperational Iconcepts, Itheoretical Ireviews Iand

Iempirical Ireviews Ias Irelates Ito Ithis Istudy. I

2.1 Conceptual IReview

This Isection Ideals Iwith Ithe Iimperative Iconcepts Ias Irelated Ito Ithis Istudy Isuch Ias.

I I I

2.1.1 Capital IMarket IFundamentals I

The Icapital Imarket Iis Icentral Ito Ieconomic Iexpansion Ias Iit Iserves Ias Ia Iplatform

Ifor Igovernments Iand Icorporations Ito Iraise Ilong-term Ifinancing. IIn INigeria Iand

Isimilar Ieconomies, Iit Iplays Ia Idual Irole Iby Isupporting Ieconomic Idevelopment

Iand Ioffering Iinvestment Iopportunities Ifor Iwealth Iaccumulation. IAmong Ithe

Iprimary Iindicators Iof Icapital Imarket Iperformance Iare Imarket Icapitalization, Ilisted

Iequities, Itransaction Ivolumes, Iand Iindices Isuch Ias Ithe IAll-Share IIndex. IThese

Ielements Icollectively Ireflect Ithe Imarket’s Idepth, Iefficiency, Iand Iinvestor

Isentiment I(NGX, I2023).

i. Market ICapitalization I(MCAP)
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Market Icapitalization Imeasures Ithe Itotal Ivalue Iof Iall Ioutstanding Ishares Ilisted Ion

Ia Istock Iexchange. IIt Iis Icalculated Iby Imultiplying Ia Icompany’s Ishare Iprice Iby

Ithe Inumber Iof Iits Ilisted Ishares. IThis Imetric Iis Ioften Iused Ito Iassess Ithe Irelative

Isize Iand Ifinancial Irobustness Iof Ilisted Ifirms. IIn Ibroader Iterms, Iaggregate Imarket

Icapitalization Iprovides Iinsight Iinto Iinvestor Iconfidence Iand Igeneral Imarket

Ivaluation. ILarger Imarket Icapitalizations Itypically Isignal Istability Iand Imaturity,

Iwhile Ifluctuations Ioften Imirror Ibroader Ieconomic Iand Ipolicy Ichanges I(Amoo,

I2025; IWorld IBank, I2023; IGrbic I2020).

ii. All-Share IIndex I(ASI)

The IAll-Share IIndex I(ASI) Ifunctions Ias Ia Ibarometer Ifor Ioverall Imarket

Iperformance, Icapturing Iprice Imovements Iof Ilisted Iequities Iwithin Ia Ispecific

Itimeframe. IIt Iis Igenerally Icalculated Iusing Ia Imarket-capitalization-weighted

Imethod Iand Iis Itied Ito Ia Idesignated Ibase Iyear. IIncreases Iin Ithe IASI Isuggest Ia

Ibullish Imarket Iand Ipositive Iinvestor Iexpectations, Iwhile Ideclines Ioften Isignal

Iuncertainty Ior Ideclining Iinvestor Iconfidence. IIn INigeria, Ithe IASI Iis Ia Icritical

Iindicator Iof Ithe INigerian IExchange IGroup's I(NGX) Imarket Iperformance Iand Iis

Ifrequently Ireferenced Iby Ipolicymakers Iand Ifinancial Ianalysts I(Nnakee, I2025;

INGX, I2023).

iii. Total IValue Iof ITransactions I(TVT)
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The ITotal IValue Iof ITransactions Irepresents Ithe Imonetary Iworth Iof Iall Isecurities

Itraded Iover Ia Idefined Iperiod. IIt Iis Ia Idirect Iindicator Iof Imarket Iliquidity Iand

Itrading Iintensity. IA Ihigh Itransaction Ivalue Ipoints Ito Iactive Iinvestor Iengagement

Iand Ia Iresponsive Imarket, Iwhereas Ipersistently Ilow Ivalues Imay Isuggest Iinvestor

Iapathy, Ieconomic Iinstability, Ior Istructural Iweaknesses. IFinancial Iauthorities Iand

Imarket Iregulators Ioften Iuse Ithis Imeasure Ito Iassess Imarket Ivibrancy Iand Ithe

Iimpact Iof Ireform Ipolicies I(European ICentral IBank, I2023; IAlgaeed, I2021).

iv. Listed IEquities I(LE)

According Ito IAmoo I(2025), Ilisted Iequities Irefer Ito Ishares Iof Icompanies Ithat

Imeet Iregulatory Iand Ifinancial Istandards Ifor Ipublic Itrading Ion Ian Iexchange.

IThese Ishares Irepresent Iownership Istakes Iand Ican Ibe Ibought Iand Isold Iby Ia

Iwide Irange Iof Iinvestors. IThe Ipresence Iof Inumerous Iand Idiverse Ilisted

Icompanies Ienhances Imarket Idepth Iand Iprovides Ia Ibroader Ibase Ifor Icapital

Iformation. IIn INigeria, Iincreased Ilisting Iactivity Ihas Ibeen Ilinked Ito Iimproved

Iaccess Ito Ifinancing Iand Ibetter Icorporate Igovernance Istandards.

2.1.2 Financial ISystem I

The Ifinancial Isystem Iconstitutes Ia Isophisticated Iand Iinterconnected Iframework

Icomposed Iof Ifinancial Iinstitutions, Imarkets, Iregulatory Ibodies, Iand Iinstruments;

Iall Iworking Iin Iconcert Ito Iefficiently Iallocate Icapital, Imitigate Irisks, Iand



18

Ifacilitate Ieconomic Itransactions. IAt Iits Icore, Ithis Isystem Iacts Ias Ian Iintermediary

Imechanism, Ibridging Ithe Igap Ibetween Isavers I(surplus Iunits) Iand Iborrowers Ior

Iinvestors I(deficit Iunits), Ithereby Ienabling Ithe Ioptimal Idistribution Iof Ifinancial

Iresources Iacross Ithe Ieconomy, I(Abayomi, I& IYakubu, I2022; ICBN I2022; Iand

IAdamu I& ISanni I2005). IAccording Ito IAlgaeed, I(2021).

Financial IInstitutions: IThese Iinclude Ibanks I(commercial Iand Iinvestment), Icredit

Iunions, Iinsurance Icompanies, Iand Iasset Imanagement Ifirms. IThey Iserve Ias

Iintermediaries Iby Ipooling Isavings, Iproviding Icredit, Iand Ioffering Irisk-transfer

Imechanisms.

Financial IMarkets: IOrganized Iplatforms I(e.g., Istock Iexchanges, Ibond Imarkets,

Iforex Imarkets) Iwhere Isecurities Iare Itraded, Iensuring Iliquidity Iand Iprice

Idiscovery.

Regulatory Iand ISupervisory IBodies: ICentral Ibanks, Isecurities Iregulators Isuch Ias

ISEC, IFCA, Iand Iinternational Iorganizations Ilike IIMF, IBIS Iwhich Ienforce

Istability, Itransparency, Iand Iinvestor Iprotection.

Financial IInstruments: IEquities, Ibonds, Iderivatives, Iand Iother Icontractual

Iagreements Ithat Iformalize Iclaims Ion Ifuture Icash Iflows, Ienabling Irisk

Idiversification Iand Iinvestment Iopportunities.
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The ICore IFunctions Iof Ithe Ifinancial Isystem Ideals Iwith ICapital IAllocation:

IDirects Ifunds Itoward Iproductive Iinvestments, Ifostering Iinnovation Iand Ieconomic

Igrowth I(Levine, I1997).

Risk IManagement: IDerivatives, Iinsurance, Iand Ihedging Istrategies Iallow Ientities Ito

Imitigate Ifinancial Iuncertainties.

Payment ISystems: IFacilitates Iseamless Itransactions Ithrough Imechanisms Ilike

Ielectronic Itransfers Iand Iblockchain-based Isolutions.

Information IAggregation: IMarket Iprices Ireflect Icollective Iknowledge, Ireducing

Iinformation Iasymmetry I(Fama, I1970).

Financial Imarkets Iare Iinstitutional Iframeworks Iwhere Ifinancial Iassets Isuch Ias

Istocks, Ibonds, Icurrencies, Iand Iderivatives Iare Itraded Ibetween Ibuyers Iand Isellers.

IThey Iserve Ias Icritical Imechanisms Ifor Icapital Iallocation, Iprice Idiscovery,

Iliquidity Iprovision, Iand Irisk Itransfer Iin Ian Ieconomy, I(Mishkin, I2016; IFabozzi Iet

Ial., I2014) I

Financial Imarkets Ican Ibe Iclassified Iinto Idistinct Icategories Ibased Ion Iinstrument

Itype, Imaturity, Iand Imarket Istructure. IThese Iclassifications Ihelp Iinvestors,

Ipolicymakers, Iand Ifinancial Ianalysts Iunderstand Imarket Idynamics, Irisk Iprofiles,

Iand Iregulatory Irequirements. IFinancial Imarkets Iare Isegmented Ibased Ion Ithe Itype

Iof Ifinancial Iasset Ibeing Itraded. I
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The Ifour Imajor Icategories Iare:

i. Equity IMarkets: IMarkets Iwhere Iownership Istakes I(shares/stocks) Iin

Icompanies Iare Itraded. IThe IFeatures Iare. IInvestors Igain Ipartial Iownership

Iand Ivoting Irights. IReturns Icome Ifrom Idividends Iand Icapital Iappreciation.

IExamples: INYSE I(New IYork IStock IExchange), IJSE I(Johannesburg IStock

IExchange). IFama I& IFrench I(1993) Ihighlight Ihow Iequity Imarkets Ireflect

Icorporate Iperformance Iand Imacroeconomic Iconditions.

ii. Debt IMarkets: IMarkets Ifor Itrading Ifixed-income Isecurities I(bonds, Inotes,

Ibills). IThe IFeatures Iare, IIssuers I(governments, Icorporations) Iborrow Ifunds

Iwith Ia Ipromise Iof Irepayment I+ Iinterest. ILower Irisk Ithan Iequities Ibut

Iwith Ifixed Ireturns. IExamples: IU.S. ITreasury Ibonds, Icorporate Ibonds.

IModigliani I& IMiller I(1958) Idiscuss Ithe Irole Iof Idebt Iin Icapital Istructure

Idecisions.

iii. Derivatives IMarkets: IMarkets Ifor Ifinancial Icontracts Ideriving Ivalue Ifrom

Ithe Iunderlying Iassets I(stocks, Ibonds, Icommodities). IThe IFeatures Iare Iused

Ifor Ihedging Irisks Ior Ispeculative Itrading. IIncludes Ifutures, Ioptions, Iswaps,

Iand ICFDs. IChicago IMercantile IExchange I(CME), ISouth IAfrican IFutures

IExchange I(SAFEX). IBlack I& IScholes I(1973) Imodel Iderivative Ipricing

Iand Irisk Imanagement.
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iv. Foreign IExchange I(Forex): IThese Iare IDecentralized Iglobal Imarkets Ifor

Icurrency Itrading. IFeatures Iare ILargest Ifinancial Imarket Iby Itrading Ivolume

I($6.6 Itrillion Idaily, IBIS I2022). IInfluenced Iby Iinterest Irates, Iinflation, Iand

Igeopolitical Ifactors. IEUR/USD, IUSD/ZAR Ipairs. IDornbusch I(1976)

Imodels Iexchange Irate Ifluctuations Iunder Idifferent Imonetary Ipolicies.

2.1.3 Financial Imarkets Icategories Ibased Ion Ithe Imaturity Iperiod Iof Itraded

Iinstruments

The Icategories Iof Ifinancial Imarket Ibased Ion Ithe Imaturity Iperiod Iof Itraded Iis

Iperceived Ifrom Ithe Ifollowing Iperspectives; IMoney IMarkets: IThis Iis Ia IShort-term

Idebt Iinstrument I(maturity I< I1 Iyear). IProvide Iliquidity Ifor Igovernments, Ibanks,

Iand Icorporations. ITreasury Ibills I(T-bills), Icommercial Ipaper, Icertificates Iof

Ideposit I(CDs). IU.S. IFederal IReserve’s Iopen Imarket Ioperations. I ICapital IMarkets:

ILong-term Iinvestment Ivehicles I(maturity I> I1 Iyear). IFund Ibusiness Iexpansion,

Iinfrastructure, Iand Igovernment Iprojects. IStocks, Icorporate Ibonds, Imortgages.

ICorporate Ibond Iissuances Iby Icompanies Ilike IApple Ior IEskom. IClassification Iby

IMarket IStructure IMarkets Idiffer Ibased Ion Iwhether Ithey Ifacilitate Inew Iissuances

Ior Isecondary Itrading Iand Iit Iis Ithrough; IPrimary IMarkets: IMarkets Iwhere Inew

Isecurities Iare Iissued Iand Isold Ifor Ithe Ifirst Itime. IThe IFeatures ICompanies Iraise

Icapital Ivia IIPOs I(Initial IPublic IOfferings) Ior Iprivate Iplacements. IPrices Iare

Ioften Ifixed Iduring Iissuance I(e.g., IIPO Ipricing). ITesla’s I2010 IIPO Iraised I$226
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Imillion. I ISecondary IMarkets: IMarkets Iwhere Iexisting Isecurities Iare Itraded

Iamong Iinvestors. IThe Ifeatures Iare Iproviding Iliquidity, Ienabling Iinvestors Ito Iexit

Ipositions. IPrices Ifluctuate Ibased Ion Isupply Iand Idemand I(e.g., Istock Iexchanges).

ITrading Iof IAmazon I(AMZN) Ishares Ion INasdaq, I( INnakee, I2025; IGrbic, I2022).

2.1.4 ITable: IComparative IAnalysis Iof IMarket ICategories
Category Key IDifferentiators Risk IProfile Major IParticipants
Equity
IMarkets

Ownership Istakes, Ivariable
Ireturns.

High I(volatility). Retail/Institutional
Iinvestors.

Debt IMarkets Fixed-income, Ilower Irisk. Low Ito Imoderate. Governments, Ipension
Ifunds.

Derivatives Leveraged, Icomplex
Iinstruments.

Very Ihigh
I(speculative).

Hedge Ifunds,
Icorporations.

Forex
IMarkets

24/7 Itrading, Iexchange Irate
Iexposure.

Moderate Ito Ihigh. Central Ibanks,
Imultinationals.

Source: IE-Views I11 Ioutput I I

Understanding Ifinancial Imarket Icategories Iis Iessential Ifor Iinvestment Istrategy,

Iregulatory Icompliance, Iand Ieconomic Ianalysis. IEach Imarket Itype Iserves Iunique

Ieconomic Ifunctions, Ifrom Ifacilitating Icapital Iformation I(primary Imarkets) Ito

Ienabling Irisk Itransfer I(derivatives). IFuture Itrends, Isuch Ias Idigital Isecurities

I(blockchain-based Iassets) Iand IESG Iinvesting, Iare Ireshaping Ithese Iclassifications.

2.1.5 Capital IMarket

The Icapital Imarket Iis Ia Isystem Iof Iinstitutions Iand Imechanisms Ithat Ipool Iand

Iallocate Imedium- Ito Ilong-term Ifunds Ito Ibusinesses, Igovernments, Iand Iindividuals.

IIt Iserves Ias Ia Iplatform Ifor Iissuing Iand Itrading Ifinancial Iinstruments, Ifacilitating

Ithe Imobilization Iand Iallocation Iof Ifunds. IThese Iinstruments Irepresent Idebt Ior
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Iownership Irelationships Ibetween Iissuers Iand Iinvestors. IOften Ireferred Ito Ias Ithe

Isecurities Imarket, Iit Ichannels Isurplus Ifunds Ifrom Isavers Ito Iborrowers Ineeding

Ilong-term Icapital. IAs Ia Isegment Iof Ithe Ifinancial Imarket, Iit Ispecializes Iin

Imedium- Iand Ilong-term Ifinancing, Iconnecting Iinvestors Iwith Ientities Irequiring

Iextended Ifunding. I(Agundu Iet Ial. I2018; IEnoruwa Iet Ial. I2019; IOkpara Iel.at.

I2024; IOgieva I& IOsayi I2024)

The INigerian Icapital Imarket Iis Ia Ivital Icomponent Iof Ithe Icountry's Ifinancial

Isystem, Iplaying Ia Ikey Irole Iin Imobilizing Iand Iallocating Ilong-term Ifunds Ifor

Ieconomic Idevelopment. IIts Istructure Icomprises Itwo Imain Isegments: Ithe Iprimary

Imarket Iand Ithe Isecondary Imarket, Ieach Iof Iwhich Iserves Ispecific Ifunctions Iand

Iuses Idifferent Ifinancial Iinstruments Ito Ifacilitate Ithe Iraising Iand Itrading Iof

Icapital I(NGX I2023).

Primary IMarket

The Iprimary Imarket Ifacilitates Ithe Iissuance Iof Inew Isecurities, Ienabling

Ibusinesses, Igovernments, Iand Iinstitutions Ito Iraise Icapital Iby Iselling Ishares Ior

Ibonds Ito Ithe Ipublic Ior Iselect Iinvestors. IProceeds Iwith Ifund Igrowth, Iexpansion,
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Ior Iprojects. IIn INigeria, Ithis Imarket Iis Ivital Ifor Ifirms Iseeking Ito Iexpand Itheir

Icapital Ibase. IKey Iinstruments Iinclude:

i. Initial IPublic IOffering I(IPO): IThe IIOP Iis Ithe Ifirst Isale Iof Ia Icompany’s

Istock Ito Ithe Ipublic, Iregulated Iby Ithe ISecurities Iand IExchange ICommission

I(SEC). IIPOs Ihelp INigerian Icompanies Iaccess Ia Ibroader Iinvestor Ipool Iand

Igrow I(NGX I2023).

ii. Private IPlacement: IPrivate IPlacement Iis Ithe Isale Iof Isecurities Ito Iselect

Iinvestors, Isuch Ias Iinstitutions Ior Ihigh-net-worth Iindividuals. IIt Ioffers Ia

Iquicker, Iless Iregulated Ialternative Ito IIPOs Ifor Iraising Icapital I(CBN I2023).

iii. Preferential IAllotment: IPreferential IAllotment IIssuing Ishares Ito Ia Ispecific

Igroup Iat Ia Ipredetermined Iprice, Ioften Iused Ifor Istrategic Ifundraising Iwhile

Imaintaining Icontrol Iover Iinvestor Iselection I(CBN, I2023).

iv. Qualified IInstitutional IPlacement I(QIP) I: IQualified IInstitutional IPlacement

I(QIP), IRaising Icapital Ifrom Iinstitutional Iinvestors Iwithout Iextensive

Iregulatory Iprocesses, Ienabling Ifaster Ifunding I(CBN I2023).

v. Rights IIssue: IRights IIssue IOffering Iexisting Ishareholders Ithe Iright Ito Ibuy

Iadditional Ishares Iat Ia Idiscount, Ihelping Ifirms Iraise Icapital Iwhile Ipreserving

Ishareholder Iownership Iproportions I(CBN I2023; ISEC I2022).
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The Isecondary Imarket Ienables Ithe Itrading Iof Ipreviously Iissued Isecurities,

Iproviding Iliquidity Ito Iinvestors Iwithout Idirectly Iimpacting Iissuers. IIn INigeria,

Ithe INigerian IExchange IGroup I(NGX) Iis Ithe Iprimary Iplatform. IKey Iinstruments

Iinclude:

i. Direct IEquity I(Shares): IThe Idirect Iequity Itrading Iof Ishares Iof Ipublicly Ilisted

Icompanies Ion Ithe INGX, Iallowing Iinvestors Ito Ibuy Iand Isell Iownership

Istakes. IThis Imarket Isupports Icapital Iappreciation Iand Idividend Iearnings

I(CBN, I2023; ISEC, I2023).

ii. Commodity IMarket: IThe ICommodity IMarket IFacilitates Itrading Iof

Iagricultural, Ienergy, Iand Imetal Icommodities Ithrough Iplatforms Ilike Ithe

ILagos ICommodities Iand IFutures IExchange I(LCFE) Iand IAFEX ICommodities

IExchange. IIt Istabilizes Iprices, Ienhances Itransparency, Iand Isupports Ihedging

Iand Iinvestment I(CBN, I2023; ISEC, I2023).

iii. Foreign IExchange I(FOREX) IMarket: IThe IFOREX Imarket Ienables Itrading Iof

Iforeign Icurrencies, Icrucial Ifor Iinternational Itrade Iand Ihedging Iagainst

Icurrency Ifluctuations. IOverseen Iby Ithe ICentral IBank Iof INigeria I(CBN), Ikey

Iplatforms Iinclude Ithe INigerian IInterbank IForeign IExchange IMarket I(NIFEX)

Iand Ithe IInvestors' Iand IExporters' I(I&E) IWindow I(CBN, I2023; ISEC, I2023).

2.1.6 Historical IEvolution Iof Ithe INigerian ICapital IMarket
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The INigerian Icapital Imarket Ihas Ievolved Isignificantly, Ireflecting Ithe Icountry’s

Ieconomic Idevelopment. IFrom Iits Icolonial Iroots Ito Ia Imodern Ifinancial Isystem, Iit

Ihas Ibecome Ia Ivital Iplatform Ifor Imobilizing Ilong-term Ifunds Iand Idriving Igrowth.

IThe Ifollowing Iis Ithe Ihistorical Iphases:

i. Colonial IEra I(1946–1960): IThe Imarket Ibegan Iwith Ithe Icolonial Igovernment

Iissuing Ibonds, Isuch Ias Ia I£300,000 Iten-year Ibond Iin I1946, Ito Ifund

Iinfrastructure Iprojects. IThese Iearly Iactivities Ilaid Ithe Igroundwork Ifor Iformal

Icapital Imarket Ioperations, Ithough Itrading Iwas Ilimited Ito Igovernment

Isecurities Iwithout Ia Iformal Istock Iexchange I(CBN, I2023; ISEC, I2023).

ii. Post-Independence Iand IFormation Iof Ithe INigerian IStock IExchange I(1960–

1977): IAfter Iindependence Iin I1960, Ithe Igovernment Iestablished Ithe ILagos

IStock IExchange I(LSE) Iin I1961, Ilater Irenamed Ithe INigerian IStock IExchange

I(NSE). IThe INSE Iinitially Itraded Igovernment Ibonds Iand Ia Ifew Icorporate

Iequities, Iplaying Ia Ikey Irole Iin Ieconomic Ireconstruction Ipost-Civil IWar

I(1967–1970) Iby Ifinancing Iinfrastructure Iand Iencouraging Ilocal Ibusiness

Ilistings I(SEC, I2023).

iii. Indigenization IDecree Iand IMarket IExpansion I(1972–1990): IThe I1972 INigerian

IEnterprises IPromotion IDecree I(NEPD) Imandated Iforeign Icompanies Ito I+sell

Iat Ileast I40% Iof Itheir Iequity Ito INigerians, Iboosting Imarket Iactivity. IThe

I1977 INEPD III Iincreased Ithis Irequirement Ito I60%, Ideepening Imarket
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Iparticipation. IInfrastructure Iimprovements, Isuch Ias Ithe ICentral ISecurities

IClearing ISystem I(CSCS), Ienhanced Imarket Iefficiency I(CBN, I2023).

iv. Structural IAdjustment IProgram I(SAP) IEra I(1986–1990): IThe I1986 ISAP

Iliberalized Ithe Ieconomy, Iencouraging Iprivate Isector Iparticipation Iand Iforeign

Iinvestment. IPrivatization Iof Istate-owned Ienterprises Iincreased Ilistings Ion Ithe

INSE, Iwhile Ithe ISecond-Tier ISecurities IMarket I(SSM) Iallowed Ismaller

Icompanies Ito Iaccess Icapital. IHowever, Ivolatility Iand Iinflation Irose,

Ihighlighting Ithe Ineed Ifor Istronger Iregulation I(SEC, I2023).

v. Creation Iof Ithe ISecurities Iand IExchange ICommission I(SEC) I(1979–1990)

The ISEC, Iestablished Iin I1979, Ibecame Ithe Iregulatory Ibody Ioverseeing Imarket

Ioperations, Iensuring Itransparency, Iand Iprotecting Iinvestors. IIt Iintroduced Ireforms

Ito Icurb Imalpractices Iand Ienhance Imarket Iintegrity I(SEC, I2023).

i. I Privatization Iand IMarket IGrowth I(1990s–2000s): IThe I1999 IInvestment Iand

ISecurities IAct Iprovided Ia Irobust Ilegal Iframework, Iwhile Iprivatization Iin

Isectors Ilike Itelecommunications Iand Ioil Ispurred Inew Ilistings. IThe ICSCS,

Iintroduced Iin I1997, Imodernized Itrading, Iimproving Iefficiency Iand Iattracting

Iforeign Iinvestors I(World IBank, I2023).

ii. I Bull IRun Iand IGlobal IFinancial ICrisis I(2000–2010): IThe Iearly I2000s Isaw Ia

Ibull Irun Idriven Iby Iforeign Iinvestments Iand Ieconomic Igrowth, Iwith
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Iincreased IIPOs Iand Imergers. IHowever, Ithe I2008 Iglobal Ifinancial Icrisis

Icaused Ia Isharp Idecline, Iexposing Ivulnerabilities Iand Iprompting Icalls Ifor

Ibetter Irisk Imanagement I(ECA, I2023; ISanusi, I2012).

iii. I Post-Crisis IReforms Iand IModernization I(2010–Present): IPost-2008 Ireforms

Iincluded Ithe Iintroduction Iof Ithe IX-Gen Itrading Iplatform Iin I2011 Iand

Istricter Icorporate Igovernance Istandards. IIn I2021, Ithe INSE Itransformed Iinto

Ithe INigerian IExchange IGroup I(NGX), Ienhancing Ioperational Iefficiency. INew

Iinstruments Ilike IETFs Iand Iderivatives Ihave Ifurther Imodernized Ithe Imarket,

Isupporting Isustainable Igrowth I(NBS, I2023). IThe INigerian Icapital Imarket Ihas

Igrown Ifrom Ia Ismall, Igovernment-focused Isystem Ito Ia Isophisticated Iplatform

Iintegral Ito Ithe Ination’s Ieconomic Idevelopment. IDespite Ichallenges Ilike

Ivolatility Iand Iregulatory Igaps, Iongoing Ireforms Icontinue Ito Istrengthen Itheir

Iresilience Iand Icapacity Ito Imobilize Ilong-term Ifunds.

2.1.7 Capital IMarket IRegulatory IFramework I

The Ifollowing Iare Ithe Iregulatory Ibody Ifor Ithe INigerian IExchange IGroup: I

i. Nigerian IExchange IGroup I(NGX): IThe INigerian IExchange IGroup I(NGX)

Iwas Iestablished Iin I1961 I(as Ithe ILagos IStock IExchange) IDemutualized Iin

I2021 I(as Ithe INigerian IExchange IGroup, INGX) Ioriginally Iestablished Ias Ithe

ILagos IStock IExchange, Ithe INSE Ilater Ibecame Ithe INigerian IExchange
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IGroup I(NGX). IIn I2021, Ithe Iexchange Iwas Idemutualized, Itransforming Iinto

Ithe INigerian IExchange IGroup I(NGX). IIt Iprovides Ia Iplatform Ifor Itrading

Isecurities, Iincluding Iequities, Ibonds, Iand Iother Ifinancial Iinstruments, Iunder Ia

Itransparent Iand Iregulated Isystem, I(Ariyo Iet Ial. I2024; INGX, I2023).

ii. Investment Iand ISecurities IAct I(ISA): IInvestment Iand ISecurities IAct I(ISA)

Iestablishment Iin1999 I(Initial IVersion), Irevised Iin I2007. IThe IISA Iprovides

Ithe Ilegal Iframework Ifor Ithe Ifunctioning Iof Ithe INigerian Icapital Imarket. IIt

Idefines Ithe Ipowers Iand Iresponsibilities Iof Ithe ISEC, Iregulates Ipublic Ioffers,

Isecurities Itrading, Iand Iprovides Iguidelines Ifor Imarket Ioperations. IThe I2007

Iversion Iintroduced Imore Icomprehensive Ireforms, Iincluding Imeasures Ifor

Iinvestor Iprotection, Icorporate Igovernance, Iand Itransparency, I(International

IMonetary IFund I[IMF] I2023).

iii. Central ISecurities IClearing ISystem I(CSCS): ICentral ISecurities IClearing

ISystem I(CSCS) Iestablishment Iin I1997. IThe ICSCS Iis Ithe Iclearinghouse Ifor

Iall Isecurities Itransactions Ion Ithe INigerian IStock IExchange. IIt Ifacilitates Ithe

Ielectronic Isettlement Iof Itransactions, Iholds Isecurities Iin Idematerialized Iform,

Iand Iimproves Iefficiency Iin Ithe Itransfer Iand Iownership Iof Isecurities I(CSCS,

I2023)

iv. Nigerian IInvestment IPromotion ICommission I(NIPC) IAct: INigerian IInvestment

IPromotion ICommission I(NIPC) IAct Iwas Iestablishment Iin Ithe Iyear1995 Iwith
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Iprimary Iroles Ito Ipromotes, Icoordinates, Iand Imonitors Iinvestments Iin INigeria.

IAlthough Inot Isolely Ifocused Ion Ithe Icapital Imarket, Iit Iplays Ia Ikey Irole Iin

Iattracting Iforeign Iinvestment Ito Ithe INigerian Icapital Imarket Iby Ioffering

Iincentives Iand Iprotections Ifor Iforeign Iinvestors, I(CBN, I2023).

v. Corporate IAffairs ICommission I(CAC): ICorporate IAffairs ICommission I(CAC)

IEstablishment Iin I1990. IBy Ithe ICompanies Iand IAllied IMatters IAct I(CAMA)

Iof I1990 I(Revised Iin I2020). IThe ICAC Iis Iresponsible Ifor Iregistering

Icompanies Iand Iensuring Icorporate Igovernance Istandards. IIt Iregulates

Icompanies Ilisted Ion Ithe INigerian IStock IExchange Iand Ienforces Icompliance

Iwith Icorporate Ilaws I(IMF, I2023).

vi. Financial IReporting ICouncil Iof INigeria I(FRCN): IThe Ifinancial IReporting

ICouncil Iof INigeria I(FRCN) Iwas Iestablished Iin Ithe Iyear I2011. IBy Ithe

IFinancial IReporting ICouncil Iof INigeria IAct, I2011 Iwith Ithe Irole Ito Iregulates

Iaccounting Iand Ifinancial Ireporting Istandards Iin INigeria. IIt Iensures Ithat

Ilisted Icompanies Icomply Iwith Iinternational Iaccounting Istandards Iand Ithat

Ifinancial Idisclosures Imeet Iregulatory Irequirements Ifor Itransparency Iand

Iinvestor Iprotection, I(IMF I2023; I& INBS I2023)

vii. Nigerian IDeposit IInsurance ICorporation I(NDIC): INigerian IDeposit IInsurance

ICorporation I(NDIC) Iwas Iestablished Iin I1988. IWhile Ithe INDIC Iprimarily

Iregulates Ithe Ibanking Isector, Iit Iplays Ian Iindirect Irole Iin Ithe Icapital Imarket
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Iby Iprotecting Idepositors, Iwhich Ihelps Imaintain Ioverall Ifinancial Isystem

Istability. IIt Ialso Ideals Iwith Iissues Irelated Ito Ibank Isecurities Iand Iinvestments,

I(CBN, I2023).

viii. Banking Iand IOther IFinancial IInstitutions IAct I(BOFIA): IBanking Iand IOther

IFinancial IInstitutions IAct I(BOFIA) Iestablished Iin Ithe Iyear1991 I(Updated

I2020). IBOFIA Iregulates Ifinancial Iinstitutions Iin INigeria, Iincluding Ibanks

Ithat Iare Isignificant Iparticipants Iin Ithe Icapital Imarket. IThe Iact Iensures Ithat

Ibanks Imeet Icapital Iadequacy Irequirements Iand Iother Istandards Ithat Iaffect

Itheir Icapital Imarket Iactivities, I(BOFIA, I2023).

ix. Pension IReform IAct: IThe IPension IReform IAct Iwas Iestablished Iin Ithe Iyear

I2004 I(Revised Iin I2014). IThis Iact Iestablished Ithe INational IPension

ICommission I(PenCom), Iwhich Iregulates Ipension Ifund Imanagers Iand

Iadministrators. IPension Ifunds Iare Ikey Iinstitutional Iinvestors Iin Ithe Icapital

Imarket, Iand Ithis Iact Iprovides Ithe Iregulatory Iframework Ifor Itheir

Iinvestments Iin Isecurities, I(CBN, I2023).

x. National IInsurance ICommission I(NAICOM): IThe INational IInsurance

ICommission I(NAICOM) Iwas Iestablished Iin I1997. INAICOM Iregulates Ithe

Iinsurance Isector, Iwhich Ialso Iplays Ia Ivital Irole Iin Ithe INigerian Icapital

Imarket. IInsurance Icompanies Iare Imajor Iinstitutional Iinvestors, Iand INAICOM
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Iensures Ithat Itheir Iinvestments Iare Ifollowing Iregulatory Istandards I(IMF,

I2023).

xi. Debt IManagement IOffice I(DMO): IEstablished Iin I2000. IThe IDMO Imanages

INigeria’s Ipublic Idebt Iand Ioversees Ithe Iissuance Iof Igovernment Isecurities

Isuch Ias Ibonds Iand Itreasury Ibills. IThese Iinstruments Iare Itraded Iin Ithe

Icapital Imarket, Iproviding Iinvestment Ioptions Ifor Iboth Iretail Iand Iinstitutional

Iinvestors.

xii. Central IBank Iof INigeria I(CBN): IThe ICentral IBank Iof INigeria I(CBN) Iwas

Iestablished Iin Ithe Iyear1958. ICBN Iregulates Imonetary Ipolicy Iand Ithe

Ifinancial Isystem, Iwhich Iimpacts Ithe Icapital Imarket. IIt Ioversees Ibanks Iand

Iother Ifinancial Iinstitutions Ithat Iare Ikey Iparticipants Iin Ithe Imarket Iand

Iregulates Ithe Iissuance Iand Itrading Iof Ifinancial Iinstruments Ilike Itreasury Ibills

Iand Ibonds. IThe INigerian Icapital Imarket Iregulatory Iframework Iis Irobust Iand

Imultifaceted, Iwith Imultiple Iinstitutions Iworking Itogether Ito Iensure Ithat

Imarket Ioperations Iare Itransparent, Ifair, Iand Iefficient. IThis Iframework Ihas

Ievolved Iover Itime Ito Iadapt Ito Ichanging Ieconomic Iconditions Iand Iglobal

Ibest Ipractices, Iproviding Ithe Ifoundation Ifor Isustainable Icapital Imarket

Igrowth, I(Chartered IInstitute Iof IStockbrokers I[CIS] I2023).
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2.1.8 Functions Iof INigeria ICapital IMarket

The Icapital Imarket Iis Iinstrumental Iin Ifostering Isustainable Ieconomic Idevelopment,

Iparticularly Ithrough Ithe Iefficient Iallocation Iof Ilong-term Icapital. IIts Icore

Ifunctions Ispan Iseveral Idomains Icritical Ito Inational Idevelopment: I(World IBank,

I2023). IThe Ifunctions Iare Ias Ifollow;

i. ICapital IFormation

As Iemphasized Iby IAl-Faki I(2006), Ione Iof Ithe Iprincipal Iroles Iof Ithe Icapital

Imarket Iis Ito Imobilize Isurplus Ifunds Ifor Iinvestment Iin Iproductive Ieconomic

Iventures. IThrough Ithe Iissuance Iof Ifinancial Iinstruments Isuch Ias Istocks Iand

Ibonds, Igovernments, Icorporations, Iand Iother Iinstitutions Iare Iable Ito Isecure Ilong-

term Ifunding Ifrom Ithe Iinvesting Ipublic. IThis Isystem Ifacilitates Ithe Iefficient

Ireallocation Iof Isavings Iinto Imeaningful Ieconomic Iactivities, Ipromoting Ioverall

Inational Idevelopment I(NGX, I2023).

ii. IProvision Iof ILong-Term IFinance

The Icapital Imarket Iserves Ias Ia Ivital Isource Iof Ilong-duration Ifinancing,

Iparticularly Ithrough Ithe Itrading Iof Iequity Iand Idebt Iinstruments. IUnlike Ithe

Imoney Imarket, Iwhich Ifocuses Ion Ishort-term Iliquidity Ineeds, Ithe Icapital Imarket

Isupports Iprojects Ithat Irequire Iextended Igestation Iperiods—such Ias Iinfrastructure
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Idevelopment Iand Iindustrial Iexpansion. IBy Ienabling Iaccess Ito Ilong-term Ifunds, Iit

Ibecomes Iindispensable Ifor Isectors Ithat Irequire Ilarge-scale Icapital Iinput

I(Ogunmuyiwa I& IEkone, I2010).

iii. IInvestment Iand IWealth ICreation

According Ito IAjakaiye Iand IFakiyesi I(2009) Inote Ithat Ithe INigerian Icapital Imarket

Ioffers Ia Iplatform Ifor Iboth Idomestic Iand Iinternational Iinvestors Ito Igenerate

Iwealth Iand Idiversify Itheir Iinvestment Iportfolios. IThe Iavailability Iof Ia Iwide

Irange Iof Iinstruments—including Iequities, Ibonds, Iand Icollective Iinvestment

Ischemes—allows Iinvestors Ito Ibalance Irisk Iand Ireturn, Ithereby Isupporting Ilong-

term Ifinancial Iplanning Iand Iportfolio Imanagement.
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iv. IEconomic IGrowth ICatalyst

According Ito Ithe INigerian IExchange IGroup I(NGX), Ithe Icapital Imarket Iplays Ia

Istrategic Irole Iin Ieconomic Iadvancement Iby Ifacilitating Icapital Iformation Iand

Idirecting Ifunds Itoward Ipriority Isectors. IThrough Ithe Iefficient Iallocation Iof

Iresources, Ithe Imarket Iensures Ithat Iinvestments Iflow Iinto Iareas Ithat Ihave Ithe

Ihighest Ipotential Ifor Idriving Isustainable Igrowth Iand Idevelopment. IIt Ithus Iacts Ias

Ia Iconduit Ibetween Icapital Iproviders Iand Isectors Icritical Ito Ithe Ieconomy.

v. ILiquidity IEnhancement

According Ito IOgunmodede Iet Ial. I(2018) Iemphasize Ithe Iimportance Iof Iliquidity

Iin Ienhancing Ithe Iattractiveness Iof Icapital Imarket Iinstruments. IThe Isecondary

Isegment Iof Ithe Imarket Iprovides Iinvestors Iwith Ithe Iopportunity Ito Itrade

Isecurities Iwith Iease, Iensuring Ithey Ican Iaccess Icash Iwhen Inecessary. IThis

Ifluidity Iincreases Iinvestor Iconfidence Iand Iencourages Ibroader Iparticipation Iin Ithe

Imarket, Iwhich Iis Iessential Ifor Ia Ithriving Ifinancial Isystem.

vi. IPrice IDiscovery Iand IMarket ITransparency

The Icapital Imarket Iplays Ia Ipivotal Irole Iin Ithe Idiscovery Iof Iasset Iprices Ithrough

Ithe Iinteraction Iof Isupply Iand Idemand. IEmenuga I(1998) Ihighlights Ithat Iprices Iof

Isecurities Ireflect Iall Ipublicly Iavailable Iinformation, Iensuring Ithat Iinvestors Ican
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Imake Iinformed Idecisions. IThis Iprocess Iimproves Imarket Iefficiency Iby Ienabling

Itransparent Ivaluation Iof Iassets Iand Ienhancing Iinvestor Itrust.

vii. IPromotion Iof ICorporate IGovernance

According Ito IOyejide I(2003), Icapital Imarkets Iindirectly Ienforce Igood Icorporate

Igovernance Iby Irequiring Ilisted Ifirms Ito Icomply Iwith Istringent Ifinancial Ireporting,

Idisclosure, Iand Iaccountability Istandards. IThe Inecessity Ito Imaintain Imarket

Icredibility Iand Iinvestor Iconfidence Icompels Ifirms Ito Iuphold Iethical Imanagement

Ipractices Iand Iregulatory Icompliance

Companies Ithat Iare Ilisted Ion Ithe INigerian IExchange IGroup I(NXG) Iare Irequired

Ito Iadhere Ito Istrict Idisclosure Irequirements Iand Icorporate Igovernance Istandards.

IThis Ipromotes Itransparency, Iaccountability, Iand Iefficient Imanagement Iwithin

Ithese Icompanies Isuch Ias;

i. Risk ISharing: IAccording Ito IOkoye Iand INwisienyi I(2013), Iexplain Ithat Ithe

Icapital Imarket Iprovides Iavenues Ifor Irisk-sharing Iamong Ivarious Imarket

Iparticipants Ithrough Idiversified Iinvestments. IThe Icapital Imarket Iallows Ifor Ithe

Itransfer Iof Irisk Ifrom Ithose Iwho Iare Iaverse Ito Irisk Ito Ithose Iwho Iare Iwilling Ito

Ibear Iit. IInvestors Ican Ispread Itheir Iinvestments Iacross Ivarious Ifinancial

Iinstruments, Ireducing Itheir Iexposure Ito Ispecific Irisks.

ii. Foreign IInvestment IAttraction: INwankwo I(2014), Ihighlights Ithe Irole Iof Ithe

Icapital Imarket Iin Iattracting Iforeign Iinvestment, Icontributing Ito Iforeign Iexchange
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Iearnings Iand Ifinancial Imarket Idevelopment. IThe INigerian Icapital Imarket Iattracts

Iforeign Idirect Iinvestment I(FDI) Iand Iportfolio Iinvestment Iby Iproviding Ian

Iorganized Iand Iregulated Ienvironment Ifor Iinternational Iinvestors Ito Iinvest Iin

INigerian Isecurities. IThis Iinflow Iof Iforeign Icapital Istrengthens Ithe Ifinancial

Imarket Iand Isupports Ieconomic Igrowth.

iii. Reduction Iof IOver-Reliance Ion IShort-term IFinancing: IAccording Ito IYusuf I&

IYaqub I(2014), Isuggest Ithat Ithe Icapital Imarket Ihelps Iin Iproviding Ilong-term

Ifinancing Ialternatives, Ireducing Idependency Ion Ithe Imoney Imarket Iand Ibank

Iloans. IThe Icapital Imarket Iprovides Ian Ialternative Ito Ishort-term Iborrowing Ifrom

Ibanks Iby Ioffering Iaccess Ito Ilong-term Icapital. IThis Ireduces Ithe Ipressure Ion

Ibusinesses Iand Igovernment Ientities Ito Iservice Ishort-term Iloans, Ithus Isupporting

Imore Isustainable Ifinancial Imanagement.

iv. Promotion Iof IPublic-Private IPartnerships: I IAregbeyen Iand IFasanyan I(2017), Iargue

Ithat Ipublic-private Ipartnerships Iin Iinfrastructure Iprojects Iare Imore Isuccessful Idue

Ito Ithe Icapital Imarket's Iability Ito Iraise Ilarge Isums Iof Ilong-term Icapital. IThe

Icapital Imarket Ifacilitates Icollaborations Ibetween Ithe Ipublic Iand Iprivate Isectors

Ithrough Ipublic Iofferings, Ibonds, Iand Iinfrastructure Ifinancing. IThis Iis Icritical Ifor

Ifinancing Ilarge-scale Idevelopment Iprojects, Isuch Ias Ienergy, Itransportation, Iand

Ihousing, Iwhich Irequire Ilong-term Iinvestments.

2.1.9 Nigeria ICapital IMarket IInstruments I

The INigerian Icapital Imarket Ioffers Ia Iwide Irange Iof Iinstruments Idesigned Ito

Imeet Ithe Ifinancing Ineeds Iof Iissuers Iand Ithe Iinvestment Ipreferences Iof
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Iindividuals Iand Iinstitutions. IThese Iinstruments Ican Ibe Icategorized Iinto Iequity,

Idebt, Iand Ihybrid Isecurities Ias Iconsidered Ibelow.

i. Equity IInstruments: IEquity Isecurities Irepresent Iownership Iin Ia Icompany.

IThe Itwo Imain Itypes Iof Iequity Iinstruments Iavailable Iin Ithe INigerian

Icapital Imarket Iare:

ii. Ordinary IShares I(Common IStocks): IThese Iare Ithe Imost Icommon Iforms Iof

Iequity Iin Iwhich Ishareholders Iown Ia Iportion Iof Ithe Icompany Iand Ihave

Ivoting Irights. IInvestors Ibenefit Ifrom Idividends Iand Icapital Iappreciation. I

IOsaze I(2007) Iemphasizes Ithat Iordinary Ishares Idominate Iequity Itrading Ion

Ithe INigerian IStock IExchange I(NEX), Iwith Icompanies Ilike IDangote

ICement, IMTN INigeria, Iand IGTCO Ioffering Isubstantial Iinvestment

Iopportunities.

iii. Preferred IShares I(Preference IStocks): IPreference Ishareholders Ireceive

Idividends Iat Ia Ifixed Irate Ibefore Iordinary Ishareholders Iand Ihave Ia Ihigher

Iclaim Ion Iassets Iin Ithe Ievent Iof Iliquidation Ibut Igenerally Ido Inot Ihave

Ivoting Irights. IAlile I(2003), Ipoints Iout Ithat Ipreference Ishares Iare Ihybrid

Iinstruments Ithat Iprovide Ia Imix Iof Ifixed-income Iand Iequity-like

Icharacteristics.



39

iv. Debt IInstruments: IDebt Isecurities Iallow Iissuers Ito Iborrow Ifunds, Iwith Ia

Ipromise Ito Irepay Ithe Iprincipal Ialong Iwith Iinterest. IKey Idebt Iinstruments

Iin Ithe INigerian Icapital Imarket Iinclude:

v. Federal IGovernment IBonds I(FGN IBonds): ILong-term Idebt Isecurities

Iissued Iby Ithe IFederal IGovernment Iof INigeria, Iwith Itenures Itypically

Iranging Ifrom I5 Ito I30 Iyears. IThey Iare Ithe Isafest Iform Iof Iinvestment Iin

Ithe INigerian Imarket Idue Ito Igovernment Ibacking. ICBN I(2023) Ioutlines

Ithat IFGN IBonds Iserve Ias Ia Imajor Isource Iof Ifinancing Ifor Ipublic

Iinfrastructure Iprojects, Iproviding Istable Ireturns Ifor Iinvestors.

vi. Corporate IBonds: IIssued Iby Icorporations Ito Iraise Ilong-term Icapital.

ICorporate Ibonds Itypically Ioffer Ihigher Ireturns Ithan Igovernment Ibonds

Idue Ito Ihigher Irisk. IObadan I(2006), Ihighlights Ithe Igrowing Iimportance Iof

Icorporate Ibonds Iin Ithe INigerian Icapital Imarket, Iwith Icompanies Ilike

IFlour IMills Iand IUBA Iraising Isignificant Ifunds Ithrough Ibond Iissuance.

vii. Municipal IBonds: IIssued Iby Istate Igovernments Ior Imunicipalities Ito

Ifinance Ipublic Iprojects Isuch Ias Iinfrastructure Ior Iutilities. IAkintoye I(2008)

Idiscusses Ithe Iuse Iof Imunicipal Ibonds Iby ILagos IState Ito Ifund Icritical

Iprojects Ilike Iroad Iand Irail Idevelopments.

viii. Sukuk I(Islamic IBonds): ISukuk Iare IShariah Icompliant Ibonds Iwhere Ireturns

Iare Ibased Ion Iasset Iownership Ior Irental Iagreements Irather Ithan Iinterest.

IThey Iare Iincreasingly Ipopular Iin INigeria Ifor Ifinancing Iinfrastructure
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Iprojects. INEX I(2023) Ihighlights Ithe Iissuance Iof INigeria's Ifirst Isovereign

ISukuk Ibond Iin I2017, Iwhich Iraised I₦100 Ibillion Ifor Iroad Iinfrastructure

Idevelopment.

ix. Eurobonds: IDebt Isecurities Iissued Iin Iforeign Icurrencies, Itypically IUSD, Iby

Ithe INigerian Igovernment Ior Icorporations Ito Iattract Iinternational Iinvestors.

I INwankwo I(2014) Inotes Ithat IEurobonds Iare Iused Iby Ithe Igovernment Iand

Ilarge Icorporations Ito Idiversify Itheir Ifinancing Isources Iand Iaccess Iglobal

Icapital Imarkets.

x. Hybrid IInstruments: IHybrid Iinstruments Ihave Icharacteristics Iof Iboth Iequity Iand

Idebt.

xi. Convertible IBonds: IBonds Ithat Ican Ibe Iconverted Iinto Ia Ispecific Inumber

Iof Iordinary Ishares Iat Ithe Idiscretion Iof Ithe Ibondholder. IThese Ibonds

Iprovide Iboth Ifixed Iinterest Ipayments Iand Ithe Ipotential Ifor Icapital

Iappreciation Iif Iconverted. IOkafor I(2011) Idiscusses Ihow Iconvertible Ibonds

Iprovide Iissuers Iwith Ilower Iinterest Irates Iand Ioffer Iinvestors Ithe Ioption Ito

Iparticipate Iin Iequity Igains.

xii. Preference IShares: IAs Ipreviously Imentioned Iunder Iequity Iare Ialso

Iconsidered Ihybrid Iinstruments Idue Ito Itheir Ifixed-income-like Ifeatures

Ialongside Iequity Iownership.

xiii. Derivatives I(Developing IMarket): IThe Iderivatives Imarket Iin INigeria Iis Iin

Iits Iearly Istages Ibut Ihas Ipotential Ito Ioffer Ivarious Ifinancial Icontracts. IThe
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INigerian IExchange IGroup I(NGX) Ihas Iinitiated Iefforts Ito Iintroduce Imore

Iderivative Iproducts.

xiv. Futures Iand IOptions: IThese Icontracts Iallow Iinvestors Ito Ihedge Iagainst

Iprice Imovements Iin Iunderlying Iassets Ilike Istocks, Icommodities, Ior

Iforeign Iexchange. INGX I(2020) Ilaunched Ia Iframework Ifor Iderivative

Itrading, Iwith Ithe Iaim Iof Ideveloping Ifutures Iand Ioptions Imarkets Ito

Iimprove Irisk Imanagement Iin Ithe INigerian Icapital Imarket.

xv. Exchange-Traded IFunds I(ETFs): IETFs Iare Iinvestment Ifunds Itraded Ion Ithe

Istock Iexchange, Iallowing Iinvestors Ito Iown Ia Ibasket Iof Iassets, Isuch Ias

Istocks, Ibonds, Ior Icommodities, Iwithout Idirectly Ibuying Ieach Iasset

Iindividually. IEzeoha I(2011), Ihighlights IETFs Ilike Ithe IVetiva I& IGriffin,

I30 IETF, Iwhich Itracks Ithe Itop I30 Icompanies Ion Ithe INigerian IStock

IExchange, Iproviding Iinvestors Iwith Idiversified Iexposure Ito Iblue-chip

Istocks.

xvi. Real IEstate IInvestment ITrusts I(REITs): IReal IEstate IInvestment ITrusts I(REITs)

Ipool Iinvestors' Ifunds Ito Iinvest Iin Iincome-generating Ireal Iestate Iassets. IThey

Ioffer Ia Iliquid Iway Ifor Iinvestors Ito Iparticipate Iin Ireal Iestate Imarkets. IAdedokun

I(2013) Iemphasizes Ithat IREITs Isuch Ias ISkye IShelter IFund Iallow Iinvestors Ito

Iinvest Iin Ireal Iestate Iwithout Ithe Icomplexities Iof Idirect Iproperty Iownership,

Iwhile Ienjoying Iregular Iincome Ifrom Irents.
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xvii. Collective IInvestment ISchemes I(Mutual IFunds): IMutual Ifunds Ipool Iresources

Ifrom Imultiple Iinvestors Ito Iinvest Iin Ia Idiversified Iportfolio Iof Iassets, Iincluding

Istocks, Ibonds, Iand Imoney Imarket Iinstruments. INGX, I(2023) Iunderscores Ithe

Igrowth Iof Imutual Ifunds Iin INigeria, Isuch Ias Ithe IStanbic IIBTC INigerian IEquity

IFund Iand Ithe IARM IDiscovery IFund, Iproviding Iinvestors Iwith Ilow-risk,

Idiversified Iinvestment Ioptions.

xviii.Green IBonds: IGreen Ibonds Iare Iissued Ito Iraise Ifunds Ispecifically Ifor

Ienvironmentally Isustainable Iprojects, Isuch Ias Irenewable Ienergy Iand Ieco-friendly

Iinfrastructure. IThe INigerian ISovereign IGreen IBond, Ilaunched Iin I2017, Iis

IAfrica’s Ifirst Igreen Ibond Iand Ia Ilandmark Iinitiative Iin Ifinancing Isustainable

Idevelopment Iprojects I(CBN, I2019).

xix. Commercial IPapers: ICommercial Ipapers Iare Ishort-term, Iunsecured Ipromissory

Inotes Iissued Iby Icorporations Ito Imeet Iworking Icapital Ineeds. IAlthough

Itechnically Ia Imoney Imarket Iinstrument, Ithey Iare Iimportant Ifor Ishort-term

Icorporate Ifinancing. ISanusi I(2012), Inotes Ithat Icommercial Ipapers Iprovide

Icompanies Iwith Iquick Iaccess Ito Iliquidity Iand Iare Icommonly Iissued Iby INigerian

Iblue-chip Icompanies. IThe INigerian Icapital Imarket Ioffers Ia Idiverse Irange Iof

Iinstruments, Iincluding Iequities, Ibonds, IETFs, IREITs, Iand Igreen Ibonds. IThese

Iinstruments Iallow Icompanies Iand Igovernments Ito Iraise Ilong-term Ifunds Iwhile

Iproviding Iinvestors Iwith Ivarious Iavenues Ito Igrow Itheir Iwealth. IEach Iinstrument

Iserves Idifferent Ineeds, Iand Itogether Ithey Icontribute Ito Ithe Ideepening Iof

INigeria's Icapital Imarket.
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xx. Behavioral Ifinance: IAccording ICBN I(2023), IBehavioral Ifinance Iis Ia Isubfield Iof

Ibehavioral Ieconomics Ithat Iexamines Ihow Ipsychological Ibiases, Icognitive Ierrors,

Iand Iemotional Ifactors Iinfluence Ifinancial Idecision-making, Ichallenging Ithe

Itraditional Iassumption Iof Irationality Iin Istandard Ifinance Itheories. IAcademic

Iresearch Iin Ithis Iarea Ihas Iuncovered Isystematic Ideviations Ifrom Irational Ibehavior,

Ileading Ito Ianomalies Iin Ifinancial Imarkets. IBelow Iis Ia Istructured Idiscussion Iof

Ikey Ithemes Iin Ibehavioral Ifinance Ibased Ion Iacademic Iresearch IInvestment

IBehaviors I I

In Ithe INigeria Icapital Imarket Ilike Iother Ifinancial Iinvestments, Ithe Ifollowing Iare

Iinvestor’s Ibehavior.

Figure: I1

Source: IResearcher’s ICompilation I

1. IHeuristics Ibehavior I I I

2. IProspect Ibehavior I I

3. IEmotional Ibehavior

4. IMarket IImpact I

Overconfidence I
Representativeness I
Gamblers IFallacy I
Framing I
Loss Iaversion I
Mental IAccounting I
Regret IAversion I
Optimism IBias I
Illusion Iof Icontrol I
Overreaction Ito Iprice
Ichanges IPast Itrend
Iof Istocks I
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i. Heuristics Ibehavior: IHeuristics Itheory Irefers Ito Ithe Icognitive Ishortcuts Ior

Isimple Irules Iof Ithumb Ithat Iindividuals Iuse Ito Imake Idecisions Iand Isolve

Iproblems Iquickly Iand Iefficiently. IThese Imental Ishortcuts Iare Ibased Ion

Iexperience Iand Iallow Ipeople Ito Ifunction Iwithout Ihaving Ito Iengage Iin

Idetailed Ianalysis Ifor Ievery Idecision. IHeuristics Iare Iespecially Iuseful Iin

Icomplex Isituations Iwhere Iquick Ijudgments Iare Irequired, Ior Iwhen Ithere Iis Ia

Ilack Iof Icomplete Iinformation. IHowever, Iwhile Iheuristics Ican Ibe Ipractical

Iand Itimesaving, Ithey Ican Ialso Ilead Ito Isystematic Ierrors Ior Ibiases Iin

Idecision-making, Isome Iof Ithe Itypes Iof Iheuristics, Iaccording Ito ICBN I2023),

Iare Ias Ifollows IAvailability IHeuristic: IThis Iinvolves Imaking Idecisions Ibased

Ion Ithe Iinformation Ithat Iis Imost Ireadily Iavailable Iin Imemory. IIf Isomething

Ican Ibe Ieasily Irecalled, Iit Iis Iperceived Ito Ibe Imore Icommon Ior Imore Ilikely

Ithan Iit Iis. IRepresentativeness IHeuristic: IThis Iis Ithe Itendency Ito Ijudge Ithe

Iprobability Iof Ian Ievent Iby Ihow Isimilar Iit Iis Ito Ia Iprototype Ior Istereotype.

IPeople Ioften Iignore Ibase Irates Iand Iother Irelevant Iinformation Iin Ifavor Iof

Iwhat Iseems Irepresentative. IAnchoring Iand IAdjustment IHeuristic: IThis

Iinvolves Irelying Iheavily Ion Ithe Ifirst Ipiece Iof Iinformation I(the I"anchor")

Iwhen Imaking Idecisions. ISubsequent Ijudgments Iare Imade Iby Iadjusting Iaway

Ifrom Ithis Ianchor, Ioften Iinsufficiently. IOverconfidence: IThis Ioccurs Iwhen

Iindividuals Ioverestimate Itheir Iknowledge, Iabilities, Ior Ithe Iaccuracy Iof Itheir

Ipredictions. IOverconfidence Ican Ilead Ito Ipoor Idecision-making Iand Ian
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Iunderestimation Iof Irisks. IGambler's IFallacy: IThis Iis Ithe Imistaken Ibelief Ithat

Ipast Irandom Ievents Iaffect Ithe Iprobability Iof Ifuture Irandom Ievents. IFor

Iexample, Ibelieving Ithat Ia Icoin Iis I"due" Ito Iland Ion Iheads Iafter Iseveral Itails

Iin Ia Irow. IHeuristics Itheory Iis Ia Ifundamental Iconcept Iin Ibehavioral

Ieconomics Iand Ipsychology, Ihighlighting Ihow Ipeople Ican Ideviate Ifrom

Irational Idecision-making Imodels Idue Ito Icognitive Ibiases.

ii. Overconfidence: IOverconfidence Iis Ia Ibias Iwhere Iindividuals Iare Iexcessively

Iconfident Iin Itheir Iabilities, Iknowledge, Ior Ipredictions, Iaffecting Idecision-

making Iin Ihigh-stakes Iareas Ilike Iinvesting. IIt Imanifests Ias: IOverestimation:

IOverestimating Ione's Iabilities Ior Icontrol, Ilike Ia Inovice Iinvestor

Ioverestimating Itheir Iability Ito Ipredict Imarkets. IOver Iplacement: IBelieving

Ione Iis Ibetter Ithan Iothers, Isuch Ias Ithinking Ithey Iare Iin Ithe Itop I10% Iof

Idrivers. IOver Iprecision: IExcessive Icertainty Iabout Ione's Iknowledge, Isuch Ias

Ibeing Ioverly Isure Iof Isales Iforecasts Idespite Iuncertainties.

iii. Representativeness: IRepresentativeness Iis Ia Ibias Iwhere Iindividuals Ijudge Ithe

Ilikelihood Iof Ian Ievent Ibased Ion Iits Isimilarity Ito Ia Iprototype Ior Istereotype,

Irather Ithan Iactual Istatistics, Ias Iproposed Iby ITversky Iand IKahneman Iin Ithe

I1970s.

iv. Gambler’s IFallacy: IThe IGambler’s IFallacy Iis Ithe Imistaken Ibelief Ithat Iif Ian

Ievent Ihappens Imore Ifrequently Iin Ia Iperiod, Iit Iwill Ioccur Iless Iin Ithe Ifuture,
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Ior Ivice Iversa. IIt Iarises Ifrom Ia Imisunderstanding Iof Iprobability Iin Isequential

Ievents Ilike Icoin Iflips.

v. Framing: IFarming Iis Ia Ibias Iwhere Idecisions Iare Iinfluenced Iby Ihow

Iinformation Iis Ipresented. IKahneman I(2011) Inoted Ithat Ifew Ipeople Iare

I“reality Ibound.” IDiacon I& IHasseldine I(2007) Ifound Ithat Iinvestors Iframe

Iinformation Ivisually Irather Ithan Irelying Ion Ithe Ifacts. IWahla Iet Ial. I(2019)

Ishowed Ithat Iframing Inegatively Iaffects Ifinancial Ibehavior, Ileading Iinvestors

Ito Imake Ipoor Idecisions Ibased Ion Ihow Iinformation Iis Ipresented Irather Ithan

Ithe Ifacts.

vi. Loss IAversion: ITversky I& IKahneman I(1979) Ifound Ithat Ipeople Ivalue Ilosses

Imore Ithan Iequivalent Igains, Imaking Ithem Irisk-averse Iwith Igains Iand Irisk-

takers Iwith Ilosses. IMyopic Iloss Iaversion Iexplains Iwhy Idaily Iinvestors Iadjust

Itheir Iwealth Idistribution. IInvestors Ioften Iavoid Iequities Iafter Ia Iloss, Idespite

Ithe Imarket Iprinciple Iof Ibuying Ilow Iand Iselling Ihigh.

vii. Mental IAccounting: IMental Iaccounting Irefers Ito Ihow Ipeople Icategorize

Imoney Ifor Idifferent Ipurposes, Iwhich Ican Iharm Iinvestment Iand Iconsumption

Idecisions. IShefrin I& IThaler I(1988) Inoted Ithat Iindividuals Idivide Itheir Ifunds

Iinto Icurrent Iincome, Icurrent Iwealth, Iand Ifuture Iincome, Ioften Ileading Ito

Irisk Isegregation.

viii. Emotional Ibehaviors: IEmotions Ilike Ifear, Igreed, Iand Iregret Isignificantly

Iinfluence Iinvestment Idecisions. IAhmad I(2019) Iemphasized Ithat Imanaging
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Iemotions Iis Ikey Ito Isound Ifinancial Idecisions. IHowever, Ibiases Ilike

Ioptimism Iand Ilack Iof Iself-control Ioften Ilead Ito Ipoor Ifinancial Iplanning,

Isuch Ias Ioverspending Ion Ipresent Ineeds Iinstead Iof Isaving.

ix. Optimism IBias: IOptimism Ibias Iis Ithe Itendency Ifor Iindividuals Ito

Ioverestimate Ipositive Ioutcomes, Ibased Ion Iinner Iperceptions Irather Ithan

Ireality. IRiaz I& IIqbal I(2015) Ilinked Ioptimism Ibias Ito Irisky Iinvestment

Idecisions, Iparticularly Iin Ivolatile Imarkets.

x. Illusion Iof IControl: IIllusion Iof Icontrol Iis Ithe Ifalse Ibelief Ithat Ione Ican

Icontrol Ievents Ibeyond Itheir Iinfluence. IThis Ibias Ioften Ileads Ito Iovertrading,

Iincreasing Icosts. ILanger I(1975) Idefined Ithis Ias Ian I“inappropriate Ipersonal

Isuccess,” Iwhere Ipeople Ioverestimate Itheir Icontrol Iin Irandom Ievents.

xi. Regret IAversion: IRegret Iaversion Iis Ithe Itendency Ito Iavoid Imaking Idecisions

Ito Iprevent Ifuture Iregret. IInvestors Ioften Isell Iwinning Istocks Itoo Iquickly Iand

Ihold Ionto Ilosing Iones Ifor Itoo Ilong, Ileading Ito Ireduced Ireturns. IThis Ibias

Ialso Icauses Iinvestors Ito Iavoid Irisks Ithat Icould Ilead Ito Iregret, Imaking Ithem

Ioverly Iconservative Iin Itheir Idecisions.

2.1.10 Crypto Icurrency Iand ICapital IMarkets

Crypto Icurrency, Ia Idigital Ior Ivirtual Icurrency Isecured Iby Icryptography, Ioperates

Ion Idecentralized Iblock Ichain Itechnology, Icontrasting Iwith Itraditional Icapital

Imarkets Ithat Irely Ion Icentralized Ifinancial Isystems. ICapital Imarkets Ifacilitate Ithe
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Itrading Iof Istocks, Ibonds, Iand Iother Isecurities, Ienabling Ibusinesses Iand

Igovernments Ito Iraise Ilong-term Ifunds. IThe Iemergence Iof Icrypto Icurrencies Ihas

Iintroduced Ia Inew Iasset Iclass, Iinfluencing Icapital Imarket Idynamics Iby Ioffering

Ialternative Iinvestment Iopportunities Iand Idecentralized Ifinancial Iinstruments, I(CBN,

I2023).

i. Crypto Icurrency Ion ICapital IMarket IOperations: ICrypto Icurrencies Ihave

Idisrupted Itraditional Icapital Imarkets Iby Iintroducing Idecentralized Ifinance I(DeFi)

Iplatforms, Iwhich Iallow Ipeer-to-peer Ilending, Iborrowing, Iand Itrading Iwithout

Iintermediaries. IThis Ishift Ichallenges Iconventional Imarket Istructures, Ireducing

Ireliance Ion Ibrokers Iand Iexchanges. IAdditionally, Ithe Ivolatility Iof Icrypto

Icurrencies Ihas Iattracted Ispeculative Iinvestors, Iimpacting Iliquidity Iand Irisk

Iprofiles Iin Icapital Imarkets. ISome Ifirms Inow Iissue Isecurity Itokens Idigital Iassets

Irepresenting Itraditional Isecurities Iblurring Ithe Ilines Ibetween Icrypto Iand

Iconventional Imarkets, I(CBN I2023).

ii. Regulatory IChallenges Iand IMarket IIntegration: IThe Iintegration Iof Icrypto

Icurrencies Iinto Icapital Imarkets Ifaces Iregulatory Ihurdles Idue Ito Iconcerns Iover

Ifraud, Imoney Ilaundering, Iand Iinvestor Iprotection. IGovernments Iand Ifinancial

Iauthorities Istruggle Ito Iestablish Iframeworks Ithat Ibalance Iinnovation Iwith Istability.

IWhile Isome Icountries Iembrace Icrypto Iassets Iby Iapproving IBitcoin IETFs Ior

Iregulating Iexchanges, Iothers Iimpose Istrict Ibans. IRegulatory Iclarity Iis Iessential
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Ifor Iinstitutional Iinvestors Ito Iconfidently Iparticipate Iin Icrypto-related Icapital

Imarket Iactivities, I(CBN, I2023).

iii. Risks Iand IOpportunities Ifor IInvestors: ICrypto Icurrencies Ipresent Iboth

Irisks Iand Iopportunities Ifor Icapital Imarket Iparticipants. IHigh Ivolatility Ican Ilead

Ito Isignificant Igains Ior Ilosses, Imaking Icrypto Iinvestments Ispeculative Icompared

Ito Itraditional Isecurities. IHowever, Iblock Ichain Itechnology Ienhances Itransparency

Iand Ireduces Isettlement Itimes, Ipotentially Iimproving Imarket Iefficiency.

IInstitutional Iadoption Iof Icrypto Iassets, Isuch Ias Ihedge Ifunds Iand Icorporate

Itreasuries Iadding IBitcoin Ito Itheir Iportfolios, Isignals Igrowing Iacceptance Ibut Ialso

Isystemic Irisk Iif Imarket Icorrections Ioccur, I(CBN I2023).

iv. Crypto ICurrency Iand ICapital IMarket IFuture IProspects: IThe Ifuture Iof

Icrypto Icurrency Iin Icapital Imarkets Ihinges Ion Itechnological Iadvancements,

Iregulatory Idevelopments, Iand Imarket Iadoption. ICentral Ibank Idigital Icurrencies

I(CBDCs) Imay Ibridge Ithe Igap Ibetween Itraditional Ifinance Iand Icrypto, Ifostering

Ihybrid Ifinancial Iecosystems. IAs Iblock Ichain Imatures, Iits Iapplications Iin Iclearing,

Isettlement, Iand Ismart Icontracts Icould Irevolutionize Icapital Imarket Ioperations.

IWhile Ichallenges Iremain, Ithe Isynergy Ibetween Icrypto Icurrencies Iand Icapital

Imarkets Iis Ireshaping Iglobal Ifinance, Idemanding Iadaptive Istrategies Ifrom

Iinvestors, Iregulators, Iand Ifinancial Iinstitutions, I(CBN I2023).

v. Foreign IExchange I(FX) Iand IFX ITrading: IThe Iforeign Iexchange I(FX Ior

IForex) Imarket Iis Ithe Ilargest Iand Imost Iliquid Ifinancial Imarket Iglobally, Iwhere
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Icurrencies Iare Itraded Iagainst Ione Ianother. IIt Ioperates I24 Ihours Ia Iday, Ifive Idays

Ia Iweek, Ifacilitating Iinternational Itrade Iand Iinvestment Iby Ienabling Icurrency

Iconversion. IFX Itrading Iinvolves Ibuying Ione Icurrency Iwhile Iselling Ianother, Iwith

Iexchange Irates Ifluctuating Ibased Ion Ieconomic Iindicators, Igeopolitical Ievents, Iand

Imarket Isentiment. IUnlike Istock Imarkets, IForex Iis Idecentralized, Iwith Itransactions

Ioccurring Iover Ithe Icounter I(OTC) Ithrough Ielectronic Inetworks, Ibanks, Iand

Ibrokers, I(CBN I2023).

vi. Types Iof IFX ITrading: IFX Itrading Ican Ibe Icategorized Iinto Iseveral Itypes

Ibased Ion Itrading Istyle, Iduration, Iand Iinstruments Iused: ISpot ITrading: IThe Imost

Icommon Iform, Iwhere Icurrencies Iare Ibought Iand Isold Ifor Iimmediate Idelivery Iat

Ithe Icurrent Imarket Irate. IForward IContracts: IThis Iis Ian IAgreements Ito Iexchange

Icurrencies Iat Ia Ipredetermined Irate Ion Ia Ifuture Idate, Iused Ifor Ihedging Iagainst

Iexchange Irate Irisks. IFutures ITrading: IStandardized Icontracts Itraded Ion Iexchanges,

Iobligating Ithe Ibuyer Iand Iseller Ito Itransact Iat Ia Iset Iprice Iand Idate. IOptions

ITrading: IProvides Ithe Iright I(but Inot Ithe Iobligation) Ito Ibuy Ior Isell Ia Icurrency

Iat Ia Ispecified Iprice Ibefore Ia Iset Iexpiration Idate. ISwap ITransactions: IInvolves

Iexchanging Icurrencies Ifor Ia Iperiod Iand Ithen Ireversing Ithe Itrade Ilater, Ioften

Iused Iby Iinstitutions Ifor Ihedging. IAlgorithmic I& IHigh-Frequency ITrading I(HFT):

IUses Iautomated Isystems Ito Iexecute Itrades Iat Ihigh Ispeeds Ibased Ion Ipre-set

Ialgorithms.



51

vii. Factors IInfluencing IFX IMarkets: ISeveral Ifactors Idrive Icurrency Iprice

Imovements, Iincluding: IEconomic IIndicators: IGDP Igrowth, Iinflation, Iemployment

Idata, Iand Iinterest Irates Iimpact Icurrency Istrength. ICentral IBank IPolicies:

IMonetary Ipolicies, Isuch Ias Iquantitative Ieasing Ior Irate Ihikes, Iinfluence Iexchange

Irates. IGeopolitical IEvents: IPolitical Iinstability, Itrade Iwars, Iand Iglobal Iconflicts

Icreate Imarket Ivolatility. IMarket ISentiment: ISpeculation Iand Itrader Ipsychology

Ican Icause Irapid Iprice Iswings. ILiquidity I& ILeverage: IMajor Icurrency Ipairs I(e.g.,

IEUR/USD, IUSD/JPY) Iare Ihighly Iliquid, Iwhile Iexotic Ipairs Iare Imore Ivolatile.

viii. Strategies Ifor IProfitable IFX ITrading: ISuccessful IFX Itrading Irequires Ia

Istructured Iapproach Iand Irisk Imanagement. ICommon Istrategies Iinclude: IDay

ITrading: IOpening Iand Iclosing Ipositions Iwithin Ithe Isame Iday Ito Icapitalize Ion

Ishort-term Iprice Imovements. ISwing ITrading: IHolding Itrades Ifor Idays Ior Iweeks

Ito Ibenefit Ifrom Imedium-term Itrends. IScalping: IMaking Imultiple Ismall Itrades Ito

Iexploit Iminor Iprice Ifluctuations Iwithin Iminutes Ior Iseconds. ITrend IFollowing:

IIdentifying Iand Itrading Iin Ithe Idirection Iof Iestablished Imarket Itrends Iusing

Itechnical Iindicators Ilike Imoving Iaverages. ICarry ITrade: IBorrowing Ia Ilow-

interest-rate Icurrency Ito Iinvest Iin Ia Ihigher-yielding Ione, Iprofiting Ifrom Ithe

Iinterest Irate Idifferential. IBreakout I& IReversal ITrading: IEntering Itrades Iwhen

Iprices Ibreak Ikey Isupport/resistance Ilevels Ior Ireverse Idirection.

ix. Risk IManagement I& IFuture ITrends Iin IFX ITrading: IFX Itrading Iis

Iinherently Irisky Idue Ito Ileverage Iand Ivolatility. IEffective Irisk Imanagement
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Iincludes: IStop-Loss I& ITake-Profit IOrders: IAutomatically Iclosing Itrades Iat

Ipredefined Ilevels Ito Ilimit Ilosses Iand Ilock Iin Iprofits. IPosition ISizing: IAvoiding

Ioverexposure Iby Irisking Ionly Ia Ismall Ipercentage Iof Icapital Iper Itrade.

IDiversification: ITrading Imultiple Icurrency Ipairs Ito Ispread Irisk. IAvoiding

IEmotional ITrading: ISticking Ito Ia Itrading Iplan Iand Iavoiding Iimpulsive Idecisions.

ITechnological Iadvancements, Isuch Ias IAI-driven Itrading Iboots, Iblock Ichain-based

IFX Isettlements, Iand Iincreased Iretail Iparticipation, Iare Ishaping Ithe Ifuture Iof

IForex. IAs Imarkets Ievolve, Itraders Imust Iadapt Ito Iregulatory Ichanges, Ialgorithmic

Icompetition, Iand Imacroeconomic Ishifts Ito Iremain Iprofitable. IFX Itrading Ioffers

Isignificant Iprofit Iopportunities Ibut Irequires Iknowledge, Idiscipline, Iand Irisk

Imanagement. IUnderstanding Idifferent Itrading Istyles, Imarket Idrivers, Iand Istrategic

Iapproaches Ienhances Ia Itrader’s Iability Ito Inavigate Ithe Idynamic IForex Ilandscape.

IContinuous Ilearning Iand Iadapting Ito Itechnological Iinnovations Iwill Ibe Icrucial

Ifor Ilong-term Isuccess Iin IFX Itrading, I(CBN I2023).

2.1.11 Economy IGrowth I

According Ito IVasila I(2003), Ieconomic Igrowth Irefers Ito Ithe Iincrease Iin Ithe

Iproduction Iof Igoods Iand Iservices Iover Ia Ispecific Iperiod, Imeasured Iafter

Iremoving Iinflationary Ieffects. IIt Iboosts Ibusiness Iprofits, Ienabling Ireinvestment,

Ijob Icreation, Iand Iopportunities Isuch Ias Irising Istock Iprices. IAs Ia Iresult, Ipositive

Ieconomic Igrowth Iis Ia Ikey Itarget Ifor Inations, Imaking Iit Ione Iof Ithe Imost
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Ianalyzed Ieconomic Iindicators. IMost Icountries Imeasure Igrowth Iquarterly Iusing

Ireal IGDP, Iwith Ianalysts Itracking Iit Ito Iidentify Ithe Ieconomy's Iphase Iin Ithe

Ibusiness Icycle, Iparticularly Iduring Isustainable Iexpansion. IWhen Ia Icountry Ilacks

Isufficient Ifactors Iof Iproduction, Iit Imust Iseek Ialternative Igrowth Istrategies.

IGovernments Ioften Iaim Ito Iboost Igrowth Ito Iincrease Itax Irevenue. IHowever,

Iduring Iperiods Iof Igrowth, Ithey Ishould Iadopt Icontractive Ifiscal Ipolicies, Isuch Ias

Ireducing Ispending Iand Iraising Itaxes, Ito Iensure Isustainable Ieconomic Igrowth.

2.1.12 IStructural IView Iof Ithe INigeria ICapital IMarket I

The INigerian Icapital Imarket Ifacilitates Ilong-term Ifinancing, Idriving Ieconomic

Igrowth. IIts Iefficiency Irelies Ion Istrong Iregulatory Iframeworks, Iactive Iparticipation,

Iand Ieffective Iinstitutions Ioperating Ithrough Ithe Iprimary Iand Isecondary Imarkets

Ias Ioutlined Ibelow

Capital IMarket

I I I I I I I I I I I I I I I I I I I I I I

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IPrimary IMarket I I I I I I I I I I I I I I
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I ISecondary IMarket
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IIPO I I I I I I I I I I I I I I I I I I I I I
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IDirect
IEquity
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IPrivate IPlacement I I I I I I I I I I I
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I ICommodity IMarket I I I I I I I I I
I I I I I I I I I I I I I I
I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IPreferential IAllotment I I I I I I I I I
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Figure I1 I I I

Source: IResearch’s ICompilation I

2.2 Theoretical IReview I

Theoretically, Ithis Istudy Iis Ianchored Ion ILevine’s IFinancial IDevelopment ITheory.

IThe Istudy Ialso Ievaluated ISavings-Investment INexus, Iand ISupply-Leading

IHypothesis Idue Ito Itheir Icontribution Iin Ithe Idiscussion Iof Ithe Icapital Imarket Iand

Iroles Ion Ieconomic Igrowth Iin INigeria Iand Iother Inations.

2.2.1 Levine’s IFinancial IDevelopment ITheory

The ILevine’s IFinancial IDevelopment ITheory, Iformulated Iduring Ithe I1990s Iwith

Imajor Icontributions Ispanning Ifrom I1991 Ito I2005, Iasserts Ithat Ithe Istructure Iand

Iefficiency Iof Ia Icountry’s Ifinancial Isystem Iplay Ia Ipivotal Irole Iin Idriving

Ieconomic Igrowth. IAccording Ito ILevine, Ifinancial Iinstitutions Iand Imarkets

Icontribute Ito Idevelopment Iby Iperforming Iessential Ifunctions Isuch Ias Imobilizing

Isavings, Iallocating Icapital Imore Iefficiently, Ifacilitating Iinvestment, Idiversifying

Irisk, Iand Ireducing Iboth Itransaction Iand Iinformation Icosts. IThe Itheory

Iunderscores Ithe Iintegration Iof Ifinancial Iintermediation Iand Imarket-based Ifinance

Iwithin Ithe Ibroader Icontext Iof Idevelopment Ieconomics. IThrough Ithese



55

Imechanisms, Ia Iwell-developed Ifinancial Isystem Ienhances Ithe Iproductive Icapacity

Iof Ian Ieconomy Iby Iensuring Ithat Ifinancial Iresources Iare Ichanneled Itoward Itheir

Imost Iefficient Iuses.

2.2.1.2 Assumptions Iof Ithe IFinancial IDevelopment ITheory I

The Ifollowing Iare Ithe Iassumptions Iof Ithe Itheory.

i. Financial IDevelopment Iis Ia IKey IDriver Iof IEconomic IGrowth

The Itheory Iassumes Ia Istrong Icausal Irelationship Ibetween Ifinancial Isystem

Idevelopment Iand Ieconomic Iperformance. IEfficient IMarkets IAllocate IResources

IBetter: IIt Iassumes Ithat Iwell-developed Ifinancial Imarkets Iallocate Iresources Ito

Ithe Imost Iproductive Isectors, Ileading Ito Ioptimal Iinvestment Idecisions.

ii. Financial IIntermediaries IReduce IInformation IAsymmetry

The Itheory Iassumes Ithat Ibanks Iand Iother Iintermediaries Iplay Ia Icrucial Irole Iin

Ireducing Iproblems Irelated Ito Iinformation Iasymmetry, Iensuring Iefficient Icapital

Iallocation. IInstitutional IQuality IMatters: ILevine Iassumes Ithat Istrong Iinstitutions,

Iincluding Iregulatory Iframeworks, Iare Inecessary Ifor Ifinancial Isystems Ito Ifunction

Ieffectively. IEndogenous IGrowth IMechanism: IThe Itheory Iis Ibased Ion Iendogenous

Igrowth Iprinciples, Iwhere Ifinancial Imarkets Icontribute Ito Itechnological Iinnovation

Iand Iproductivity Igrowth.
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2.2.1.3 ICriticism Iof ILevine’s IFinancial IDevelopment ITheory

Despite Ithe Isignificance Iof ILevine’s Itheory, Iit Ihas Ifaced Icriticism Ifrom Ivarious

Ischolars:

i. Causality IIssue I(Finance-Growth IDebate): ISome Ieconomists Iargue Ithat

Ieconomic Igrowth Ileads Ito Ifinancial Idevelopment, Irather Ithan Ithe Iother Iway

Iaround. IThis Ireverse Icausality Ichallenges Ithe Inotion Ithat Ifinancial Idevelopment

Iis Ia Iprerequisite Ifor Ieconomic Igrowth.

ii. Overemphasis Ion IFinancial IMarkets: ICritics Iargue Ithat Ithe Itheory Iplaces

Iexcessive Iimportance Ion Ifinancial Imarkets Iwhile Iunderestimating Iother

Igrowth Ifactors Isuch Ias Ihuman Icapital, Iinfrastructure, Iand Iindustrial Ipolicy.

iii. Institutional Iand IPolitical IConstraints: IThe Ieffectiveness Iof Ifinancial

Idevelopment Iin Idriving Igrowth Idepends Ion Ithe Iquality Iof Iinstitutions Iand

Igovernance. IWeak Iinstitutions, Icorruption, Iand Iregulatory Ifailures Ican

Ihinder Ithe Iexpected Ipositive Iimpact Iof Ifinancial Idevelopment.

iv. Financial ICrises Iand IMarket IFailures: IThe Itheory Idoes Inot Ifully Iaccount

Ifor Ifinancial Iinstability, Ibubbles, Iand Icrises. IExcessive Ifinancial

Iliberalization Ihas Isometimes Iled Ito Ieconomic Idownturns, Ias Iseen Iin Ithe

I2008 IGlobal IFinancial ICrisis.
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v. Neglect Iof IInformal IFinancial ISystems: IIn Ideveloping Ieconomies, Iinformal

Ifinancial Isystems Iplay Ia Isignificant Irole Iin Ifinancial Iintermediation, Iwhich

Ithe Itheory Idoes Inot Isufficiently Iaddress.

2.2.1.4 IRelevance Iof ILevine’s IFinancial IDevelopment ITheory Ito Ithe IStudy

Levine’s IFinancial IDevelopment ITheory Iis Ihighly Irelevant Ito Ithe Istudy Iof

Icapital Imarkets Ifundamentals Iand INigeria Ieconomic Igrowth Ias Ithe Ifollowing

Iways. I

i. Explains Ithe IRole Iof ICapital IMarkets Iin IEconomic IGrowth: IThe Itheory

Ihighlights Ihow Istock Imarkets Iand Ibond Imarkets Imobilize Iresources Ifor

Iinvestment, Ileading Ito Ihigher Ieconomic Ioutput. IBy Iimproving Iliquidity

Iand Iaccess Ito Icapital, Ifinancial Imarkets Ienhance Ieconomic Iproductivity

ii. Link Ibetween IFinancial IDevelopment Iand IEconomic IGrowth: IThe Itheory

Iprovides Ia Iframework Ito Ianalyze Ihow Ifinancial Ideepening I(such Ias Ian

Iincrease Iin Istock Imarket Icapitalization) Icontributes Ito IGDP Igrowth. IIn

INigeria, Ifinancial Isector Ireforms Ihave Ibeen Ilinked Ito Ieconomic Iexpansion,

Ias Ipredicted Iby ILevine’s Imodel.

iii. Impact Iof IFinancial IRegulation Ion ICapital IMarkets: IThe Itheory

Iunderscores Ithe Iimportance Iof Isound Ifinancial Iregulation Iin Iensuring

Iefficient Icapital Iallocation Iand Ipreventing Icrises. IRegulatory Ibodies Ilike
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Ithe ISecurities Iand IExchange ICommission I(SEC) Iplay Ia Icrucial Irole Iin

Imaintaining Imarket Istability.

iv. Encouraging IForeign Iand IDomestic IInvestment: IWell-functioning Ifinancial

Isystems Iattract Iforeign Idirect Iinvestment I(FDI) Iand Iinstitutional Iinvestors,

Ifueling Ieconomic Iexpansion. IIn INigeria, Ifinancial Idevelopment Ihas

Iencouraged Iforeign Iparticipation Iin Icapital Imarkets, Isupporting Iindustrial

Igrowth.

v. Application Ito IPolicymaking Iand IFinancial ISector IReforms: IPolicymakers

Iuse Iinsights Ifrom Ithe Itheory Ito Idesign Ifinancial Isector Ireforms Iaimed Iat

Iboosting Ieconomic Igrowth. IThe ICentral IBank Iof INigeria I(CBN) Iand

Iother Ifinancial Iregulators Iimplement Ipolicies Ito Ienhance Imarket Iefficiency

Ibased Ion Ithese Iprinciples.

2.2.2 IThe ISavings-Investment INexus

The ISavings–Investment INexus Ihighlights Ithe Iintrinsic Irelationship Ibetween Ithe

Iaccumulation Iof Isavings Iand Ithe Igeneration Iof Iinvestments Iwithin Ian Ieconomy.

IAt Iits Icore, Ithis Iconcept Iposits Ithat Ia Iwell-functioning Icapital Imarket Iserves Ias

Ia Icrucial Iintermediary Ithat Ibridges Isurplus Iunits I(savers) Iand Ideficit Iunits

I(investors). IIn Ithis Iframework, Ihouseholds Iand Ibusinesses Igenerate Isurplus Ifunds

Ithrough Isavings, Iwhich Iare Ithen Imobilized Iand Iredirected Iinto Iproductive

Iventures Ivia Ifinancial Iinstruments Itraded Iin Ithe Icapital Imarket. IA Irobust Icapital
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Imarket Iinfrastructure Iensures Ithe Iefficient Iallocation Iof Ithese Iresources, Ienabling

Iinvestments Iin Isectors Ithat Idrive Ieconomic Igrowth. IBy Ifacilitating Ithe Imovement

Iof Iidle Ifunds Iinto Icapital-intensive Iprojects, Ithe Inexus Iunderscores Ithe Irole Iof

Ifinancial Iintermediation Iin Ienhancing Inational Iproductivity Iand Ilong-term

Idevelopment.

2.2.2.1 IAssumptions Iof Ithe ISavings-Investment INexus

The Iassumptions Iof Ithe Itheory Iare.

Savings ILead Ito IInvestment: IThe Itheory Iassumes Ithat Ihigher Isavings Iresult Iin

Ihigher Iinvestments, Ileading Ito Icapital Iaccumulation Iand, Iconsequently, Ieconomic

Igrowth.

Perfect IIntermediation: ICapital Imarkets Iare Iassumed Ito Iefficiently Imobilize

Isavings Iand Iallocate Ithem Ito Ithe Imost Iproductive Iinvestment Iopportunities.

Investment IDrives IGrowth: IInvestments, Iparticularly Iin Iphysical Iand Ihuman

Icapital, Iare Ikey Idrivers Iof Ieconomic Igrowth.

2.2.2.2 ICriticisms Iof Ithe ISavings-Investment INexus

The Icriticisms Iof Ithe Itheory Iare Ias Ifollows.
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Causality IIssues: ICritics Iargue Ithat Ithe Idirection Iof Icausality Ibetween Isavings

Iand Iinvestment Iis Inot Ialways Iclear. ISome Isuggest Ithat Iinvestment Idrives

Isavings, Iparticularly Iin Igrowing Ieconomies, Iwhere Ithe Idemand Ifor Ifinancial

Iservices Iincreases Iwith Irising Iincomes.

Market IImperfections: IThe Iassumption Iof Iperfect Iintermediation Imay Inot Ibe Iheld

Iin Ideveloping Icountries, Iwhere Icapital Imarkets Ioften Iface Iissues Ilike Iinformation

Iasymmetry, Iinefficiency, Iand Ihigh Itransaction Icosts.

Lack Iof IConsideration Ifor IExternal IFinancing: IIn Ia Iglobalized Ieconomy, Icapital

Imarkets Iare Inot Isolely Ireliant Ion Idomestic Isavings Ifor Iinvestment. IForeign

Icapital Iinflows Ican Ialso Ifinance Iinvestments, Imaking Ithe Isavings-investment Ilink

Iweaker.

2.2.2.3 Relevance Iof Ithe ISavings-Investment INexus Ito ICapital IMarket Iand

IEconomic IGrowth

In Ithe Icontext Iof INigeria’s Ieconomy, Ithe Isavings-investment Inexus Itheory Iis

Irelevant Ias Icapital Imarkets Ican Iact Ias Ia Ibridge Ibetween Idomestic Isavings Iand

Iinvestment Ineeds. IEfficient Icapital Imarkets Ienhance Isavings Imobilization Iand

Idirect Ithese Ifunds Itoward Iproductive Iinvestments, Ispurring Ieconomic Igrowth.

IHowever, Ithis Irequires Ian Iefficient Ifinancial Isystem Iwith Ilow Ibarriers Ito

Iparticipation Ifor Isavers Iand Iborrowers.
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2.2.3 The ISupply-Leading IHypothesis I

The ISupply-Leading IHypothesis, Ioriginally Iadvanced Iby IPatrick IH.T. Iin I1966,

Iposits Ithat Ifinancial Idevelopment Iacts Ias Ia Icatalyst Ifor Ieconomic Igrowth.

IAccording Ito Ithis Iperspective, Ithe Iestablishment Iand Iexpansion Iof Ifinancial

Iinstitutions Isuch Ias Icapital Imarkets, Ibanks, Iand Iother Iintermediaries—precede

Iand Iactively Ipromote Ieconomic Idevelopment. IThese Ifinancial Isystems Imobilize

Isavings, Ilower Itransaction Icosts, Iand Iallocate Icapital Ito Ithe Imost Iproductive

Iinvestments. IThe Ihypothesis Iargues Ithat Iwhen Ia Icountry Iproactively Ibuilds Ia

Isound Ifinancial Iinfrastructure, Iit Icreates Ithe Iconditions Inecessary Ifor Isustained

Iinvestment Iand Iindustrial Iexpansion. IIn Ithis Isense, Ifinancial Idevelopment Iis Inot

Imerely Ia Ibyproduct Iof Ieconomic Igrowth Ibut Ia Istrategic Iinput Ithat Idrives Iit.

IThis Itheory Iunderpins Imany Idevelopment Ipolicies Iin Iemerging Ieconomies, Iwhere

Istrengthening Ifinancial Imarkets Iis Iseen Ias Ia Ipathway Ito Iaccelerated Igrowth Iand

Iimproved Icapital Iformation.

2.2.3.1 IAssumptions Iof Ithe ISupply-Leading IHypothesis I

The Ifollowing Iare Ithe Iassumptions Iof Ithe Itheory.

Financial IDevelopment IPrecedes IGrowth: IThis Itheory Iassumes Ithat Ifinancial

Isystems Imust Idevelop Ifirst Ito Idrive Ieconomic Igrowth.
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Efficient IMarkets: IWell-functioning Icapital Imarkets Iare Ipresumed Ito Imobilize

Isavings Iand Iprovide Icapital Ito Iproductive Isectors Iefficiently.

Access Ito ICapital IPromotes IInvestment: IThe Iassumption Iis Ithat Iaccess Ito

Ifinancial Iresources Istimulates Iinvestment Iin Iproductive Iactivities, Iwhich Idrives

Igrowth.

2.2.3.2 ICriticisms Ithe ISupply-Leading IHypothesis

The Icriticisms Iare; I I

Demand-Following IHypothesis: ICritics Iof Ithe Isupply-leading Ihypothesis Iargue

Ithat Ieconomic Igrowth Iitself Idrives Ithe Idevelopment Iof Ifinancial Imarkets. IThe

IDemand-Following IHypothesis Iposits Ithat Ias Ieconomies Igrow, Ithey Icreate

Idemand Ifor Imore Isophisticated Ifinancial Iservices, Ileading Ito Ithe Idevelopment Iof

Icapital Imarkets.

Timing Iand ISequence IIssues: IThere Iare Idebates Iabout Iwhether Ifinancial

Idevelopment Ishould Iprecede Ior Ifollow Ieconomic Igrowth, Iand Iwhether Icapital

Imarkets Iautomatically Ilead Ito Ibroader Ifinancial Iand Ieconomic Idevelopment Iin

Ideveloping Icountries. I

Potential Ifor IMisdirected IInvestments: IIn Icases Iwhere Icapital Imarkets Iare Inot

Ifully Ideveloped, I
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2.2.3.3 IRelevance Iof Ithe ISupply-Leading IHypothesis I

In Ithe INigerian Icontext, Ithe Isupply-leading Ihypothesis Isuggests Ithat Ideveloping Ia

Irobust Icapital Imarket Iinfrastructure Icould Icatalyze Ieconomic Igrowth Iby

Iproviding Inecessary Ifinancial Iresources Ifor Ibusinesses Iand Iindustries. IThis Itheory

Ihighlights Ithe Iimportance Iof Iproactive Ifinancial Idevelopment Ipolicies, Iincluding

Ireforms Ito Istrengthen Icapital Imarket Iefficiency.

2.3 Empirical IReview I

In Ithe Ibid Ito Iappropriately Ievaluate Ithe Iimpact Iof Icapital Imarket Ifundamentals

Ion Ieconomic Igrowth Iin INigeria, Ithe Ifollowing Iare Ithe Iempirical Iconsiderations.

Okey-Nwala I(2025) Iexplored Ihow Icapital Imarket Istructures Iinfluence Ithe

Iperformance Iof INigeria’s Iindustrial Isector. IUsing Iboth IOrdinary ILeast ISquares

I(OLS) Iregression Iand IGranger Icausality Itechniques, Ithe Istudy Ianalyzed Ithe

Ieffects Iof Ifive Iexplanatory Ivariables—Market ICapitalization I(MKC), IValue Iof

IShares ITraded I(VST), IAll IShare IIndex I(ASI), IShare Iof IDomestic IInvestment

I(SDI), Iand IRecurrent IEducation IExpenditure I(SRE)—on IIndustrial IGross

IDomestic IProduct I(IGDP). IThe IOLS Iestimation Irevealed Ithat IVST, IASI, ISDI,

Iand ISRE Iexert Istatistically Isignificant Iinfluences Ion IIGDP, Ihighlighting Ithe Iroles

Iof Imarket Iliquidity, Iinvestor Iperformance, Idomestic Icapital Iformation, Iand
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Ieducational Iinvestment Iin Idriving Iindustrial Ioutput. IMoreover, IGranger Icausality

Itests Iuncovered Ia Itwo-way Icausal Ilink Ibetween IASI Iand IIGDP, Ireinforcing Ithe

Ifinance-led Igrowth Ihypothesis. IIn Icontrast, Ia Ione-way Icausality Ifrom ISDI Iand

ISRE Ito IIGDP Iunderscored Ithe Iimportance Iof Idomestic Iinvestment Iand Ihuman

Icapital Iin Iindustrial Idevelopment. IThese Ioutcomes Isupport Ithe Iliterature

Iemphasizing Ithe Irelevance Iof Icapital Imarkets Iin Ichanneling Ifunds Ito Ithe Ireal

Isector, Iand Ithey Isuggest Ithe Ineed Ifor Ipolicy Iframeworks Ithat Istrengthen Imarket

Iliquidity Iand Isupport Ilong-term Ieducation Iand Iinvestment Istrategies.

In Ia Irelated Ianalysis, IBashiru I(2025) Iexamined Ihow Iselected Imacroeconomic

Iindicators—specifically, Ithe Imarket Icapitalization Iratio, Iinterest Irate, Iinflation,

Iand Iexchange Irate—affect INigeria’s IGDP Iover Itime. IEmploying Ian

IAutoregressive IDistributed ILag I(ARDL) Imodel, Ithe Istudy Iutilized Itime Iseries

Idata Iand Ifound Ia Imodel Ifit Iof IR² I= I0.9999, Iindicating Ithat Inearly Iall

Ivariations Iin IGDP Iwere Iaccounted Ifor Iby Ithe Ichosen Ivariables. IThe Iresults

Ishowed Ia Istatistically Isignificant Inegative Irelationship Ibetween Imarket

Icapitalization Iand IGDP, Iimplying Ithat Iincreased Icapitalization Idid Inot Itranslate

Iinto Igrowth. IThis Icounterintuitive Iresult Iwas Iattributed Ito Ipossible Iinefficiencies

Iwithin Ithe Icapital Imarket, Iincluding Iunderperforming Ifirms Iand Iregulatory

Ichallenges. IAdditionally, Ithe Iinterest Irate Iexhibited Ia Ipositive Ibut Istatistically

Iinsignificant Iinfluence Ion Igrowth, Iwhile Iinflation Ihad Ia Inegative Iand Ilikewise
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Iinsignificant Ieffect. IConversely, Ithe Iexchange Irate Iwas Iboth Ipositively Iand

Isignificantly Iassociated Iwith IGDP, Isuggesting Ipotential Ibenefits Ifrom Iexternal

Icompetitiveness Ior Ifavorable Icurrency Ipolicy. IThese Ifindings Isuggest Ithat Iwhile

Imonetary Ivariables Ihave Ivarying Iimpacts, Ithe Icapital Imarket’s Icontribution Ito

Igrowth Imay Ibe Iconstrained Iby Isystemic Iweaknesses Irequiring Istructural Ireform

Iand Iimproved Iregulation.

Ahmed Iet Ial. I(2024), Iin Ia Istudy Ititled I"The IImpact Iof Ithe ICapital IMarket Ion

IEconomic IGrowth Iin INigeria: IAn IEmpirical IAnalysis," Iexamined Ithe Ilong-term

Iand Ishort-term Iinteractions Ibetween Icapital Imarket Iindicators Iand Ieconomic

Iperformance Iusing Idata Ifrom I2000 Ito I2020. IEmploying Ithe IVector IError

ICorrection IModel I(VECM), Ithe Istudy Iidentified Ia Isignificant Iand Ipositive Ilong-

run Iassociation Ibetween Icapital Imarket Idevelopment Iand IGDP Igrowth.

ISpecifically, Ivariables Isuch Ias Imarket Icapitalization, Iturnover Iratio, Iand Ithe

Inumber Iof Ilisted Ifirms Iemerged Ias Icritical Idrivers Iof Ioutput Iexpansion. IThe

Ifindings Ireinforce Ithe Iproposition Ithat Ia Iliquid Iand Iwell-diversified Icapital

Imarket Isupports Ieconomic Igrowth Iby Iimproving Icapital Iallocation Iefficiency,

Ideepening Ifinancial Iintermediation, Iand Ienhancing Iaccess Ito Ilong-term Ifunding

Ifor Ibusinesses.

Ariyo Iet Ial., I(2024), Ithe Istudy Iexplored Ithe Iimpact Iof Ithe Icapital Imarket Ion

INigeria's Ieconomic Igrowth Ifrom I1990 Ito I2022. ISpecifically, Iit Iexamined Ithe
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Ieffects Iof Imarket Icapitalization Ion Ieconomic Igrowth, Ianalyzed Ithe Iinfluence Iof

Ithe Iall-share Iindex, Iand Iassessed Ithe Iimpact Iof Iinflation Ion Igrowth. IGross

IDomestic IProduct I(GDP) Iwas Iused Ias Ia Iproxy Ifor Ieconomic Igrowth I(dependent

Ivariable), Iwhile Imarket Icapitalization I(MCAP), Iall-share Iindex I(ASI), Iand

Iinflation Irate I(INFR) Iserved Ias Iindependent Ivariables. IThe Istudy Iemployed Ithe

IAuto-Regressive IDistributed ILag I(ARDL) Imodel Ifor Ianalysis. IThe Ifindings

Irevealed Ithat Imarket Icapitalization Ihas Ia Ipositive Iand Isignificant Irelationship

Iwith IGDP Iin Ithe Ilong Irun. IThe Iall-share Iindex Iwas Ipositively Ibut

Iinsignificantly Irelated Ito IGDP, Iwhile Ithe Iinflation Irate Ialso Iexhibited Ia Ipositive

Ibut Iinsignificant Irelationship Iwith IGDP Iin Ithe Ilong Irun. IThe Istudy Iconcluded

Ithat Ithe Icapital Imarket Ihas Ia Ipositive Ibut Iinsignificant Iimpact Ion INigeria's

Ieconomic Igrowth Iover Ithe Ilong Iterm. IConsequently, Ithe Istudy Irecommended

Ithat Ithe Igovernment Ishould Iimplement Ipolicies Ito Istabilize Ishare Iprices Iand

Iencourage Iboth Idomestic Iand Iforeign Iinvestor Iparticipation Iin Ithe Icapital Imarket.

IAdditionally, Igreater Iemphasis Ishould Ibe Iplaced Ion Ifinancial Isector Idevelopment,

Iparticularly Icapital Imarket Ienhancement, Ito Ifoster Ieconomic Igrowth. IFurthermore,

Iregulatory Iauthorities Ishould Iactively Imonitor Iand Imanage Ithe Icountry’s Iinflation

Irate.

Ogieva Iand IOsayi I(2024), Iexamined Ithe Irelationship Ibetween Iforeign Icapital

Ioutflows Iand Istock Imarket Iperformance Iin INigeria Ifrom I1986 Ito I2021.
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IVariables Isuch Ias Iforeign Idirect Iinvestment Ioutflow I(FDIO), Iforeign Iportfolio

Iinvestment Ioutflow I(FPIO), Iforeign Iremittance Ioutflow I(FRO), Iofficial

Idevelopment Iassistance Ioutflow I(ODAO), Iinterest Irate I(INTR), Iand Iinflation Irate

I(INFR) Iwere Ianalyzed Iusing Ithe Iautoregressive Idistributed Ilags I(ARDL) Imodel.

IAugmented IDickey-Fuller I(ADF) Iunit Iroot Itests Iconfirmed Ithe Iproperties Iof Ithe

Itime Iseries Idata. ITheir Ifindings Idemonstrated Ithat IFDIO Iand IODAO Ihad

Isignificant Inegative Ieffects Ion Istock Imarket Iperformance, Iwhile IFPIO Iand IINTR

Ishowed Iweak Ipositive Irelationships. IInflation Idid Inot Isignificantly Iimpact Istock

Imarket Iperformance. IThe Istudy Irecommended Iimproving INigeria's Iinvestment

Iclimate Iand Iimplementing Ipolicies Ito Ireduce Icapital Ioutflows, Iparticularly Iin Ithe

Iform Iof Iremittances.

Akinbola I(2024) Iexamined Ithe Iinfluence Iof Icapital Imarket Iperformance Ion

INigeria’s Ieconomic Igrowth Iusing Ia Imultiple Iregression Iframework Igrounded Iin

Imacro-financial Itheory. IDrawing Ion Iannual Idata Ispanning I1981 Ito I2019—

sourced Ifrom Ithe INigerian IStock IExchange, Ithe ISecurities Iand IExchange

ICommission, Iand Ithe ICentral IBank Iof INigeria—the Istudy Imodeled Ithe

Irelationship Ibetween Ifour Icore Icapital Imarket Iindicators I(market Icapitalization,

Iall-share Iindex, Itotal Itransaction Ivalue, Iand Inumber Iof Ilisted Isecurities) Iand Ireal

IGross IDomestic IProduct I(RGDP), Ithe Iproxy Ifor Ieconomic Igrowth.



68

The Iempirical Ianalysis Iwas Isituated Iwithin Iseveral Itheoretical Iperspectives,

Iincluding Ithe Ineoclassical Iand Iendogenous Igrowth Imodels, IEfficient IMarket

IHypothesis I(EMH), IArbitrage IPricing ITheory I(APT), IModern IPortfolio ITheory

I(MPT), Iand Ithe ICapital IAsset IPricing IModel I(CAPM). IEstimation Iwas Icarried

Iout Iusing Ithe IOrdinary ILeast ISquares I(OLS) Itechnique, Isupported Iby Idiagnostic

Itests Ito Ivalidate Ithe Imodel. IThese Iincluded Ithe IAugmented IDickey-Fuller I(ADF)

Itest Ifor Istationarity, Ithe IBreusch-Pagan-Godfrey Itest Ifor Iheteroskedasticity, Iand

Ithe ICUSUM Itest Ifor Iparameter Istability.

The Iresults Irevealed Ithat Iapproximately I97.9% Iof Ivariations Iin IRGDP Iwere

Iaccounted Ifor Iby Ithe Iselected Icapital Imarket Ivariables, Iwith Imarket

Icapitalization Iand Ithe Iall-share Iindex Iproving Ito Ibe Istatistically Isignificant

Ideterminants Iof Ilong-term Ieconomic Igrowth Iat Ithe I5% Ilevel. IThe Iadjusted IR-

squared Ivalue Iof I97.6% Iconfirmed Ithe Istrength Iand Iexplanatory Ipower Iof Ithe

Imodel. IFurthermore, Ithe Ispeed Iof Iadjustment Itoward Ilong-run Iequilibrium Iwas

Iestimated Iat I98%, Isuggesting Ia Ihighly Iresponsive Isystem.

Despite Isome Ideviations Ifrom Itheoretical Iexpectations, Ithe Ifindings Iaffirmed Ithe

Icritical Irole Iof Imarket Icapitalization Iand Iindex Iperformance Iin Idriving INigeria’s

Ieconomic Idevelopment. IThe Istudy Iconcluded Iwith Istrategic Ipolicy Isuggestions

Iaimed Iat Ienhancing Icapital Imarket Ieffectiveness Iand Ialigning Ifinancial Imarket

Igrowth Imore Iclosely Iwith Inational Idevelopment Iobjectives.
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Maduabuchi Iet Ial., I(2023), Ianalyzed Ithe Iimpact Iof Icapital Imarket Idevelopment

Ion INigeria’s Ieconomic Igrowth Iusing Iquarterly Idata Ifrom I1981 Ito I2021 Iand

Iquantile Iregression Itechniques. ITheir Ifindings Irevealed Ithat Iwhile Ithe IAll-Share

IIndex Ihad Ia Inegative Iimpact Iat Ithe I0.10 Iquantile, Iit Ishowed Ipositive

Isignificance Iat Ihigher Iquantiles I(0.50, I0.60, I0.70, I0.80, Iand I0.90). IMarket

Icapitalization Iexhibited Ipositive Iimpacts Iat Iall Iquantiles, Ithough Isignificance

Ivaried. IThe Istudy Irecommended Istronger Iregulation Iand Iinstitutional Istability Iin

Ithe Icapital Imarket Ito Ienhance Igrowth.

Olarinre Iet Ial., I(2023), Iassessed Ithe Ieffect Iof Ithe INigerian Istock Iexchange Ion

Ieconomic Idevelopment Iusing Itime-series Idata Ifrom I1986 Ito I2021. ITheir Iresults,

Iderived Ifrom IARDL Ico-integration Ianalysis Iand Ian Ierror Icorrection Imodel,

Iindicated Ia Isignificant Ipositive Ilong-run Irelationship Ibetween Imarket

Icapitalization, Itransaction Ivalue, Iand Ieconomic Igrowth. IThey Isuggested Ithat Ithe

ISecurities Iand IExchange ICommission I(SEC) Ishould Iintroduce Itechnological

Iadvancements Ito Iboost Imarket Iefficiency.

Yakubu I(2023), Iexamined Ithe Ilink Ibetween Icapital Imarket Icapitalization Iand

Ieconomic Igrowth Ifrom I1990 Ito I2021 Iusing IOLS Iand Icointegration Itests. IThe

Istudy Irevealed Ia Ipositive Iand Isignificant Irelationship Ibetween Imarket

Icapitalization Iand Ieconomic Igrowth, Iwith Iunidirectional Icausality Iflowing Ifrom
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Imarket Icapitalization Ito IGDP. IIt Irecommended Ipolicies Ito Iboost INigeria’s

Icapital Imarket Iand Ioverall Ifinancial Isystem. I

Abayomi Iand IYakubu I(2022) Iexplored Ithis Irelationship Iover Ia Ilonger Itimeframe

I(1990–2020) Iusing Ithe IAutoregressive IDistributed ILag I(ARDL) Iapproach. ITheir

Istudy Iincorporated Ia Ibroader Iset Iof Ivariables, Iincluding Iequity Iinstruments,

Igovernment Isecurities, Ibonds, Ipreference Ishares, Iand IForeign IDirect IInvestment

I(FDI). IThe IARDL Ibounds Itest Iconfirmed Ia Istable Ilong-run Irelationship, Iwith

Iequity Iand Igovernment Istock Iexhibiting Istrong Ipositive Ieffects Ion IGDP.

IHowever, Ibonds Iand Ipreference Ishares Ishowed Ia Imarginally Inegative Iassociation,

Ihighlighting Ithe Idifferential Iimpact Iof Ivarious Ifinancial Iinstruments Ion Igrowth

Ioutcomes.

Omimakinde Iand IOtite I(2022) Iadopted Ian IOrdinary ILeast ISquares I(OLS)

Iframework Ito Iassess Icapital Imarket Ireforms Ifrom I1985 Ito I2020. ITheir Ianalysis

Irevealed Ithat Imarket Icapitalization, Iinterest Irates, Iand Itrading Ivolume I(proxied

Iby Ithe Inumber Iof Ideals) Ipositively Iinfluenced IGDP. IConversely, Ithe Iall-share

Iindex, Inumber Iof Ilisted Icompanies, Itransaction Ivalues, Iand Iinflation Iwere Ifound

Ito Ihinder Igrowth. IThese Ifindings Iimply Ithat Iwhile Imarket Idepth Ienhances

Ieconomic Iperformance, Iexcessive Ispeculation I(reflected Iin Iindex Ivolatility) Iand

Iinflationary Ipressures Imay Iundermine Ithese Ibenefits.
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Omodero Iand IAlege I(2022) Ievaluated Ithe Igrowth Iimpact Iof Idifferent Igovernment

Ibonds Ibetween I2003 Iand I2019. IMultiple Iregression Ianalysis Iindicated Ithat

IFederal IGovernment Ibonds Iand ITreasury Ibills Isignificantly Iboosted IGDP,

Iwhereas ITreasury Ibonds Iand Iinflation Iexerted Iadverse Ieffects. IThis Iunderscores

Ithe Iimportance Iof Idebt Iinstrument Idesign Iand Imacroeconomic Istability Iin

Ishaping Igrowth Ioutcomes.

Ihenetu Iand IIwo I(2022) Ianalyzed Idata Ifrom I1999 Ito I2020 Iusing IOLS, Ifinding

Ithat Imarket Icapitalization Ipositively Iaffected IGDP, Iwhile Ithe Iall-share Iindex Ihad

Ia Inegative Ieffect. INew Icapital Iraised Ithrough Iequity Iissuances Ishowed Ino

Isignificant Iimpact, Isuggesting Ithat Isecondary Imarket Iliquidity I(rather Ithan

Iprimary Imarket Iactivity) Imay Ibe Imore Icritical Ifor Igrowth Iin INigeria's Icontext.

Umar I(2022) Ithe Istudy Iexamines Ithe Irelationship Ibetween Icapital Imarket

Iperformance Iand Ieconomic Igrowth. IThe Istudy, Iusing Ithe ISystematic IQuantitative

IAssessment ITechnique I(SQAT), Imeticulously Ireviews I51 Ipeer-reviewed Ijournal

Iarticles, Ifocusing Iprimarily Ion Iworks Iconducted Iwithin INigeria, Iwhile Ialso

Iincluding Istudies Ifrom Iother Iglobal Iregions. IThe Iprimary Iobjective Iwas Ito

Iidentify Irecurring Ithemes, Imethodologies, Iand Iresearch Igaps Iin Ithe Iexisting

Iliterature Ion Icapital Imarkets Iand Itheir Iinfluence Ion Ieconomic Iperformance. IThe

Ifindings Ireveal Ithat Imost Iof Ithe Istudies Ireviewed Iaffirm Ia Istrong Ilinkage

Ibetween Icapital Imarket Idevelopment Iand Ieconomic Igrowth, Ialthough Ithe Istrength
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Iand Inature Iof Ithis Irelationship Ivary Iacross Icountries. IThis Ivariation Iis Ilargely

Iattributed Ito Idifferences Iin Ithe Ilevel Iof Idevelopment, Istructure, Iand Iefficiency

Iof Icapital Imarkets Iin Idifferent Iregions. IFor Iinstance, Iwhile INigerian-based

Istudies Ioften Ireport Isignificant Iimpacts Iof Imarket Iindicators Isuch Ias Imarket

Icapitalization Iand Iturnover Iratio Ion IGDP Igrowth, Istudies Ifrom Imore Ideveloped

Ieconomies Iprovide Imore Inuanced Ior Isometimes Imixed Ioutcomes. IDespite Ithe

Idiversity Iof Ifindings, Ithere Iis Ia Icommon Iconsensus Ithat Icapital Imarkets Iplay Ia

Ivital Irole Iin Ieconomic Idevelopment Ithrough Imobilization Iof Ilong-term Ifunds Iand

Iresource Iallocation. IOne Iof Ithe Ilimitations Inoted Iin IUmar’s Istudy Iis Ithe

Irestricted Iaccess Ito Ihigh-quality Iacademic Idatabases, Iwhich Iled Ito Ia Ireliance Ion

IGoogle IScholar Ifor Isourcing Irelevant Iliterature. IThis Ilimitation, Iwhile Inecessary,

Imay Iaffect Ithe Icomprehensiveness Iand Iacademic Irigor Iof Ithe Ireview.

INevertheless, Ithe Istudy Icontributes Isignificantly Ito Iunderstanding Ithe Ilandscape

Iof Icapital Imarket Iresearch Iand Iidentifies Ia Igrowing Ischolarly Iinterest Iin

Iexamining Icapital Imarkets Ias Imechanisms Ifor Ipromoting Isustainable Ieconomic

Igrowth. IThe Istudy Iconcludes Iby Irecommending Ifurther Iempirical Iinvestigation

Iinto Icapital Imarkets, Iespecially Iin Ideveloping Icountries, Iwhere Iinstitutional

Iweaknesses Iand Imarket Iinefficiencies Imay Iobscure Ithe Itrue Ipotential Iof Ithese

Ifinancial Isystems. IThe Istudy Icalls Ifor Ienhanced Idata Iaccessibility Iand Ibroader

Iregional Ifocus Iin Ifuture Iresearch Ito Istrengthen Ithe Iglobal Iunderstanding Iof

Icapital Imarket Idynamics Iand Itheir Iimplications Ifor Ieconomic Ipolicy Iformulation.
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Olawoye I(2022), Iemployed Imultiple Iregression Ianalysis Ito Iexamine Iwhether

Icapital Imarket Iindices Isignificantly Iimpacted INigerian Ieconomic Igrowth, Ias

Imeasured Iby IGDP. IThe Istudy Irevealed Ia Ipositive Irelationship Ibetween Ithe

Icapital Imarket Iand Ieconomic Igrowth, Iand Isuggested Imeasures Isuch Ias Iattracting

Imore Iforeign Iinvestors, Iutilizing Iadvanced Itechnologies Ilike Iautomated Itrading,

Iand Iboosting Imarket Iconfidence Ito Iaddress Ideclining Imarket Icapitalization.

Bello Iet Ial., I(2022), Iexamined Ithe Irelationship Ibetween Icapital Imarket

Iperformance Iand Ieconomic Idevelopment Iin Iemerging Ieconomies Ifrom I2012 Ito

I2022, Iusing Ia Iqualitative Idescriptive Isynthesis. ITheir Istudy Irevealed Ithat I30%

Iof Iempirical Ifindings Idid Inot Ialign Iwith Iexpectations, Iwith Iinconsistent Iresults

Idue Ito Ithe Iuse Iof Ivarious Imethodologies. IThey Isuggested Iencouraging Idomestic

Icapital Iproduction Ito Ifinance Ienterprises Iand Istandardizing Iresearch Imethods Ito

Iensure Iconsistency Iin Ifindings.

Usman I(2021), Iinvestigated Ithe Irelationship Ibetween INigeria’s Icapital Imarket Iand

Ieconomic Idevelopment Ifrom I2012 Ito I2021, Iemploying Ithe ISoftware IQuality

IAssurance Iand ITesting I(SQAT) Imethod. IThe Ifindings Ishowed Ithat Ithe Icapital

Imarket Ihad Ia Isignificant Iimpact Ion IGDP Igrowth, Ibut Ivariations Iwere Inoted

Iacross Idifferent Istates Idue Ito Ithe Imaturity Iof Iglobal Ifinancial Imarkets. IThe

Istudy Iemphasized Ithe Iimportance Iof Icapital Imarket Ihealth Iin Idriving Ieconomic

Iprogress.
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Fapetu Iet Ial., I(2021), Iinvestigated Ithe Iperformance Iof INigeria's Icapital Imarket

Iand Iits Irelationship Iwith Imacroeconomic Iindicators Ifrom I1993 Ito I2020 Iusing Ia

Ivector Ierror Icorrection Imodel. ITheir Iresults Ishowed Ia Isignificant Ilong-term

Irelationship Ibetween Imacroeconomic Idynamics Iand Icapital Imarket Iperformance.

IThe Istudy Ialso Ihighlighted Ithe Iapplicability Iof IArbitrage IPricing ITheory I(APT)

Iin INigeria.

Emmanuel Iet Ial., I(2021), Iinvestigated Ithe Ieffect Iof Ithe Icapital Imarket Ion

Ieconomic Idevelopment Iin INigeria Iand ISouth IAfrica, Iusing Ithe Ihuman

Idevelopment Iindex I(HDI) Ias Ia Iproxy Ifor Ieconomic Idevelopment. IThe Istudy

Icovered Ithe Iperiod Ifrom I1990 Ito I2018 Iand Iused Iseveral Ieconometric Itests,

Ifinding Ia Ipositive Ibut Iinsignificant Irelationship Ibetween Imarket Icapitalization

Iand Ieconomic Idevelopment Iin Iboth Icountries. IHowever, Ithe IHDI Iwas

Isignificantly Iinfluenced Iby Ithe Ivalue Iof Isecurities Itraded Iand Istock Imarket

Iturnover Iratio Iin Iboth Inations. IWhile Ithe Iall-share Iindex Inegatively Iimpacted

IHDI Iin INigeria, Iit Ihad Ia Ipositive Iand Isignificant Ieffect Iin ISouth IAfrica. IThe

Istudy Irecommended Ipolicies Ito Iattract Ilocal Iand Iforeign Iparticipants Ito Ithe

Icapital Imarkets Ito Idrive Ieconomic Idevelopment.

Celina Iet Ial., I(2021), Iexamined Ithe Iimpact Iof Ithe Icapital Imarket Ion INigeria's

Ieconomy, Iusing Ithe IVector IError ICorrection IModel Iand ICointegration Itest. IThey

Ifound Ia Ipositive Ibut Istatistically Iinsignificant Ieffect Iof Imarket Icapitalization Iand
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Ithe Iall-share Iindex Ion INigeria's IGDP, Irecommending Ithat Ithe Igovernment

Istabilize Ishare Iprices Ito Iencourage Iboth Ilocal Iand Iforeign Iinvestment, Iwhich

Iwould Iin Iturn Iboost Imarket Icapitalization Iand Ithe Iall-share Iindex, Ibenefiting Ithe

Ieconomy.

Udo Iet Ial. I(2021), Ianalyzed Ithe Ieffect Iof Ifinancial Imarket Iexpansion Ion

INigeria's Ieconomic Igrowth Ifrom I1983 Ito I2016, Iusing Ithe IAugmented IDickey-

Fuller Iunit Iroot Itest Iand IARDL Ibounds Itest. ITheir Ifindings Iindicated Ithat Ithe

IAll-Share IIndex Iand Inumber Iof Ilisted Isecurities Isignificantly Iimpacted Iboth

Ishort- Iand Ilong-term Ieconomic Igrowth. IThey Irecommended Ithe Iremoval Iof Itax,

Ilegal, Iand Iregulatory Ibarriers Ithat Ihinder Iinvestment Iand Iurged Ithe Igovernment

Ito Iensure Ipolicy Iconsistency Ito Iboost Iinvestor Iconfidence Iand Isupport Icapital

Imarket Idevelopment.

Adolphus Iand ISamuel I(2021), Iexplored INigeria's Icapital Imarket Idevelopment Iand

Ieconomic Igrowth Ifrom I1981Q1 Ito I2017Q4, Iusing Ithe IAugmented IDickey-Fuller

ITest Iand IVector IAuto IRegression. ITheir Iresults Ishowed Ithat Imarket

Icapitalization Iproportion Isignificantly Ipredicted Ifinancial Idevelopment I(p I=

I0.0205), Iwhile Istock Ipercentage Iand Ibanking Iframework Icapitalization Ihad

Iminimal Iimpact Ion Ireal IGDP, Isuggesting Ithat Imarket Icapitalization Iplays Ia

Icentral Irole Iin INigeria's Icapital Imarket.
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Imade I(2021), Icompared Ithe Iperformance Iof Ithe IU.S. Iand INigerian Icapital

Imarkets Iand Itheir Iimpact Ion IGDP Igrowth Ifrom I1990 Ito I2017, Iusing Ian Ierror

Icorrection Imodel Iand Icointegration Ianalysis. IThe Istudy Ifound Ithat Igross Ifixed

Icapital Iformation Iwas Ithe Ionly Ifactor Ithat Iinfluenced INigeria’s Ieconomic

Idevelopment Iin Iboth Ithe Ishort Iand Ilong Iterm, Irecommending Istronger Iregulation

Iof Ithe Icapital Imarket Ito Iensure Ilong-term Igrowth.

Ibrahim Iand IMohammed I(2022) Iexplored Ithe Irelationship Ibetween Icapital Imarket

Ioperations Iand Ieconomic Igrowth Iusing Iquarterly Idata Ifrom I2009 Ito I2018. IThey

Iconcluded Ithat Imarket Icapitalization, Istock Ivalue, Iand Ithe IAll-Share IIndex

Ipositively Iimpacted IGDP, Iwith Ievery Iincrease Iin Imarket Icapitalization

Isignificantly Iraising IGDP.

Adolphus Iand IDibiah I(2021), Iexplored Ithe Irelationship Ibetween Icapital Imarket

Idevelopment Iand Ieconomic Igrowth Iin INigeria Ifrom I1981 Ito I2017, Iusing Ithe

IVector IAuto IRegression I(VAR) Iestimation Imethod. ITheir Istudy Ifound Ithat Istock

Iproportion Iand Ibanking Iframework Icapitalization Iratio Iwere Iinsignificant Iin

Idetermining INigeria's IGDP. IIn Icontrast, IOkpoto I(2015) Ianalyzed Ithe Iimpact Iof

Icapital Imarket Iperformance Ion INigerian Ieconomic Igrowth Ifrom I1980 Ito I2013,

Iconcluding Ithat Ithe Icapital Imarket Iand Ieconomic Igrowth Iwere Ico-integrated, Iand

Iindicating Ilong-run Iequilibrium Ibetween Ithe Itwo.
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Algaeed I(2021) Iconducted Ia Istudy Ianalyzing Ithe Iimpact Iof Icapital Imarket

Idevelopment Ion ISaudi IArabia's Ieconomic Igrowth, Iusing Iannual Itime-series Idata

Ifrom I1985 Ito I2018. IThe Iresearch Imeasured Ieconomic Idevelopment Ithrough Iper

Icapita IGDP, Iwhile Icapital Imarket Iperformance Iwas Iassessed Iusing Ivariables

Isuch Ias Ithe Ishare Iprice Iindex, Imarket Icapitalization, Iliquidity, Ithe Inumber Iof

Ishare Itransactions, Iand Ithe Ivolume Iof Ishares Itraded. IThe Istudy Iemployed

Ieconometric Itechniques, Iincluding Ithe IAutoregressive IDistributed ILag I(ARDL)

Imodel, IFully IModified IOrdinary ILeast ISquares I(FMOLS), Iand IJohansen

Icointegration Itests. IThe Ifindings Irevealed Ithat Imarket Icapitalization Iand Iliquidity

Ihad Ia Inegative Ieffect Ion Igrowth, Iwhereas Ithe Ishare Iprice Iindex, Ithe Inumber Iof

Ishares Itraded, Iand Itransaction Ivolume Iexhibited Ipositive Iimpacts, Ialigning Iwith

Itheoretical Iexpectations. IHowever, Ia Ilimitation Iof Ithis Istudy Iwas Iits Ireliance Ion

Iyearly Idata Iand Ithe Iexclusion Iof Ireal IGDP Ias Ia Igrowth Iindicator.

Imade I(2021) Iinvestigated Ithe Irelationship Ibetween Icapital Imarket Iperformance

Iand Ieconomic Igrowth Iin INigeria Iand Ithe IUnited IStates Ifrom I1990 Ito I2017.

IUsing Icointegration Ianalysis Iand Ithe Ierror Icorrection Imodel I(ECM), Ithe Istudy

Ifound Ithat Ionly Igross Ifixed Icapital Iformation Ihad Ia Isignificant Iinfluence Ion

INigeria’s Ieconomic Igrowth Iin Iboth Ithe Ishort Iand Ilong Irun. IThe Iresearch

Irecommended Istronger Igovernment Ioversight Iof Icapital Imarket Ioperations Ito

Ienhance Itheir Icontribution Ito Ieconomic Idevelopment. IHowever, Ia Ikey Ilimitation
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Iwas Ithe Iuse Iof Iannual Itime-series Idata Iwith Ifewer Ithan I30 Iobservations, Iwhich

Ifalls Ishort Iof Ithe Istandard Irequirement Ifor Irobust Itime-series Ianalysis.

Tan Iand IShafi I(2021) Iexplored Ithe Iimpact Iof IMalaysia’s Icapital Imarket Ion

Ieconomic Igrowth Iusing Iquarterly Idata Ifrom IQ1 I1998 Ito IQ4 I2018. IEconomic

Igrowth Iwas Iproxied Iby Iper Icapita Ireal IGDP, Iwhile Icapital Imarket Ivariables

Iincluded ISukuk Ibonds, Istock Imarket Icapitalization, Itotal Istock Iturnover, Ireal

Isavings, Iand Iemployment Igrowth Irates. IThe IAutoregressive IDistributed ILag

I(ARDL) Ibounds Itest Iconfirmed Ia Ilong-run Iequilibrium Irelationship Ibetween

Icapital Imarket Idevelopment Iand Ieconomic Igrowth. IThis Istudy Iadopted Ia

Iquantitative Iapproach Iwith Iquarterly Itime-series Idata, Iproviding Ia Imore Igranular

Ianalysis Icompared Ito Iannual Idata Istudies.

Grbic I(2020) Ianalyzed Ithe Irelationship Ibetween Istock Imarket Idevelopment Iand

Ieconomic Igrowth Iin ISerbia Iusing Iquarterly Itime-series Idata Ifrom IQ1 I2000 Ito

IQ4 I2018. IReal IGDP Iwas Ithe Idependent Ivariable, Iwhile Ithe Iindependent

Ivariables—market Icapitalization, Itotal Ivalue Iratio, Iand Iturnover Iratio—were

Iexamined Iusing Ia IVector IAutoregressive IModel Iwith Ithe IToda-Yamamoto-

Dolado-Lutkepohl Iapproach Ifor IGranger Icausality. IThe Istudy Ifound Ia

Iunidirectional IGranger Icausality Ifrom Istock Imarket Idevelopment Ito Ieconomic

Igrowth.
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Onisanwa Iand IAdaji I(2020), Iinvestigated Istock Imarket Idevelopment Iand

Iinvestment Igrowth Iin INigeria, Iemploying Ithe IAutoregressive IDistributed ILag

I(ARDL) Imodel Ito Iassess Ithe Ilong-run Irelationship Ibetween Ithe Itwo. IGross

Icapital Iformation Iserved Ias Ia Iproxy Ifor Iinvestment Igrowth, Iwhile Imarket

Icapitalization Iratio, Itotal Ivalue Itraded Iratio, Iand Iturnover Iratio Irepresented Istock

Imarket Iindicators. IUsing Idata Ifrom I1981 Ito I2018, Ithe Istudy Irevealed Ithat Ithe

Iturnover Iratio Ihad Ia Inegative Iand Isignificant Iimpact Ion Iinvestment Igrowth,

Iwhile Ithe Itotal Ivalue Itraded Iratio Ihad Ia Ipositive Iand Isignificant Ieffect Ion Igross

Icapital Iformation Iboth Iin Ithe Ishort Iand Ilong Irun.

Stephen Iand IAjayi I(2020), Ievaluated Ithe Irelationship Ibetween INigeria's Icapital

Imarket Iand IGDP Igrowth Ifrom I2000 Ito I2018, Iusing IPearson Icorrelation,

IOrdinary ILeast ISquares I(OLS), Iheteroskedasticity, Iand IRamsey Ireset Itests. IThe

Iresults Iindicated Ithat Imarket Icapitalization Iand Ithe Iall-share Iindex Ihad Ia

Ipositive Ibut Istatistically Iinsignificant Ieffect Ion Ieconomic Igrowth, Iwhile Ithe Itotal

Itransaction Ivalue Ishowed Ia Ipositive Iand Isignificant Icorrelation. IThe Iauthors

Irecommended Iimmediate Icapital Imarket Ireforms, Iemphasizing Iits Irole Iin

Imobilizing Imedium- Ito Ilong-term Icapital Ifor Iinvestment Iand Ifostering Ieconomic

Igrowth.

Preye Iand IBingilar I(2020), Istudied Ithe Ilink Ibetween INigeria's IGDP Igrowth Iand

Icapital Imarket Idevelopment Ifrom I2008 Ito I2018 Iusing Imultiple Iregression
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Ianalysis. IThey Ifound Ithat Istock Imarket Igrowth Ipositively Iand Isignificantly

Iimpacted IGDP Igrowth, Ithough Ithe Irelationship Iwas Irelatively Iweak. IThe Iauthors

Iadvised Ithe Igovernment Ito Idiscourage Istock Ihoarding Iand Ienhance Ithe

Icommunication Iinfrastructure Ito Iimprove Imarket Iefficiency. IInvestments Iin

Iinfrastructure Iwere Ialso Irecommended Ito Iboost Icorporate Iperformance Iand

Ieconomic Ioutput.

Ubesie Iet Ial. I(2020), Iexamined Ithe Ieffect Iof INigeria's Icapital Imarket Ion

Ieconomic Idevelopment Ifrom I1990 Ito I2018, Iusing IAutoregressive IDistributed ILag

IBounds ITesting IApproach Ifor ICointegration I(ARFF) Iand IError ICorrection IModel

I(ECM) Itests. IAll Ivariables, Iexcept Ifor Ithe Ilabor Iforce, Iwere Ifound Ito Ibe

Istatistically Isignificant Iin Iexplaining Ieconomic Idevelopment. IThe Istudy Iconcluded

Ithat Ithe Imodel Iused Iwas Ian Iappropriate Ifit Ifor Ithe Ivariables Iand Irecommended

Igovernment Iinitiatives Ito Iimprove Iliving Istandards.

Keji I(2020), Iassessed Ithe Iimpact Iof Ithe INigerian Icapital Imarket Ion Ieconomic

Idevelopment Ifrom I1980 Ito I2017, Iemploying Ibound Icointegration Iand Ian Iauto-

regressive Idistribution-lag Imodel. IThe Ifindings Ishowed Ia Ilong-term Irelationship

Ibetween Ithe Icapital Imarket Iand IGDP Igrowth. IThe Istudy Irecommended

Ienhancing Imarket Itechnology Iinfrastructure Ito Isimplify Itransactions, Ipromote

Iinternationalization, Iand Iincrease Icompetition. IAdditionally, Iregulatory Iauthorities

Ilike Ithe ISEC Iwere Iurged Ito Itighten Ioversight Ito Ireduce Ifraudulent Iactivities.
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Agundu Iet. Ial. I(2018), Istudied Ithe Ifactors Iinfluencing Istock Iprices Iin Icapital

Imarkets Iare Inumerous Iand Ivaried, Iprompting Iresearchers Iin Iaccounting Iand

Ifinance Ito Iperiodically Iinvestigate Ithem Iwith Ia Icontextual Ifocus. IFrom Ibasic

Iphilosophical Iapproaches Ito Imore Iadvanced Ieconometric Imethods, Ianalysts Ifrom

Idifferent Ischools Iof Ithought Ihave Iexplored Ithis Itopic, Iproducing Ia Irange Iof

Ioutcomes. IWhile Isome Ifactors Iare Icommonly Iobserved Iacross Imost Istock

Imarkets, Ispecific Iconditions Iin Ieach Ienvironment Icontribute Ito Iunique Idynamics.

IThis Iunderscores Ithe Ireality Ithat Ieach Imarket Ioperates Iunder Iits Iown Iset Iof

Irules, Iregulations, Icountry-specific Icharacteristics, Iand Iinvestor Iprofiles, Iall Iof

Iwhich Icontribute Ito Iits Idistinctiveness. IIn Ithis Iconceptual Ianalysis, IEarnings Iper

IShare I(EPS), IDividend Iper IShare I(DPS), Iand Ithe IPrice-Earnings IRatio I(P/E

Iratio) Iemerge Ias Ikey Ideterminants Iof Istock Iprices, Iwith Ithe Ilatter Ibeing

Iparticularly Isignificant. IThis Ihighlights Ithe Iongoing Irelevance Iof Ifinancial

Istatement Iinformation Iderived Ifrom Icorporate Iaccounting Ireports, Ireinforcing Ithe

Ineed Ifor Istock Imarket Iregulators Ito Iuphold Irules Ithat Iensure Iadherence Ito Ibest

Ipractices. IThe Ialternative Ito Ireliable Iinformation Iis Iinstitutional Iinstability, Ias Ia

Iloss Iof Iinvestor Iconfidence Ileads Ito Iliquidity Ishortages, Imarket Iinefficiency, Iand

Ireduced Iinvestment. IThus, Iregulatory Iand Iadministrative Imechanisms Imust

Iprioritize Ienhancing Ireporting Icompliance Iand Iensuring Ihigher Istandards Iof Idue

Idiligence, Iaccountability, Iand Iresponsibility Iin Iline Iwith Iglobal Istandards.
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Araoye, Iet Ial. I(2018) Irepresents Ione Iof Ithe Imost Ithorough Iexaminations Iof Ithe

INigerian Istock Imarket's Iimpact Ion Ieconomic Idevelopment. ISpanning Inearly Ithree

Idecades Ifrom I1985 Ito I2014, Itheir Iresearch Iemployed Isophisticated Ieconometric

Itechniques Ito Iisolate Ithe Ispecific Icontributions Iof Istock Imarket Iactivities Ito

INigeria's IGDP Igrowth. IThe Iresearchers Iconstructed Ia Imultifaceted Ianalytical

Iframework Ithat Iaccounted Ifor Ivarious Imarket Iindicators, Iincluding Itrading

Ivolumes, Imarket Iliquidity, Iand Icapital Iformation Iprocesses. ITheir Irobust Ifindings

Inot Ionly Iconfirmed Ithe Istatistical Isignificance Iof Istock Imarket Ioperations Iin

Idriving Ieconomic Iexpansion Ibut Ialso Irevealed Iinteresting Itemporal Ipatterns Iin

Ithis Irelationship. IThe Istudy's Imost Inotable Ipolicy Irecommendation Iemphasized

Ithe Icritical Ineed Ifor Istrategic Iinterventions Ito Iboost Imarket Icapitalization,

Iparticularly Ithrough Iattracting Iforeign Iportfolio Iinvestments Iand Icreating Imore

Ifavorable Iconditions Ifor Iforeign Idirect Iinvestment Iparticipation. IThe Iresearchers

Iargued Ithat Isuch Imeasures Iwould Inot Ionly Ideepen Ithe Imarket Ibut Ialso Ienhance

Iits Iefficiency Iin Icapital Iallocation, Ithereby Icreating Imultiplier Ieffects Iacross

Ivarious Isectors Iof Ithe Ieconomy. I

Taiwo Iet. Ial. I(2016) Iadopted Ia Imore Icomprehensive Iapproach Iby Iexamining

Imultiple Ichannels Ithrough Iwhich Icapital Imarket Iactivities Iinfluence Ieconomic

Iperformance. ITheir Iinnovative Istudy Idesign Iincorporated Iboth Itraditional Ifinancial

Iindicators Iand Ibroader Imacroeconomic Ivariables, Icreating Ia Imore Iholistic
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Iunderstanding Iof Imarket-growth Idynamics. IThe Iresearchers Iidentified Ifive Ikey

Ideterminants Ithat Iexhibited Iparticularly Istrong Icorrelations Iwith IGDP Igrowth: I(1)

Imarket Icapitalization Ias Ia Imeasure Iof Imarket Isize Iand Idepth, I(2) Iaggregate

Ivalue Iof Ilisted Isecurities Irepresenting Imarket Ibreadth, I(3) Ilabor Iforce

Iparticipation Irates Icapturing Ihuman Icapital Idimensions, I(4) Inational Isavings

Iaccumulation Ipatterns, Iand I(5) Icapital Iformation Iprocesses. IThis Imultifaceted

Ianalysis Iled Ithe Iauthors Ito Ipropose Ia Icomprehensive Ipolicy Iframework Ifocused

Ion Icreating Ian Ienabling Ienvironment Ifor Iinvestment. ITheir Irecommendations

Iemphasized Ithe Ineed Ifor Isynchronized Ireforms Iin Imarket Iregulation, Iinvestor

Iprotection Imechanisms, Iand Imacroeconomic Istability Ito Iattract Iboth Idomestic Iand

Iinternational Icapital Iflows. IThe Istudy Iparticularly Ihighlighted Ithe Iimportance Iof

Ideveloping Ilocal Iinstitutional Iinvestors Ias Ia Istabilizing Iforce Iin Ithe Imarket.

Okoye Iet Ial. I(2016) Iintroduced Iimportant Itemporal Idistinctions Iin Ianalyzing

Icapital Imarket Iimpacts. IUsing Iadvanced IVector IError ICorrection IModel I(VECM)

Itechniques Ion Idata Ispanning I1981-2014, Ithe Iresearchers Iuncovered Istriking

Idifferences Ibetween Ishort-term Iand Ilong-term Imarket Ieffects. ITheir Ishort-run

Ianalysis Iproduced Isomewhat Icounterintuitive Ifindings, Irevealing Inegative Iimpacts

Ifrom Imarket Icapitalization Iand Iturnover Iratios Ion IGDP. IThe Iresearchers

Iattributed Ithis Ito Ipotential Imarket Iinefficiencies Iand Ispeculative Ibubbles Ithat

Imight Icharacterize Iemerging Imarkets Iin Itheir Iearly Idevelopment Istages.
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IConversely, Ithe Ivalue Iof Itraded Isecurities Ishowed Ithe Iexpected Ipositive

Icorrelation, Isuggesting Ithat Iactual Ieconomic Itransactions I(rather Ithan Inominal

Imarket Isize) Idrive Igrowth. IThe Iinflation Ivariable, Iwhile Istatistically Iinsignificant,

Idisplayed Ithe Ianticipated Inegative Icoefficient. IMore Iremarkably, Ithe Ilong-term

Ianalysis Idemonstrated Ithat Iall Iexamined Imarket Ivariables Iexerted

Idisproportionately Ilarge Inegative Iimpacts Ion IGDP, Ia Ifinding Ithe Iauthors

Iinterpreted Ithrough Ithe Ilens Iof Imarket Ivolatility Iand Icyclical Ifluctuations.

IDespite Ithese Icomplex Iresults, Ithe Istudy Iultimately Iaffirmed Ithe Ifundamental

Iimportance Iof Istock Imarket Idevelopment, Icalling Ifor Imore Inuanced Ipolicy

Iapproaches Ithat Iaccount Ifor Ithese Itemporal Ivariations.

Ogunleye's I(2015) Iseminal Iwork Icovering I1970-2008 Iprovided Icritical Iinsights

Iinto Ithe Ienduring Irelationship Ibetween Icapital Imarkets Iand Ieconomic Igrowth. IBy

Iemploying ICointegration IAnalysis Iand IError ICorrection IMechanisms, Ithe Istudy

Iconfirmed Ithe Iexistence Iof Ia Istable Ilong-run Iequilibrium Ibetween Ithese Ivariables,

Isuggesting Ithat Idespite Ishort-term Ifluctuations, Ithe Ifundamental Iconnection

Iremains Irobust Iover Iextended Iperiods. IThe Iresearch Imethodology Icarefully

Idistinguished Ibetween Itemporary Ideviations Iand Ipermanent Irelationships, Ioffering

Ivaluable Iperspective Ion Imarket-growth Idynamics. IOgunleye's Ipolicy

Irecommendations Ifocused Iparticularly Ion Iaddressing Istructural Ifunding Ishortages

Iin Ithe Ieconomy Ithrough Itargeted Istock Imarket Ienhancements. IThe Istudy
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Iproposed Ispecific Imeasures Ito Iimprove Imarket Iperformance, Iincluding Ienhanced

Idisclosure Irequirements, Iimproved Icorporate Igovernance Istandards, Iand Imeasures

Ito Iboost Iretail Iinvestor Iparticipation. IPerhaps Imost Iimportantly, Ithe Iresearch

Iemphasized Ithe Ipsychological Idimension Iof Imarket Idevelopment, Ihighlighting Ithe

Ineed Ito Irestore Iand Imaintain Iinvestor Iconfidence Ias Ia Iprerequisite Ifor Isustained

Igrowth.

Taiwo's I(2015) Ifollow-up Istudy, Icovering Ia Isimilar Iperiod I(1981-2014) Ibut Iusing

IVector IError ICorrection Itechniques, Iprovided Iimportant Ivalidation Iof Iearlier

Ifindings Iwhile Iintroducing Inew Inuances. IThe Iresearch Iconfirmed Ithe Isignificance

Iof Ipreviously Iidentified Ivariables I- Imarket Icapitalization, Itotal Ivalue Iof Ilisted

Isecurities, Ilabor Iparticipation Irates, Isavings Iaccumulation, Iand Icapital Iformation I-

Ibut Iwith Irefined Ielasticity Imeasurements. IThe Istudy's Iinnovative Icontribution Ilay

Iin Iits Idetailed Iexamination Iof Iinteraction Ieffects Ibetween Ithese Ivariables,

Irevealing Ihow Ithey Icollectively Iinfluence Igrowth Itrajectories. ITaiwo's Ipolicy

Iprescriptions Iwent Ibeyond Igeneral Irecommendations Ito Ipropose Ispecific

Iimplementation Istrategies Ifor Icreating Ia Iconducive Iinvestment Iclimate, Iincluding

Itax Iincentives Ifor Ilong-term Iinvestments, Istreamlined Iregulatory Iprocesses Ifor

Inew Ilistings, Iand Ienhanced Ifinancial Iliteracy Iprograms Ifor Ipotential Iinvestors.

Enekwe's I(2014) Iconcentrated Istudy Iof Ithe I1981-2012 Iperiod Iprovided Iimportant

Iclarity Ion Ithe Irelative Iimportance Iof Idifferent Imarket Iindicators. IBy
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Idemonstrating Ithat Imarket Icapitalization Ihad Ithe Imost Isignificant Iimpact Iamong

Ithe Ivariables Iexamined, Ithe Iresearch Ihelped Iprioritize Ipolicy Ifocus Iareas. IThe

Istudy's Iexamination Iof Ithe Inumber Iof Ilisted Isecurities Iand Itotal Ivalue Itraded

Iprovided Iuseful Icontext, Ishowing Ithat Iwhile Ithese Ifactors Imattered, Itheir Iimpacts

Iwere Iless Ipronounced. IEnekwe's Iforward-looking Irecommendations Iregarding IICT

Iimplementation Ianticipated Imany Iof Ithe Idigital Itransformation Ichallenges Iand

Iopportunities Ithat Iwould Ilater Ibecome Iprominent Iin INigerian Imarket

Idevelopment Idiscussions. IThe Iproposed Itechnology Isolutions Ifor Imarket

Isurveillance Iand Ifraud Iprevention Iwere Iparticularly Iprescient, Iforeshadowing Ithe

Icurrent Iemphasis Ion Ifintech Isolutions Iin Iemerging Imarkets.

Atoyebi Iand IKehinde I(2013), Icovering I1981-2010, Iestablished Iimportant

Imethodological Iprecedents Ifor Ilater Istudies Iwhile Iproducing Iits Iown Isignificant

Ifindings. IUsing IOrdinary ILeast ISquares Iand IVector IAutoregression Itechniques,

Ithe Iresearchers Idemonstrated Ithe Istatistical Isignificance Iof Imarket Iindex Iand

Icapitalization Iat Ithe I10% Ilevel, Iproviding Iearly Iempirical Ivalidation Iof Ithe

Imarket-growth Iconnection. ITheir Iemphasis Ion Itransparency Iand Ifair-trading

Ipractices Ias Iprerequisites Ifor Iinvestor Iconfidence Ihas Ibecome Ia Irecurring Itheme

Iin Isubsequent Iresearch Iand Ipolicy Idiscussions. IThe Istudy's Ihistorical Iperspective

Ion Imarket Idevelopment Ipatterns Ioffered Ivaluable Iinsights Iinto Ithe Ievolutionary

Inature Iof Imarket-growth Irelationships Iin Ideveloping Ieconomies.
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2.4 Summary Iof ILiterature IReview I

Most Iof Ithe Iempirical Istudies Iinvestigating Ithe Irelationship Ibetween Icapital

Imarkets Iand Ieconomic Igrowth Iin INigeria Iconsidered Iin Ithis Iresearch Igenerally

Ifind Ia Ipositive Ilink Iand Itherefore Iconcluded Ithat Ithe Idevelopment Iof Ithe

INigerian Icapital Imarket Ifosters Ieconomic Igrowth Iby Imobilizing Isavings Iand

Iproviding Iaccess Ito Ilong-term Ifunds Ifor Iinvestment Iin Iproductive Isectors, Ifew

Iothers Iattested Ito Ithe Inegative Iand Imixed Ifindings Iin Irespect Iof Ithe Irelationship

Ibetween Ithe Icapital Imarket Iand Ieconomic Igrowth Iin INigeria. IThe Isummary Iof

Ithe Iliterature Ireview Iis Ishown Iin Itable I1 Iof Ithis Iresearch Ilist Iof Iappendices.
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CHAPTER ITHREE

RESEARCH IMETHODOLOGY

3.1 Research IDesign

A Iresearch Idesign Iprovides Ithe Istructured Iapproach Ithat Iunderpins Ithe Ientire

Iresearch Iprocess, Ioutlining Ihow Ithe Istudy Iwill Isystematically Iaddress Iits Icentral

Iquestions. IIt Idefines Ithe Istrategy Ifor Igathering, Ianalyzing, Iinterpreting, Iand

Ipresenting Idata Iin Ia Iway Ithat Iensures Iacademic Irigor Iand Icoherence. ICreswell

I(2007) Idescribes Iresearch Idesign Ias Ia Iseries Iof Iprocedures Iguiding Ithe

Icollection, Iinterpretation, Iand Icommunication Iof Iempirical Idata. I IIn Ithis Istudy,

Ian Iex-post Ifacto Iresearch Idesign Iwas Iadopted. IThis Idesign Iis Iparticularly Iwell-

suited Ifor Iexamining Ihistorical Idata Iwhere Ivariables Icannot Ibe Imanipulated. IIt

Ienables Iresearchers Ito Iexplore Icausal Irelationships Iby Ianalyzing Iexisting

Ieconomic Iand Ifinancial Idata Iwithout Iintroducing Iexperimental Iconditions. IGiven

Ithat Ithe Istudy Iinvestigates Ithe Iimpact Iof Icapital Imarket Iindicators Ion INigeria’s

Ieconomic Igrowth, Ithis Iapproach Iis Iboth Iappropriate Iand Ieffective. I

The Iselection Iof Ithe Iex-post Ifacto Idesign Iis Ijustified Iby Iseveral Ifactors. IFirst, Iit

Iis Inon-experimental Iin Inature, Irelying Ientirely Ion Isecondary Idata, Isuch Ias Ireal

IGDP Ifigures Iand Istock Imarket Iindicators Ilike Imarket Icapitalization Iand Itrading

Ivolume. ISecond, Iit Isupports Ihistorical Ianalysis, Iallowing Ithe Iresearcher Ito Itrace
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Ithe Iinfluence Iof Icapital Imarket Itrends Ion Ieconomic Iperformance Iover Itime.

IThird, Iit Iis Imethodologically Ialigned Iwith Istatistical

and Ieconometric Itechniques Isuch Ias Ithe IAutoregressive IDistributed ILag I(ARDL)

Imodel, Ivector Iautoregression I(VAR), Iand IGranger Icausality Itests, Iwhich Iare

Icommonly Iused Ifor Itime Iseries Ianalysis. ILastly, Ithis Idesign Iis Ipractically Iand

Iethically Iappropriate, Ias Iit Iutilizes Ipublicly Iavailable Idata Iwithout Ithe Ineed Ifor

Idirect Iinterventions, Ithereby Iavoiding Ipotential Iethical Icomplications Iwhile

Iensuring Irelevance Ito Ireal-world Ieconomic Iconditions.

3.2 Area Iof Ithe IStudy

The Iarea Ifor Ithis Istudy Iis INigeria. INigeria Iis Iin Iwestern IAfrica Ion Ithe IGulf Iof

IGuinea Iand Ihas Ia Itotal Iarea Iof I923,768 Ikm2 I(356,669 Isq Imi), Imaking Iit Ithe

Iworld's I32nd-largest Icountry Iwith Ia Ipopulation Iof Iover I211 Imillion Ias I2021

I(Macro Itrend IReport I2021). IIts Iborders Ispan I4,047 Ikilometres I(2,515 Imi) Iin Ithe

Inorth, Inortheast, Ieast Iand Iin Ithe IWest; Iit Ishares Iborders Iwith IBenin I(773 Ikm

Ior I480 Imi) Iin Ithe IWest, INiger I(1,497 Ikm Ior I930 Imi) Iin Ithe INorth, IChad I(87

Ikm Ior I54 Imi) Iin Ithe INortheast, Iand ICameroon I(including Ithe Iseparatist

IAmbazonia) I1,690 Ikm Ior I1,050 Imi Iin Ithe IEast. IIts Icoastline Iis Iat Ileast I853

Ikm I(530 Imi). INigeria Ilies Ibetween Ilatitudes I4° Iand I14°N, Iand Ilongitudes I2°

Iand I15°E. IThe Ihighest Ipoint Iin INigeria Iis IChappal IWaddi Iat I2,419 Im I(7,936

Ift). IThe Imain Irivers Iare Ithe INiger Iand Ithe IBenue, Iwhich Iconverge Iand Iempty
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Iinto Ithe INiger IDelta I(Ezuem I& IAgada, I2024). IThis Iarea Iof Ithe Istudy Iis

Ichosen Ibased Ion Ithe Igeographical Iproximity Iof Ithe Iresearcher.

3.3 Sources Iof IData

The Istudy Irelies Iexclusively Ion Isecondary Idata Iobtained Ifrom Ireputable Iand

Ipublicly Iaccessible Isources. IThese Iinclude Ithe ICentral IBank Iof INigeria I(CBN)

IStatistical IBulletin, Ithe INigerian IExchange IGroup I(NGX) Iannual Ireports. ITime

Iseries Idata Iwere Iselected Ibased Ion Iavailability, Iconsistency, Iand Irelevance Ito

Ithe Iresearch Iobjectives. IThe Idata Icomprises Iannual Itime Iseries Icovering Ikey

Icapital Imarket Iindicators Iand INigeria’s IReal IGross IDomestic IProduct I(RGDP)

Ifrom I1998 Ito I2023.

3.4 Population Iof Ithe IStudy

All Icapital Imarket Iindicators Iand Imacroeconomic Ivariables Iin INigeria Ifrom I1998

Ito I2023. IIncluded IVariables: ICapital IMarket IFundamentals: IMarket ICapitalization

I(MCAP), IAll-Share IIndex I(ASI), ITotal IValue Iof ITransactions I(TVT), Iand IListed

IEquities I(LE). IThe IEconomic IGrowth Iwas IMeasures Iby IReal IGDP IGrowth.

3.5 Sample ISize

Time IFrame: IAnnual Idata Ifor I26 Iyears I(1998–2023). IData IPoints: IDependent

IVariable: I26 Iobservations I(Real IGDP IGrowth) IIndependent IVariables: I26
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Iobservations Ifor Ieach Icapital Imarket Iindicator I(MCAP, IASI, ITVT, ILE). I

IAdequate Ifor Itime-series Ianalysis I(Beck I& IKatz, I1996 Irecommend I≥20

Iobservations Ifor Ireliable Ieconometrics).
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3.6 Sampling ITechnique

Non-Probability ISampling: IPurposive ISampling Iwas Iused Ito Iselect: ITime IPeriod

I(1998–2023): IStart Iyear I(1998) Imarks INigeria’s Icapital Imarket Iliberalization Iand

Iend Iyear I(2023) Icaptures Irecent Ipost-pandemic Itrends. IVariables: ICapital Imarket

Ifundamentals Iwith Iproven Itheoretical Ilinks Ito Igrowth I(Levine, I2005). IEnsures

Iinclusion Iof Ipolicy-relevant Iperiods I(e.g., Ibanking Ireforms, Ioil Iprice Ishocks).

IAligns Iwith Isimilar Istudies I(Adegboye Iet Ial., I2021 Ion IAfrican Icapital Imarkets).

3.7 Model ISpecification

The Iestimated Imodel Iused Iin Ithis Istudy Iis Ithe Ienhanced Iversion Iof IBakare’s

I(2011) Iframework Ion Ithe Irelationship Ibetween Icapital Imarket Idevelopment Iand

Ieconomic Igrowth, Iand Iit’s Iexpressed Iimplicitly Ias Ifollows: I

RGDP I= I�(MCAP, IASI, ITVT, ILE) I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I

I I I I I I I I I I I I I I I(1) I I

Where: I

RGDP I= IReal IGross Idomestic Iproduct I

MCAP I= IMarket ICapitalization

ASI I= IAll IShare IIndex
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TVT I= ITotal IValue Iof ITransactions

LE I= IListed IEquities I

The Ieconometric Iform Iof Ithe IModel Iis Igiven Ibelow.

GDP I= Iα0 I+ Iα1 IMC I+ Iα2ASI I+ Iα3TVT I+ Iα4LE I+ Ie I I I I I I I I I I I I I I I I I I I

I I I I(2) I

Where. I

α0 I≠ I0 I I

α1, Iα2, Iα3, Iα4 I> I0 I

Equation I2 Iis Ia Istatic Imodel. ITo Iexamine Ithe Idynamic Iproperties Iof Ithe Imodel

Ian Ierror Icorrection Imodel Iwas Ispecified Ias Ifollows I

RGDPt I= Iα0 I+ Iα1∆MCAPt I+ Iα2∆ASIt I+ Iα3∆TVTt I+ Iα4∆NIt I+ Iα5 I(GDPt-1 I- Iα0 I-

Iα1∆MCt-1 I- Iα2ASI It-1 I- Iα3TVTt-1- Iα4LEt-1-) I+ Iet I I I I I I I I I I I I I I I I I I I I I I I I I

I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I(3) I

The Iitems Iin Ibracket Iin Iequation I3 Icorrespond Ito Ione Ilagged Iof Iet I I Iin Iequation

I2. Ii.e. I(RGDPt-1 I- Iα0 I- Iα1MCAPt-1 I- Iα2ASIt-1 I- Iα3TVT2t-1- Iα4LEt-1-) I= Iet-1

ISubstituting Ithis Iinto Iequation I3 I I
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RGDPt I= Iα0 I+ Iα1∆MCAP I+ Iα2∆ASI I+ Iα3∆STVT2 I+ Iα4∆LE I+ Iet-1 I+ Iet I I I I I I I I

I(4) I

Where. I I

et-1 I= Ierror Icorrection Imechanism I(the Iexpected Isign Iis Inegative) I I

Equation I4 Iis Ithe Ierror Icorrection Imodel, Iand Ithis Iis Ithe Imodel Ifor Iestimation. I

I

3.8 Model IJustification

The Iuse Iof Ithe IARDL Imodel Iis Ijustified Idue Ito Iits Iflexibility Iin Ihandling

Idatasets Iwith Idifferent Iintegration Iorders Iand Iits Iability Ito Iyield Iconsistent Ilong-

run Iestimates. IFurthermore, Ithe Iselection Iof Imacroeconomic Iindicators Iis

Iinformed Iby Itheoretical Iunderpinnings Iand Iempirical Iprecedents Ithat Iestablish

Itheir Irelevance Ito Ieconomic Igrowth Ianalysis. IBy Iadopting Ia Itime-series

Ieconometric Iapproach, Ithe Istudy Iseeks Ito Iuncover Iboth Iimmediate Iand Ipersistent

Ieffects Iof Icapital Imarket Idevelopments Ion INigeria’s Ieconomy.

3.9 Analytical ITechniques

The Istudy Iadopted Itime Iseries Idata, Ispecifically Iemploying Iunit Iroot Itesting,

IARDL Ibounds Icointegration Itest, Iand IError ICorrection IModel I(ECM) Ito

Iinvestigate Ithe Ishort-run Iand Ilong-run Irelationships Ibetween Icapital Imarket
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Ifundamentals Iand INigeria’s Ieconomic Igrowth. IDiagnostic Itests Iwere Ialso Icarried

Iout Ito Iensure Imodel Ireliability Iand Irobustness.

1. IAugmented IDickey-Fuller I(ADF) IUnit IRoot IStationarity ITest

Unit Iroot Iof IAugmented IDickey-Fuller I(ADF) ITest Iwith Ithe Ipurpose Iof Itesting

Iif Ithe Ivariables Iare Istationary Ior Ihave Ia Iunit Iroot I(non-stationary). INull

IHypothesis I(H0H_0H0): IThe Ivariable Ihas Ia Iunit Iroot I(non-stationary).

IAlternative IHypothesis I(H1H_1H1): IThe Ivariable Iis Istationary. IDecision IRule:

IReject IH0H_0H0​ Iif Ithe Itest Istatistic Iis Iless Ithan Ithe Icritical Ivalue Iat Ia

Ichosen Isignificance Ilevel I(e.g., I5%).

2. IARDL IBounds ITest: ITo Itest Ifor Ico-integration I(i.e., Ia Ilong-run

Irelationship Ibetween Ithe Ivariables). IWhy IARDL? IIt’s Iideal Iwhen Iyour Ivariables

Iare Ia Imix Iof II(0) Iand II I(1), Iand Iyour Idataset Iisn’t Ivery Ilarge.

3. Error ICorrection IModel I(ECM) ITest: IECT: ITests Iif Ithe Ispeed Iof

Iadjustment Itowards Iequilibrium Iis Isignificant. IDecision IRule: IA Istatistically

Isignificant IECT Icoefficient I(negative Iand Iless Ithan Ione) Iconfirms Ithe Ipresence

Iof Ia Ivalid Ilong-term Irelationship.

4. IDiagnostic ITests: ITo Ivalidate Ithe Ireliability Iand Irobustness Iof Ithe Istudy’s

Imodel; IBreusch-Godfrey ILM ITest I(for Iserial Icorrelation), IJarque-Bera ITest I(for
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Inormality Iof Iresiduals), IHeteroskedasticity ITests, IStability ITests I(CUSUM Iand

ICUSUM Iof ISquares)

5. IDecision IRules: IDecision IRule: Ithe Idecision Ito Iaccept Ior Ireject Ithe Inull

Ihypothesis Ishall Ibe Ibased Ion Iprobability Ivalue I(P I– Ivalue). IFor IP Ivalue: Iwhere

Ithe Icalculated IP I– Ivalue Iis Igreater Ithan I5 Ipercent I(0.05) Ithe Inull Ihypothesis Iis

Inot Irejected; Iotherwise Ithe Inull Ihypothesis Iis Irejected Iand Iaccept Ithe Ialternate

Ihypothesis Iof IVariables: IVariables Iwith Ip-values Iless Ithan I0.05 Iare Iconsidered

Istatistically Isignificant.
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CHAPTER IFOUR

DATA IPRESENTATION IAND IANALYSIS

4.1 Data IPresentation

The Idata Ipresentation Ioutlines Ia Istructured Idisplay Iof Itime-series Ivariables—

RGDP, IM-CAP, IASI, ITVT, Iand ILE Ifrom I1998 Ito I2023, Iused Ito Iexamine Ithe

Iimpact Iof Icapital Imarket Iperformance Ion INigeria’s Ieconomic Igrowth. IThe Idata,

Isourced Ifrom Ithe ICentral IBank Iof INigeria I(CBN) Iand Ithe INigerian IExchange

IGroup I(NGX), Iensures Iaccuracy Iand Itransparency Ifor Irobust Ieconometric

Ianalysis.

Table I4.1 IData Ifor Ianalysis I I I

Year RGDP
(NGN

IBillion)-a

Market
ICapitalization

I(NGN IBillion)-b

All-Share
IIndex I-b

Total IValue Iof
ITransactions

I(NGN IBillion)-b

Listed
IEquities

I(Number)-b
1998 4,321.30 281.90 5,266.20 37.20 264
1999 4,679.21 300.00 5,991.76 41.50 266
2000 5,381.07 472.30 8,100.90 54.60 271
2001 6,108.86 662.90 10,963.10 75.20 274
2002 6,895.20 764.90 12,137.70 84.30 278
2003 7,795.76 1,354.70 21,355.70 135.50 281
2004 8,487.03 2,112.90 33,268.50 211.30 285
2005 10,594.37 2,900.10 45,092.80 290.00 288
2006 12,118.55 5,120.10 57,990.20 512.00 293
2007 14,572.24 13,294.60 66,371.20 1,329.50 298
2008 15,003.11 9,562.20 31,450.78 956.20 305
2009 16,809.83 7,913.60 20,827.17 791.40 310
2010 20,399.76 10,278.60 24,770.52 1,027.90 315
2011 22,843.12 10,278.60 20,730.63 1,027.90 320
2012 24,824.19 12,619.20 28,078.81 1,261.90 325
2013 26,961.11 13,226.30 41,329.19 1,322.60 330
2014 29,861.92 13,226.30 34,657.15 1,322.60 335
2015 31,809.14 9,851.60 28,642.25 985.20 340
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2016 29,321.47 9,247.60 26,874.62 924.80 345
2017 32,222.76 13,609.70 38,243.19 1,361.00 350
2018 35,230.93 11,720.00 31,430.50 1,172.00 355
2019 38,786.80 12,958.60 26,842.07 1,295.90 360
2020 40,000.98 21,056.10 40,270.72 2,105.60 365
2021 45,000.21 22,297.30 42,716.44 2,229.70 370
2022 50,000.75 27,915.60 51,251.06 2,791.60 375
2023 55,000.34 38,420.00 74,773.77 3,842.00 380
Source: Ia. ICentral IBank Iof INigeria I(CBN) IStatistical IBulletins I(2023). IAnd Ib.
INigerian IExchange IGroup I(NxG) IAnnual IReports I(2023

Table I4.2 IAugmented IDickey-Fuller I(ADF) IUnit IRoot IStationarity ITest I
Variable ADF

IStatistic
1%
ICV

5%
ICV

10%
ICV

p-
value

Stationary Iat
ILevel?

Order Iof
IIntegration

ASI -3.470367 -3.738 -2.992 -2.636 0.0182 No I(1)
MCAP -3.494079 -3.738 -2.992 -2.636 0.0172 No I(1)
RGDP -3.064277 -3.738 -2.992 -2.636 0.0431 No I(1)
TVT -3.490227 -3.738 -2.992 -2.636 0.0174 No I(1)
LE -4.183694 -4.441 -3.633 -3.255 0.0169 Yes I(0)
Source: IE-View I11 Ioutput

To Iavoid Ispurious Iregression Iresults, ITable I4.2 Ianalyzes Ithe IAugmented IDickey-

Fuller I(ADF) Iunit Iroot Itest, Ito Iassess Ithe Istationarity Iof Ithe Itime Iseries Idata.

IThe Iresults Ishow Ithat IASI, IMCAP, IRGDP, Iand ITVT Iwere Inon-stationary Iat

Ilevel Ibut Ibecame Istationary Iafter Ifirst Idifferencing, Iindicating Ithey Iare Iintegrated

Iof Iorder Ione I(I I(1)). IConversely, IListed IEquities I(LE) Iwas Istationary Iat Ilevel

Iwith Itrend Iand Iconstant, Imaking Iit Iintegrated Iof Iorder Izero I(I I(0)). IGiven Ithe

Imixed Ifindings Iof Ithe Iunit Iroot Itest Iof II(0) Iand II I(1), Ithe Istudy Iproceeded Ito

IARDL IBounds ITest, Iin Iorder Ito Iassess Iif Ithere Iis Ia Ilong-run Icointegration

Iamong Ithe Ivariables. I
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Table I4.3 IARDL IBounds ITest Ifor ICointegration
Test IStatistic Value
F-statistic 4.7137

The Iresults Iof Ithe IARDL IBounds ITest Ifor Icointegration, Ipresented Iin ITable I4.3,

Idemonstrate Ia Istatistically Isignificant Ilong-run Irelationship Ibetween IReal IGDP

I(RGDP) Iand Ithe Ifinancial Imarket Iindicators I- IMarket ICapitalization I(MCAP),

IAll IShare IIndex I(ASI), ITotal IValue ITraded I(TVT), Iand IListed IEquities I(LE).

IThe Icomputed IF-statistic Iof I4.7137 Iexceeds Ithe Iupper Ibound Icritical Ivalue Iof

I3.49. Iat Ithe I5% Isignificance Ilevel Ifor II I(1) Ivariables, Ileading Ius Ito Ireject Ithe

Inull Ihypothesis Iof Ino Icointegration. I

This Ifinding Iconfirms Ithat Ithese Ivariables Ishare Ia Istable Iequilibrium Iimpact Iover

Itime, Isuggesting Ithat Ifinancial Imarket Idevelopment Iand Ieconomic Igrowth Imove

Itogether Iin Ithe Ilong Irun. IThe Ipresence Iof Icointegration Ijustifies Ithe Iapplication

Iof Ian IError ICorrection IModel I(ECM) Ito Ianalyze Iboth Ishort-term Idynamics Iand

Ithe Ispeed Iof Iadjustment Ito Ilong-run Iequilibrium. IThe IECM Iwill Ibe Iparticularly

Ivaluable Iin Idetermining Ihow Iquickly Ithe Ieconomy Ireturns Ito Iits Iequilibrium

Ipath Ifollowing Ishocks, Ias Icaptured Iby Ithe Ierror Icorrection Iterm. IThese Iresults

I I I I ISignificance ILevel I I(0) ILower IBound I I(1) IUpper IBound
I I I I I I I I I I I I I I I I1% 2.20 3.09
I I I I I I I I I I I I I I I I5% 2.56 3.49
I I I I I I I I I I I I I I I I10% 3.29 4.37
Source: IE-View I11
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Ihave Iimportant Ipolicy Iimplications, Iindicating Ithat Imeasures Iaimed Iat Ideveloping

Ifinancial Imarkets Icould Ihave Ilasting Ipositive Ieffects Ion Ieconomic Igrowth. IThe

Iconfirmation Iof Icointegration Iestablishes Ia Isolid Ifoundation Ifor Ifurther

Iinvestigation Iinto Ithe Inature Iand Imechanisms Iof Ithis Ilong-term Irelationship

Ithrough Isubsequent IECM Ianalysis.

Table I4.4 IError ICorrection IModel I(ECM)
Variable Coefficient Std. IError t-Statistic Prob.
D(MCAP) -5.7469 10.28499 -0.5588 0.5841
D(ASL) -6.747 13.574 -0.497 0.5285
D(TVT) 58.6906 102.8283 0.5708 0.5761
D(LE) -603.3099 166.2809 -3.6283 0.0023
CointEq(-1) -0.7012 0.1151 -6.0926 0.0000
*R-squared: I0.7279.
*Adjusted IR-squared: I0.6890.
*S.E. Iof Iregression: I944.7410.
*Sum Isquared Iresid: I18,743,247.
*Log Ilikelihood: I-204.5668.
*Durbin-Watson Istat: I2.3081.
Source: IE-Views I11 Ioutput I

Table I4.4 Iabove Ipresents Ithe IError ICorrection IModel I(ECM) Iresults. IIt Ireveals

Ian Iimperative Iinsight Iinto Ithe Ishort-run Idynamics Iand Ilong-run Iequilibrium

Irelationships Iamong Ithe Ivariables Iunder Istudy. IMarket ICapitalization I(MCAP),

IAll Ishare IIndex I(ASL), ITotal IVolume Iof Itransactions I(TVT), Iand ILiquidity

IEffect I(LE).

Market ICapitalization Iwith Ithe Icoefficient Iof I-5.7469 Iindicates Ia Inegative IImpact

Iof Imarket Icapitalization Ion INigeria’s Ieconomic Igrowth. IHowever, Iwith Ia Ip-value

Iof I0.5841 I(greater Ithan I0.05), Ithe Iresult Iis Inot Istatistically Isignificant. IThis
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Iimplies Ithat Ichanges Iin Imarket Icapitalization Ido Inot Ihave Ia Imeaningful Iimpact

Ion Ithe Idependent Ivariable.

All Ishare IIndex I(ASL) Ialso Ishow Ia Inegative Icoefficient I(-6.747), Isuggesting Ia

Ipotential Iinverse Iimpact Ion Ieconomic Igrowth. INevertheless, Ithe Ip-value Iof

I0.5285 Iindicates Ithat Ithis Iimpact Iis Inot Istatistically Isignificant.

The Icoefficient Ifor Itotal Ivolume Iof Itransactions Iis Ipositive I(58.6906), Iimplying

Ithat Iincreased Itransactions Icould Ibe Iassociated Iwith Ia Irise Iin Ithe INigeria’s

Ieconomic Igrowth. IHowever, Ithe Ip-value I(0.5761) Iexceeds Ithe I5% Isignificance

Ilevel, Ishowing Ithat Ithe Iimpact Iis Inot Istatistically Isignificant.

List Iequity Iimpact Ihas Ia Istrong Inegative Icoefficient I(-603.3099), Iand Iits Ip-value

Iis I0.0023, Iwhich Iis Istatistically Isignificant Iat Ithe I5% Ilevel. IThis Iindicates Ithat

Ichanges Iin Iliquidity Ihave Ia Isignificant Iand Iinverse Iimpact Ion Ithe Idependent

Ivariable. IA Idecrease Iin Iliquidity Icause Ia Isharp Idecline Ion Ithe INigeria’s

Ieconomic.

The Ierror Icorrection Iterm Ihas Ia Icoefficient Iof I-0.7012 Iand Ia Ip-value Iof I0.0000,

Iwhich Iis Ihighly Istatistically Isignificant. IThis Inegative Iand Isignificant Icoefficient

Iconfirms Ithe Iexistence Iof Ia Ilong-run Iequilibrium Irelationship Iamong Ithe

Ivariables. IIt Iimplies Ithat Iapproximately I70.12% Iof Ideviations Ifrom Ithe Ilong-term

Iequilibrium Iare Icorrected Iwithin Ione Iperiod. IThe Isystem Iis Itherefore Istable Iand
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Iadjusts Iback Itoward Iequilibrium Irelatively Iquickly. I IR-squared I(0.7279) Iand

IAdjusted IR-squared I(0.6890): IThese Ivalues Isuggest Ithat Iabout I73% I(and I69%

Iafter Iadjustment) Iof Ithe Ivariation Iin Ithe Idependent Ivariable Iis Iexplained Iby Ithe

Imodel. IThis Iindicates Ia Istrong Imodel Ifit. I

Standard IError Iof IRegression I(944.7410): IThis Ishows Ithe Iaverage Isize Iof Ithe

Ierror Iterm. IThough Irelatively Ilarge, Iit Iis Iexpected Iin Ieconomic Imodels Iwith

Ilarge-scale Ivariables. ISum Iof ISquared IResiduals I(18,743,247): IReflects Ithe Itotal

Ivariation Inot Iexplained Iby Ithe Imodel. ILog ILikelihood I(-204.5668): IUsed Ifor

Imodel Icomparison; Inot Iinterpretable Ialone Ibut Irelevant Iwhen Icomparing Idifferent

Imodels. IDurbin-Watson IStatistic I(2.3081): ISince Ithe Ivalue Iis Iclose Ito I2, Iit

Iindicates Ithat Ithere Iis Ino Ievidence Iof Iserious Iautocorrelation Iin Ithe Iresiduals.

IThis Iconfirms Ithat Ithe Imodel Iis Istatistically Ireliable.

Table I4. I5: ISerial ICorrelation ITest I(Breusch-Godfrey ILM ITest)
Test IStatistic I I I I I I I I I I IValue I I I I I I I I I I I I I I I I I I I I I I I I I I I I I I IProbability
F-statistic I I I I I I I I

I1.796220
I I I I I I I I I I I I I I I I I I I I I I IProb. IF(2, I14) I= I0.2021

Obs*R-
squared

I I I I I I I I
I5.105090

I I I I I I I I I I I I I I I I I I I I I IProb. IChi-Square(2) I=
I0.0779

Source: IE-View I11 Ioutput I

Table I4.5 Ipresents Ithe Iresults Iof Idiagnostic Itests Iconducted Ito Ivalidate Ithe

Irobustness Iof Ithe Iestimated IError ICorrection IModel I(ECM). ISpecifically, Ithe

IBreusch-Godfrey ILagrange IMultiplier I(LM) Itest Iwas Iemployed Ito Iexamine Ithe

Ipresence Iof Iserial Icorrelation Iin Ithe Imodel's Iresiduals, Ia Icritical Iassumption
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Iunderlying Iboth IOrdinary ILeast ISquares I(OLS) Iand IAutoregressive IDistributed

ILag I(ARDL) Iestimation Itechniques. IThe Itest Iyielded Ian IF-statistic Ip-value Iof

I0.2021 Iand Ia IChi-Square Ip-value Iof I0.0779, Iboth Iof Iwhich Isubstantially Iexceed

Ithe Iconventional I5% Isignificance Ithreshold I(α I= I0.05). I

Since Ineither Itest Istatistic Iprovides Isufficient Ievidence Ito Ireject Ithe Inull

Ihypothesis Iof Ino Iserial Icorrelation, Iwe Ican Iconclude Ithat Ithe Imodel's Iresiduals

Iare Istatistically Iindependent Iand Ifree Ifrom Iautocorrelation. IThis Ifinding Iis

Iparticularly Iimportant Ias Iit Iconfirms Ithat Ithe IECM Ispecification Isatisfies Ia

Ifundamental Irequirement Ifor Ireliable Istatistical Iinference I- Ithe Iabsence Iof

Isystematic Ipatterns Iin Ithe Ierror Iterms. IBy Idemonstrating Ithat Isuccessive

Iresiduals Iare Inot Icorrelated, Ithese Iresults Ienhance Ithe Icredibility Iof Ithe

Iestimated Icoefficients Iand Istrengthen Iour Iconfidence Iin Ithe Imodel's Iability Ito

Iproduce Iunbiased Iand Iefficient Iparameter Iestimates. IThe Isuccessful Ipassage Iof

Ithis Idiagnostic Icheck Itherefore Ireinforces Ithe Ioverall Ivalidity Iof Ithe Ieconometric

Ianalysis Iand Isupports Ithe Iuse Iof Ithe Imodel Ifor Iboth Iexplanatory Iand Ipredictive

Ipurposes Iin Iexamining Ithe Irelationship Ibetween Ithe Istudied Ieconomic Ivariables.

IFurthermore, Ithis Ioutcome Isuggests Ithat Ithe Imodel's Idynamic Ispecification,

Iincluding Iits Ilag Istructure, Ihas Iadequately Icaptured Ithe Itemporal Idependencies Iin

Ithe Idata, Ileaving Ino Isignificant Iautocorrelation Iin Ithe Iresiduals Ithat Imight

Iotherwise Idistort Ithe Istatistical Iconclusions.
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Observations 25

Mean      -6.61e-11
Median  -105.4605
Maximum  1679.390
Minimum -2228.980
Std. Dev.   883.7243
Skewness  -0.330271
Kurtosis   3.020350

Jarque-Bera  0.454926
Probability  0.276431

Figure I4.2 INormality Iof IResiduals ITest

Source: IE-view I11 Ioutput

The IJarque-Bera Itest Iresults Ipresented Iin IFigure I4.2 Iprovide Icrucial Ivalidation Iof

Iour Imodel's Iresidual Idistribution, Iyielding Ia Ip-value Iof I0.2764 Ithat Isignificantly

Iexceeds Ithe I5% Isignificance Ithreshold. IThis Ioutcome Ileads Ius Ito Iretain Ithe Inull

Ihypothesis Iof Inormally Idistributed Iresiduals, Iconfirming Ithat Iour Imodel Isatisfies

Ithis Ifundamental IOLS Iassumption. IThe Itest's Imethodology Iexamines Iboth Ithe

Iskewness I(third Imoment) Iand Ikurtosis I(fourth Imoment) Iof Ithe Iresidual

Idistribution, Icomparing Ithese Iagainst Ithe Iexpected Ivalues Iof Ia Iperfect Inormal

Idistribution I(0 Iand I3 Irespectively). IThe Ihigh Ip-value Iindicates Ithat Iany

Ideviations Ifrom Inormality Iin Iour Iresiduals Iare Istatistically Iinsignificant, Imeaning

Iour Iresiduals Iexhibit Iapproximately Isymmetric Idistribution Iwith Itails Iconsistent

Iwith Ia IGaussian Idistribution. IThis Ifinding Icarries Iimportant Iimplications Ifor Iour

Ianalysis: Iit Iensures Ithe Ireliability Iof Iour It-statistics Iand Iconfidence Iintervals,

Ivalidates Iour Iuse Iof Istandard Ihypothesis Itesting Iprocedures, Iand Iconfirms Ithat

Iour Iparameter Iestimates Ifollow Ithe Iexpected Inormal Idistribution Iin Ifinite
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Isamples. IThe Inormality Iof Iresiduals Ifurther Isuggests Iour Imodel Ispecification

Iadequately Icaptures Ithe Iunderlying Idata Igenerating Iprocess Iwithout Isystematic

Imisspecification. IThis Iresult Icomplements Iour Iearlier Idiagnostic Ichecks I(serial

Icorrelation Iand Iheteroskedasticity Itests) Ito Iprovide Ia Icomprehensive Ivalidation Iof

Iour Imodel's Istatistical Iproperties, Iallowing Ius Ito Iproceed Iwith Iconfidence Iin

Iinterpreting Iour Icoefficient Iestimates Iand Imaking Ieconomic Iinferences.

IConformation Iof Inormality Iis Iparticularly Ivaluable Ias Iit Imeans Iwe Ican Irely Ion

Iconventional Iinference Imethods Iwithout Ineeding Ito Iemploy Irobust Ialternatives Ior

Inonlinear Itransformations Ithat Imight Icomplicate Iinterpretation Iof Iour Iresults.

Figure I4.3 ICumulative ISum I(CUSUM) ITest

Source: IE-Views I11 Ioutput I

The ICUSUM I(Cumulative ISum) Itest Iplot Ipresented Iin IFigure I4.3 Iprovides

Icritical Ivalidation Iof Iour Iregression Imodel's Iparameter Istability Iover Itime. IThis

Ipowerful Idiagnostic Itool Iworks Iby Icumulatively Isumming Ithe Istandardized Ione-

step Iahead Iforecast Ierrors, Icreating Ia Ivisual Irepresentation Iof Icoefficient Istability
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Ithroughout Iour Isample Iperiod. IThe Iblue ICUSUM Itrajectory Iremaining

Iconsistently Iwithin Ithe Ired I5% Isignificance Iboundaries Idemonstrates Ithat Iour

Imodel's Icoefficients Iexhibit Iremarkable Istructural Istability, Iwith Ino Ievidence Iof

Isignificant Iparameter Ivariation Ior Istructural Ibreaks Iduring Ithe Ianalyzed

Itimeframe. IThis Ifinding Icarries Iseveral Iimportant Iimplications Ifor Iour Ianalysis.

IFirst, Iit Iconfirms Ithat Ithe Ieconomic Irelationships Icaptured Iby Iour Imodel

Iparameters Iremain Iconsistent Ithroughout Ithe Istudy Iperiod, Iunaffected Iby

Ipotential Iregime Ichanges, Ipolicy Ishifts, Ior Iother Istructural Idisruptions. ISecond,

Ithe Istability Iresult Ienhances Ithe Imodel's Ipredictive Ireliability, Isuggesting Ithat Ithe

Iestimated Icoefficients Ican Ibe Isafely Iused Ifor Iboth Iin-sample Ianalysis Iand Iout-

of-sample Iforecasting. I

Third, Iit Ivalidates Iour Imodeling Iapproach Iby Iindicating Ithat Iwe Ihave Iadequately

Iaccounted Ifor Ipotential Itime-varying Ieffects Ithrough Iappropriate Ispecification

Ichoices. IThe ICUSUM Itest's Ipositive Ioutcome Iis Iparticularly Ivaluable Ibecause Iit

Iaddresses Ia Icommon Ichallenge Iin Ithe Itime-series Ieconometrics I- Ithe Ipotential

Ifor Iparameter Iinstability Ithat Icould Iundermine Imodel Ivalidity. IBy Iconfirming

Icoefficient Istability, Iwe Istrengthen Iconfidence Iin Iour Iresults Iand Itheir Ipolicy

Iimplications. IThis Istability Isuggests Ithat Ithe Iunderlying Ieconomic Imechanisms

Idriving Iour Ivariables' Irelationships Ihave Iremained Iconsistent, Imaking Iour

Ifindings Imore Igeneralizable Iwithin Ithe Istudied Iperiod. IFurthermore, Ithe Iabsence
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Iof Istructural Ibreaks Imeans Iwe Ican Iavoid Icomplications Iassociated Iwith Imodeling

Iregime Ichanges Ior Itime-varying Iparameters, Isimplifying Iinterpretation Iwhile

Imaintaining Ianalytical Irigor. I

The Itest's Imethodology Ideserves Iparticular Iattention: Iit Isequentially Ievaluates

Irecursive Iresiduals, Imaking Iit Isensitive Ito Iboth Isudden Istructural Ibreaks Iand

Imore Igradual Iparameter Idrift. IIts Iability Ito Imaintain Iour Iblue Itrajectory Iwithin

Ithe Iconfidence Ibounds Ithroughout Ithe Isample Iperiod Iprovides Icomprehensive

Ievidence Iof Istability. IThis Iresult Icomplements Iour Iearlier Idiagnostic Ichecks

I(normality, Iserial Icorrelation, Iand Iheteroskedasticity Itests) Ito Ipresent Ia Irobust

Icase Ifor Iour Imodel's Ireliability Iacross Imultiple Idimensions Iof Istatistical

Ivalidation.
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Figure I4.4: ICumulative ISum Iof ISquares I(CUSUMSQ) ITest

Source: IE-Views I11 Ioutput I

The ICUSUMSQ Itest Iresults Iin IFigure I4.4 Idemonstrate Istrong Ievidence Iof Imodel

Istability Ithroughout Ithe I1998-2023 Istudy Iperiod, Ias Ithe Icumulative Isum Iof

Isquared Iresiduals I(blue Iline) Iremains Iconsistently Iwithin Ithe I5% Isignificance
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Ibounds I(red Idotted Ilines). IThis Ioutcome Iconfirms Ithat Iour Iregression Imodel

Imaintains Istructural Istability, Iwith Ino Ievidence Iof Iparameter Iinstability Ior

Ivariance Ishifts Ithat Iwould Iindicate Istructural Ibreaks. IThe Itest's Imethodology I-

Itracking Ithe Icumulative Isum Iof Isquared Irecursive Iresiduals I- Imakes Iit

Iparticularly Ieffective Iat Idetecting Ichanges Iin Ierror Ivariance Istructure, Iand Iits

Isuccessful Ipassage Isuggests Iour Imodel Ispecification Iadequately Icaptures Ithe

Iunderlying Ieconomic Irelationships Iacross Idifferent Imarket Iconditions. IThese

Ifindings Isignificantly Istrengthen Ithe Ivalidity Iof Iour Icoefficient Iestimates Iand

Ienhance Iconfidence Iin Ithe Imodel's Iforecasting Ireliability, Ias Ithe Istable Ierror

Ivariance Iindicates Iconsistent Ipredictive Iperformance Ithroughout Ithe I25-year

Ianalysis Iwindow. IThe Iresults Icomplement Iour Iother Idiagnostic Itests Ito Iprovide

Icomprehensive Ivalidation Iof Iour Imodeling Iapproach, Iconfirming Ithat Ithe

Iidentified Irelationships Ibetween Ifinancial Imarket Iindicators Iand Ieconomic Igrowth

Irepresent Irobust, Ilong-term Ilinkages Irather Ithan Itemporary Ior Iperiod-specific

Iassociations. I

This Istability Iis Iespecially Inoteworthy Igiven INigeria's Ievolving Ieconomic

Ilandscape Iduring Ithis Iquarter-century Ispan, Isuggesting Iour Imodel Icaptures

Ifundamental Ieconomic Imechanisms Ithat Ipersist Iacross Idifferent Ipolicy Iregimes

Iand Imarket Iconditions. IThe ICUSUMSQ Itest's Isatisfactory Ioutcome Ithus

Ireinforces Ithe Iappropriateness Iof Iour Ieconometric Ispecification Iand Isupports Ithe
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Iuse Iof Iconventional Iinference Imethods Ifor Ipolicy Ianalysis Iand Iforecasting

Iapplications.

4.2 Test Iof IHypotheses

This Isection Ipresents Ithe Ivalidation Iof Ithe Inull Ihypotheses Istated Iin Ithe Istudy

Iusing Iresults Ifrom Ithe IARDL Ishort-run Idynamics Iestimates Iand Ithe IError

ICorrection IModel I(ECM) Ifor ILong IRun. IThe Ihypotheses Iare Itested Ibased Ion

Ithe Istatistical Isignificance I(p-values) Iof Ithe Iestimated Icoefficients.

Table I4.6 ISummary Iof Ithe IECM Ifor IHypothesis IValidation
Variable Coefficient Standard

IError
t-

Statistic
p-

Value
Conclusion

MCAP -5.7469 10.28499 -0.5588 0.5841 No Ishort Irun Isignificant Iimpact I I
I(p I> I0.05). I

ASL -6.747 13.574 -0.497 0.5285 No Ishort Irun Isignificant Iimpact I I
I(p I> I0.05). I

TVT 58.6906 102.8283 0.5708 0.5761 No Ishort Irun Isignificant Iimpact I I
I(p I> I0.05).

LE -603.3099 166.2809 -3.6283 0.0023 There Iis Ishort Irun ISignificant
Iimpact I(p I< I0.05). I

CointEq(-
1)

-0.7012 0.1151 -6.0926 0.0000 There’s Ilong Irun Isignificant
Iimpacts I(p I< I0.05).

Source: IE-View I11 Ioutput I

The Istudy's Iempirical Ifindings, Ias Ipresented Iin ITable I4.6, Iprovide Inuanced

Iinsights Iinto Ithe Ishort-term Idynamics Iand Ilong-term Iequilibrium Irelationships

Ibetween INigeria's Icapital Imarket Iindicators Iand Ireal Ieconomic Igrowth. IThe

IError ICorrection IModel I(ECM) Iresults Ireveal Idistinct Itemporal Ipatterns Iin Ihow



110

Idifferent Ifinancial Imarket Ivariables Iinfluence IReal IGross IDomestic IProduct

I(RGDP).

Regarding Ishort-term Iimpacts, Ithe Ianalysis Iyields Istatistically Iinsignificant

Icoefficients Ifor Ithree Ikey Icapital Imarket Iindicators: IMarket ICapitalization

I(MCAP: Icoefficient=-5.7469, Ip=0.5841), IAll IShare IIndex I(ASI: Icoefficient=-6.747,

Ip=0.5285), Iand ITotal IValue Iof ITransactions I(TVT: Icoefficient=58.6906,

Ip=0.5761). IThese Iresults, Iall Iexceeding Ithe I0.05 Isignificance Ithreshold, Ilead Ito

Inon-rejection Iof Inull Ihypotheses IH01-H03. IThis Isuggests Ithat Ishort-term

Ifluctuations Iin Imarket Isize I(MCAP), Istock Iperformance I(ASI), Iand Itrading

Iactivity I(TVT) Ido Inot Iexert Iimmediate Imeasurable Ieffects Ion INigeria's Ieconomic

Ioutput. IThe Ifindings Imay Ireflect Istructural Icharacteristics Iof INigeria's Ifinancial

Isystem, Iwhere Icapital Imarket Idevelopments Irequire Itime Ito Itranslate Iinto Ireal

Ieconomic Iactivity Ithrough Iinvestment Ichannels.

In Icontrast, IListed IEquities I(LE: Icoefficient=-603.3099, Ip=0.0023) Idemonstrates

Istatistically Isignificant Ishort-term Iimpact, Ileading Ito Irejection Iof IH04. IThis

Iintriguing Iresult Isuggests Ithat Ichanges Iin Ithe Icomposition Ior Iperformance Iof

Ilisted Icompanies Imay Ihave Imore Iimmediate Ieconomic Iconsequences, Ipotentially

Ithrough Iwealth Ieffects Ior Icorporate Iinvestment Idecisions Ithat Irapidly Iaffect

Iaggregate Idemand.
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The Imodel's Ierror Icorrection Iterm I(CointEq(-1): Icoefficient=-0.7012, Ip=0.0000)

Iprovides Icompelling Ievidence Iof Ia Istable Ilong-run Irelationship. IThe Ihighly

Isignificant Icoefficient Iindicates Ithat Iapproximately I70.12% Iof Iany Ishort-run

Ideviations Ifrom Iequilibrium Iare Icorrected Ieach Iperiod I- Ian Iexceptionally Irapid

Iadjustment Iprocess Iby Iinternational Istandards. IThis Ifinding Iconfirms Ithat Iwhile

Iindividual Icapital Imarket Iindicators Imay Ilack Ishort-term Iexplanatory Ipower, Ithey

Icollectively Imaintain Ia Irobust Iequilibrium Irelationship Iwith Ieconomic Igrowth

Iover Itime.

These Iresults Ihave Iimportant Ipolicy Iimplications. IThe Isignificant Ilong-run

Irelationship Isupports Ipolicies Ithat Ifoster Icapital Imarket Idevelopment Ias Ia Igrowth

Istrategy, Iwhile Ithe Ishort-term Idynamics Isuggest Ithat Ipolicymakers Ishould Inot

Iexpect Iimmediate Ieconomic Ibenefits Ifrom Imarket Ifluctuations. IThe Iexceptional

Iadjustment Ispeed Iimplies Ithat INigeria's Ieconomy Idemonstrates Iremarkable

Iresponsiveness Ito Irestore Iequilibrium Ifollowing Ifinancial Imarket Ishocks.

4.3 Discussion Iof Ithe IFindings I

Table I4.4a: ISummary Iof IShort-Run Iand ILong-Run IImpacts
Variable Short-Run

ICoefficient
Prob. Interpretation Long-Run

ICoefficient
Key IImplication

D(MCAP) -5.7469 0.5841 Insignificant
Iimpact

– Financial Imarkets Ineed
Itime Ito Iimpact
Igrowth

D(ASL) -6.747 0.5285 Insignificant
Iimpact

– Human Icapital Ieffects
Iare Idelayed

D(TVT) 58.6906 0.5761 Insignificant
Ipositive Iimpact

– Trade Ibenefits
Imaterialize Ilong-term

D(LE) -603.3099 0.0023 Significant
Inegative Iimpact

– Short-run Idemographic
Icosts Idominate
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CointEq(-
1)

– – Error ICorrection
IMechanism

-0.7012 70.12% Iannual
Iequilibrium Iadjustment

Notes: IShort-run: ICoeficients Ifor Idifferenced Ivariables I(D(.)). ILong-run: ICaptured Ivia Ithe Ierror
Icorrection Iterm I(CointEq I(-1)). ICritical Ivalues: I5% Isignificance Ilevel I(bold Iif Ip I< I0.05).

Table I4.4a Iprovides Ia Icomprehensive Ieconometric Isummary Iof Ithe Ishort-run Iand

Ilong-run Iimpacts Iof Iselected Icapital Imarket Iindicators Ion Ieconomic Igrowth, Ias

Imodeled Ithrough Ian IError ICorrection IModel I(ECM). IThe Ishort-run Ieffects Iare

Icaptured Ithrough Ithe Idifferenced Ivariables IMarket ICapitalization I(MCAP), IAll

IShare IIndex I(ASI), ITotal IValue Iof ITransactions I(TVT), Iand IListed IEquities I(LE)

Iwhile Ithe Ilong-run Iequilibrium Irelationship Iis Iassessed Ivia Ithe Ierror Icorrection

Iterm, ICointEq(-1). IThis Iapproach Iis Iconsistent Iwith Ithe Iempirical Istrategy Iused

Iin Itime Iseries Ieconometrics Ito Idistinguish Ibetween Itemporary Ishocks Iand

Ipermanent Irelationships. IA Icritical Ianalysis Iof Ithe Icoefficients Ireveals Inuanced

Iinsights Iinto Ithe Ibehavior Iof INigeria's Icapital Imarket Iand Iits Iinfluence Ion

Imacroeconomic Iperformance.

The Ishort-run Icoefficient Ifor IMarket ICapitalization I(MCAP) Iis Inegative I(-5.7469)

Iand Istatistically Iinsignificant I(p I= I0.5841), Iindicating Ithat Ivariations Iin Imarket

Icapitalization Ido Inot Iexert Ia Imeasurable Iimpact Ion Ireal IGDP Iin Ithe Ishort Irun.

IFrom Ia Itheoretical Istandpoint, Ithis Ifinding Iresonates Iwith Ithe Iargument Ithat

Icapital Iaccumulation Iand Istock Imarket Idepth Ioften Iinfluence Ieconomic

Iperformance Iover Ian Iextended Ihorizon Irather Ithan Iimmediately. IIn Ithe Icontext

Iof Iemerging Imarkets Ilike INigeria, Ithe Ilack Iof Ishort-term Isignificance Icould Ibe
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Iattributed Ito Istructural Iinefficiencies, Ishallow Iinvestor Iparticipation, Iand Ilimited

Ifinancial Iintegration. ITherefore, Iwhile Imarket Icapitalization Iremains Ian Iimportant

Iindicator Iof Ifinancial Isector Idevelopment, Iits Ieffect Iappears Idelayed Idue Ito Ithe

Itime Ineeded Ifor Icapital Iinvestments Ito Igenerate Iproductive Ioutcomes. IThis

Isupports Ithe Iendogenous Igrowth Itheory Ithat Ihighlights Ithe Irole Iof Ifinancial

Imarkets Iin Ifacilitating Ilong-term Icapital Iformation Irather Ithan Ishort-run Ioutput

Ichanges.

This Ifinding Iis Iconsistent Iwith Iearlier Istudies Iby IAdeniyi Iet Ial. I(2011) Iand

IOlweny Iand IKimani I(2011), Iwho Inoted Ithat Ithe Imarket’s Idepth Iand Iliquidity

Iconstraints Ireduce Ithe Iinfluence Iof Imarket Icapitalization Ion Ireal Isector

Iperformance Iin Ithe Ishort Iterm. IMore Irecently, IAkinbola I(2024) Iconfirmed Ithat

Iwhile Imarket Icapitalization Iplays Ia Isignificant Irole Iin Ilong-run Ieconomic

Iexpansion, Iits Ishort-term Ieffect Iremains Ilimited Idue Ito Ispeculative Itrading, Ipoor

Iregulatory Ioversight, Iand Ishallow Iinvestor Iparticipation. IAkinbola Iand IAkinbola

I(2024) Ifurther Iobserved Ithat Ithe Imarket Irequires Ideeper Ireforms Ito Imake Icapital

Iflow Ifrom Ithe Istock Imarket Ito Iproductive Isectors Imore Iseamless. IThese Iresults

Isuggest Ithat Ipolicymakers Ishould Iimprove Iinvestor Iconfidence, Itransparency, Iand

Ithe Idiversity Iof Ilistings Ito Ienhance Imarket Icapitalization's Irole Iin Ishort-run

Ieconomic Igrowth. IThe Iweak Ishort-term Ilinkage Icould Ialso Ibe Iattributed Ito
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Imisallocation Iof Icapital, Iwhere Ifunds Iraised Iin Ithe Istock Imarket Iare Inot

Idirected Itoward Iproductive Iinvestments.

The IAll IShare IIndex I(ASI), Irepresenting Ithe Iaggregate Iperformance Iof Ilisted

Iequities, Idisplays Ia Inegative Ibut Iinsignificant Ishort-run Icoefficient I(-6.747, Ip I=

I0.5285). IThis Isuggests Ithat Ifluctuations Iin Ishare Iprices Ior Istock Imarket

Ivaluations Ido Inot Itranslate Iinto Iimmediate Ieconomic Iexpansion. IOne Iplausible

Iexplanation Iis Ithe Ivolatility Iand Ispeculative Inature Iof Ithe INigerian Icapital

Imarket, Iwhere Iprices Imay Inot Ireflect Iunderlying Ifundamentals, Ithereby

Iweakening Ithe Isignal Ito Ireal Isector Iinvestors. IMoreover, Ithe Ilow Iresponsiveness

Iof Ithe Ieconomy Ito IASI Ichanges Icould Ipoint Ito Ia Idisconnect Ibetween Ifinancial

Imarkets Iand Ithe Iproductive Isectors. IThis Ialigns Iwith Ithe Iweak-form Iefficiency

Ihypothesis, Iwhich Iposits Ithat Imarkets Iwith Ipoor Iinformational Iefficiency Iand

Iinvestor Iirrationality Imay Istruggle Ito Isupport Ireal Ieconomic Iactivity, Iparticularly

Iin Ithe Ishort Iterm. IHence, Ithe IASI’s Iinsignificance Imay Ireflect Ia Ibroader

Iinefficacy Iin Ithe Icapital Imarket’s Icapacity Ito Ichannel Isavings Iinto Iproductive

Iinvestment Iquickly.

This Ioutcome Ialigns Iwith Ithe Iconclusions Iof IIbe Iand IOkoro I(2014), Iand ISaliu

Iet Ial. I(2015), Iwho Iargue Ithat Ithe IASI Iis Imore Ireflective Iof Imarket Ipsychology

Ithan Iunderlying Ieconomic Ifundamentals. IRecent Ifindings Iby IAkinbola I(2024)

Isupport Ithis Iposition, Isuggesting Ithat Ialthough IASI Imay Iinfluence Ieconomic
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Iperformance Iin Ithe Ilong Irun, Ishort-term Idynamics Iare Itoo Ivolatile Iand

Ispeculative Ito Iyield Ia Imeasurable Iimpact. IComplementing Ithis, INaira Imetrics

I(2024) Ireported Ia I33.81% Irise Iin Ithe INGX IASI Iin Ithe Ifirst Ihalf Iof I2024,

Iattributing Ito Iinvestor Ianticipation Iof Ifavorable Ifiscal Ipolicies Irather Ithan Ireal

Isector Iexpansion. IThese Ifindings Iimply Ithat Istructural Ireforms Iare Ineeded Ito

Iensure Ithat Ithe Istock Imarket Iperformance, Ias Icaptured Iby Ithe IASI, Iis Imore

Ialigned Iwith Ithe Ireal Ieconomy Irather Ithan Ispeculative Ibubbles.

The Icoefficient Ifor Ithe Itotal Ivalue Iof Itransactions Istands Iat I58.6906, Iwith Ia Ip-

value Iof I0.5761, Isuggesting Ian Iinsignificant Irelationship Iwith IRGDP Iin Ithe Ishort

Irun. IWhile Ithis Ivariable Irepresents Itrading Iactivity Iand Imarket Ivibrancy, Iit Idoes

Inot Inecessarily Iindicate Ia Ipositive Icontribution Ito Ioutput. IThis Isupports Ithe

Iargument Iby IMlambo Iand INcube I(2013) Ithat Ihigh Itransaction Ivolumes Ican Iexist

Iin Imarkets Iwhere Ispeculative Itrading Idominates Iover Iinvestment Iin Ithe

Iproductive Ieconomy. IAkinbola I(2024) Ireinforces Ithis Iby Iasserting Ithat.

The ITotal IValue Iof ITransactions I(TVT) Ishows Ia Ilarge Ipositive Ishort-run

Icoefficient I(58.6906), Ibut Ithis Iimpact Ialso Istatistically Iinsignificant I(p I= I0.5761).

IThis Ivariable Itheoretically Imeasures Imarket Iliquidity Iand Iinvestor Iactivity, Iand Ia

Ipositive Icoefficient Ialigns Iwith Iexpectations Iunder Ithe Iliquidity Ihypothesis,

Iwhich Iasserts Ithat Iactive Itrading Ienhances Ithe Iease Iof Iasset Iconversion Iand

Iencourages Iinvestment. IHowever, Ithe Iinsignificance Iof Ithis Icoefficient Iimplies



116

Ithat Iincreased Itrading Ivolume Ialone Idoes Inot Idrive Iimmediate Ieconomic Igrowth

Iin INigeria. IThis Imay Ireflect Ispeculative Itrading, Ishort-term Iarbitrage, Ior Ilimited

Iparticipation Iby Iinstitutional Iinvestors Iwhose Iinvestments Icould Ihave Imore

Isustained Ieffects. ITherefore, Iwhile Iliquidity Iis Ia Inecessary Icondition Ifor Imarket

Iefficiency, Iit Iappears Iinsufficient Ion Iits Iown Ito Istimulate Igrowth Iin Ithe Ishort

Iterm Iwithout Icomplementary Iinstitutional Iframeworks Isuch Ias Iinvestor Iprotection,

Igovernance Ireforms, Iand Ifinancial Iliteracy Iprograms. ITVT Ireflects Imarket

Iactivity, Iits Iinfluence Ion Ieconomic Igrowth Iis Inegligible Iif Ithe Itransactions Iare

Inot Ibacked Iby Ireal Iinvestments Iin Isectors Iwith Ihigh Ieconomic Imultipliers. IThe

Ifindings Iimply Ithat Ihigh Imarket Iturnover Iwithout Icorresponding Iproductive

Iinvestment Icontributes Ilittle Ito Ieconomic Idevelopment. IConsequently, Ireforms

Ishould Itarget Ichanneling Icapital Imarket Itransactions Iinto Ilong-term Iinvestments

Isuch Ias Iinfrastructure, Imanufacturing, Iand Itechnology Isectors Ito Iachieve Itangible

Igrowth Ioutcomes.

The Ionly Ivariable Iwith Ia Istatistically Isignificant Ishort-run Ieffect Iis IListed

IEquities I(LE), Iwhich Iexerts Ia Istrong Inegative Iimpact Ion Ieconomic Igrowth I(-

603.3099, Ip I= I0.0023). IThis Icounterintuitive Iresult Iwarrants Icareful Iinterpretation.

ITheoretically, Ian Iincrease Iin Ilisted Iequities Ishould Iindicate Ifinancial Imarket

Iexpansion Iand Iimproved Iaccess Ito Icapital. IHowever, Ithe Inegative Iimpact Imay

Ireflect Ishort-run Imarket Isaturation, Iregulatory Ibottlenecks, Ior Ithe Ientry Iof
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Iunderperforming Ifirms Idiluting Ithe Iquality Iof Imarket Ilistings. IIn Ipractice, Inew

Ilistings Ican Icreate Itemporary Ivolatility, Iincrease Icompetition Ifor Iinvestment

Ifunds, Ior Ireflect Igovernment Iprivatization Ipolicies Ithat Iare Inot Iimmediately

Iproductive. IThis Iresult Isuggests Ithat Iwhile Iexpanding Ithe Icapital Imarket Iis

Idesirable, Ithe Iquality, Inot Imerely Ithe Iquantity, Iof Ilisted Ifirms Idetermines Ithe

Ireal Ieconomic Ioutcomes. IThe Ishort-run Icosts Iassociated Iwith Imarket

Iliberalization Iand Iadjustment Imay, Itherefore, Ioutweigh Ibenefits Iinitially, Icalling

Ifor Iimproved Imarket Iscreening, Idisclosure Istandards, Iand Ipost-listing Icompliance

Imechanisms.

This Ifinding Iis Iin Iline Iwith Ithe Ifindings Iof IAdewale Iand IAdegboye I(2015), Ias

Iwell Ias IFosu Iand IAkinlo I(2018), Ifound Ithat Ilisted Iequities Icontribute Ito

Ieconomic Igrowth Iprimarily Iin Ithe Ilong Iterm, Ias Ishort-term Ifluctuations Iare

Iinfluenced Iby Imarket Iadjustments, IIPO Iperformance Ivolatility, Iand Iliquidity

Iconstraints. IAkinbola I(2024) Ialso Iobserved Ia Ilong-run Ipositive Iinfluence Iof

Ilisted Isecurities Ion Igrowth, Ithough Ihe Iacknowledged Ithat Ishort-term Ieffects

Imight Idiverge Idue Ito Itransitional Icosts Iand Ipoor Ifirm Iperformance. ITherefore,

Iwhile Iexpanding Ithe Inumber Iof Ilisted Icompanies Iis Iessential Ifor Icapital Imarket

Idevelopment, Iregulators Imust Iensure Ithat Ionly Ifinancially Isound Iand Iwell-

governed Ifirms Iare Iadmitted Ito Ithe Iexchange Ito Iavoid Inegative Ispillovers Ion Ithe

Ieconomy.
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The Ilong-run Idynamics Iare Icaptured Iby Ithe Icoefficient Iof Ithe Ierror Icorrection

Iterm, ICointEq(-1), Iwhich Iis I-0.7012 Iand Ihighly Isignificant. IThis Iimplies Ithat

Iapproximately I70.12% Iof Ideviations Ifrom Ithe Ilong-run Iequilibrium Ibetween

Icapital Imarket Iindicators Iand Ieconomic Igrowth Iare Icorrected Iannually. IThe

Imagnitude Iof Ithis Icoefficient Ireflects Ia Irapid Ispeed Iof Iadjustment, Iconfirming

Ithe Iexistence Iof Ia Istable Ilong-term Irelationship Iamong Ithe Ivariables. IThis

Ifinding Iis Iparticularly Iimportant Ibecause Iit Ivalidates Ithe Iunderlying Itheoretical

Iproposition Iof Icapital Imarket-led Igrowth, Iwherein Ifinancial Idevelopment Iexerts Ia

Idelayed Ibut Isubstantial Iinfluence Ion Imacroeconomic Ioutcomes. IFrom Ia Ipolicy

Iperspective, Ithis Iemphasizes Ithe Ineed Ifor Ipatience Iin Icapital Imarket Ireforms, Ias

Iimmediate Igains Imay Inot Ibe Ievident, Ibut Ilong-term Istability Iand Iefficiency

Igains Iare Ilikely Iif Ireforms Iare Isustained. IMoreover, Ithe Isignificance Iof Ithe

Ierror Icorrection Iterm Iunderscores Ithe Irobustness Iof Ithe Ieconometric Imodel Iand

Ithe Icointegrating Irelationship, Iproviding Iempirical Isupport Ifor Ithe IMcKinnon-

Shaw Ihypothesis Ithat Iliberalized Iand Iefficient Ifinancial Imarkets Ipromote Ilong-run

Ieconomic Igrowth.

The Ievidence Ifrom ITable I4.4a Isuggests Ithat Iwhile Ishort-run Iimpacts Iof Icapital

Imarket Iindicators Ion Ieconomic Igrowth Iare Ilargely Imuted Ior Inegative Iexcept Ifor

ILE Ithe Ilong-run Irelationship Iis Isignificant Iand Istable. IThis Ihas Icritical

Iimplications Ifor Ieconomic Ipolicy Iin INigeria. IPolicymakers Ishould Inot Iover-rely
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Ion Icapital Imarket Idynamics Ifor Iimmediate Ieconomic Istimulus Ibut Irather Iinvest

Iin Ilong-term Imarket Idevelopment, Iinstitutional Ireform, Iand Iinvestor Iconfidence-

building Imeasures. IEnhancing Ithe Iregulatory Iframework, Iimproving Imarket

Iinfrastructure, Iand Ideepening Iinvestor Ieducation Iwill Ibe Ikey Iin Iunlocking Ithe

Icapital Imarket’s Ifull Ipotential Ias Ia Idriver Iof Ieconomic Igrowth.

This Isupports Ithe Iconcept Iof Icointegration, Iwhere Idespite Iinsignificant Ishort-term

Ilinkages, Icapital Imarket Ifundamentals Ilike Imarket Icapitalization, IASI, Iand ITVT

Idoes Inot Iinfluence Ieconomic Igrowth Iover Itime. IAkinbola I(2024) Iconfirmed

Isimilar Ifindings, Ireporting Ia I98% Iannual Ispeed Iof Iadjustment Iand Iemphasizing

Ithe Imarket’s Ilong-term Icontribution Ito Ieconomic Idevelopment. IThese Iresults

Ivalidate Ithe Iargument Ithat INigeria's Icapital Imarket Irequires Ilong-term Istrategic

Iplanning Ito Ialign Iit Iwith Inational Idevelopment Igoals. IIn Iessence, Iwhile Ishort-

run Ieffects Imay Ibe Imuted Ior Ieven Inegative, Ithe Icapital Imarket Iholds Isubstantial

Ipotential Ito Ifoster Ieconomic Igrowth Iif Iits Ioperations Iare Istabilized, Ideepened,

Iand Ialigned Iwith Ithe Iproductive Isector.

IGenerally, Ithe Irevealed Ithat Imost Iof Ithe Icapital Imarket Ifundamentals Ido Inot

Ihave Isignificant Ishort-run Iimpacts Ion INigeria’s Ieconomic Igrowth Iin Ithe Ishort

Irun, Ireflecting Istructural Iweaknesses, Ispeculative Itrading Ipatterns, Iand Ishallow

Iinvestor Iparticipation. IHowever, Ithe Isignificant Ilong-run Iimpact Iidentified Ithrough

Ithe Ierror Icorrection Imechanism Ipoints Ito Ithe Ipotential Iof Ithe Icapital Imarket Ito



120

Isupport Isustainable Idevelopment Iif Iadequately Ireformed. IRecent Iempirical

Ievidence Ifrom I2024 Iand I2025 Istudies Ireinforces Ithe Ineed Ifor Iregulatory

Iimprovements, Idiversification Iof Ilistings, Iand Istronger Iinstitutional Iframeworks Ito

Ichannel Imarket Iactivities Iinto Iproductive Iinvestments Ithat Ican Idrive Inational

Ioutput. IHence, Ithe Ifocus Iof Ipolicymakers Ishould Ishift Ifrom Imere Imarket

Iexpansion Ito Iquality-driven Ireforms Ithat Ienhance Ithe Iefficiency, Idepth, Iand

Idevelopmental Irole Iof Ithe INigerian Icapital Imarket.
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CHAPTER IFIVE

SUMMARY, ICONCLUSION IAND IRECOMMENDATIONS

5.1 Summary Iof Ithe IFindings

This Istudy Iexamined Ithe Iimpact Iof Icapital Imarket Ifundamentals Imeasured Iby

I(MCAP, IASI, ITVT, Iand ILE) Ion INigeria's Ieconomic IGrowth, Imeasured Iwith

IReal IGross IDomestic IProduct I(RGDP). IThe Ifindings Ishow Ithat:

i Listed IEquities I(LE) Iexert Ia Istatistically Isignificant Ipositive Iimpact Ion

INigeria’s Ieconomic Igrowth Iin Ithe Ishort Irun.

ii In Ithe Ilong Irun, Iall Ithe Iindependent Ivariables IMCAP, IASI, ITVT, Iand ILE

Icollectively Iexert Ia Istatistically Isignificant Iimpact Ion INigeria’s Ieconomic

Igrowth, Iindicating Ithe Icumulative Iimportance Iof Ithe Icapital Imarket Iover

Iextended Iperiods.

iii. Market ICapitalization I(MCAP) Idoes Inot Ihave Ia Istatistically Isignificant

Ishort-run Iimpact Ion INigeria’s Ieconomic Igrowth.

iv. All IShare IIndex I(ASI) Idoes Inot Ihave Ia Istatistically Isignificant Ishort-run

Iimpact Ion INigeria’s Ieconomic Igrowth.
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v. Total IValue Iof ITransactions I(TVT) Idoes Inot Ihave Ia Istatistically

Isignificant Ishort-run Iimpact Ion INigeria’s Ieconomic Igrowth.

5.2 Conclusion

The Iempirical Iresults Iindicate Ithat Ithe INigerian Icapital Imarket Iplays Ia Imore

Idecisive Irole Iin Iimpacting Ieconomic Igrowth Iin Ithe Ilong Irun Ithan Iin Ithe Ishort

Irun. IListed IEquities Istand Iout Ias Ithe Ionly Ivariable Iwith Ia Isignificant Ishort-run

Iimpact, Iunderscoring Ithe Iimportance Iof Iequity Ilistings Iand Itrading Iactivities Iin

Iproviding Iimmediate Ieconomic Istimulus.

In Icontrast, IMCAP, IASI, Iand ITVT Irequire Ia Ilonger Itime Ihorizon Ito Imanifest

Itheir Icontributions Ito Ieconomic Igrowth. IThis Isuggests Ithat Ithe Itransmission

Imechanism Iof Icapital Imarket Iactivities Ito Ithe Ireal Ieconomy Iin INigeria Iis

Igradual Iand Idependent Ion Isustained Idevelopment, Istability, Iand Iinvestor

Iconfidence. IThe Ilong-run Isignificance Iof Iall Ithe Ivariables Ihighlights Ithe Istrategic

Irole Iof Ia Iwell-functioning Icapital Imarket Iin Ipromoting Isustainable Ieconomic

Idevelopment.

outcomes Iwhich Ipresents Iboth Ialignment Iand Icontrast Iwith Iexisting Iliterature Iin

Irelation Iwith Iempirical Iand Itheoretical Ifindings Iand Iframework Isuch Ias Ithe

Istudy Iof ILevine Iand IZervos's I(1998) Iseminal Iwork Ion Idelayed Igrowth Ieffects

Ifrom Imarket Isize Iand Iliquidity Iin Iemerging Ieconomies, Iwhile Isupporting



123

IDemirgüç-Kunt Iand ILevine's I(1996) Iemphasis Ion Iequity Imarket Idepth Ias Ia

Igrowth Icatalyst. IThe Irobust Ilong-run Irelationship Ireinforces IBeck Iand ILevine's

I(2004) Icapital Iallocation Itheory, Imirroring INaceur Iand IGhazouani's I(2007)

IMENA Iregion’s Ifindings. IHowever, Ithe Iresults Idiverge Ifrom IAtje Iand

IJovanovic's I(1993) Ideveloped-market Iobservations, Ipotentially Ireflecting INigeria's

Iunique Istructural Iconstraints Ias Ihighlighted Iby IYartey I(2008). IThe Iunusually

Irapid I70.12% Iequilibrium Iadjustment Irate Iexceeds IAdjasi Iand IBiekpe's I(2006)

IAfrican Ibenchmarks, Isuggesting INigeria's Idistinctive Ishock Iabsorption

Imechanisms. IThese Ifindings Icollectively Iunderscore Ithe Inecessity Ifor Itargeted

Istructural Ireforms Ito Ienhance Ishort-run Itransmission Ichannels Iwhile Ileveraging

Ithe Idemonstrated Ilong-run Igrowth Ibenefits. IThe Istudy Iadvances Ithe Ithreshold

Ieffects Ihypothesis I(Rioja Iand IValev I2004) Iand Icalls Ifor Ifuture Iresearch Ion

Isectoral Itransmission Ichannels Iand Iinstitutional Ienablers Ithat Icould Iamplify

Icapital Imarket Iefficacy Iin INigeria's Ievolving Ifinancial Ilandscape, Ialigning Iwith

IWorld IBank I(2021) Irecommendations Ifor Iemerging Imarket Idevelopment

Istrategies.

5.3 Recommendations

In Iline Iwith Ithe Iabove Ifindings Iand Iconclusion, Ithe Ifollowing Irecommendations

Iare Iproposed:
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i. The INigerian IExchange IGroup IShould IStrengthen Ithe Iperformance Iof

IListed IEquities: IThe INigerian IExchange Iand Iregulatory Ibodies Ishould

Iprioritize Ipolicies Ithat Iencourage Ithe Ilisting Iof Ihigh-performing

Icompanies, Ienforce Icorporate Igovernance Istandards, Iand Iattract Iboth

Idomestic Iand Iforeign Iinvestors. IThese Imeasures Iwill Ihelp Isustain Ithe

Ishort-run Ieconomic Ibenefits Iof Iequity Itrading.

ii. The INigerian IExchange IGroup IShould IPromote Ilong-run Icapital

Imarket Idevelopment: IThe Igovernment Ishould Iimplement Ireforms Iaimed

Iat Ideepening Ithe Icapital Imarket Ithrough Ienhanced Iinfrastructure,

Itransparent Iregulatory Iframeworks, Iand Ipolicies Ithat Ireduce Isystemic

Irisk Iand Ienhance Iinvestor Iconfidence.

iii. The INigerian IExchange IGroup IShould IImprove Ithe Ishort-run

Iperformance Iof IMCAP, IASI, Iand ITVT: I IInitiatives Isuch Ias

Iincentivizing Inew Ilistings, Ireducing Imarket Itransaction Icosts, Iand

Iencouraging Iactive Iparticipation Iin Iequity Iand Idebt Imarkets Ican Ihelp

Ithese Ivariables Icontribute Imore Imeaningfully Ito Ishort-run Ieconomic

Igrowth.

iv. The INigerian IExchange IGroup IShould IExpand Iinvestor Ieducation Iand

Iawareness Iprograms: ICapital Imarket Iliteracy Icampaigns Ishould Ibe

Iimplemented Inationwide Ito Iincrease Iparticipation Iand Iensure Ithat Iboth
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Iindividual Iand Iinstitutional Iinvestors Iunderstand Ithe Irisks Iand

Iopportunities Iinherent Iin Imarket Iactivities.

v. The ICentral IBank Iof INigeria IShould IEnsure Imacroeconomic Istability:

IStable Ifiscal Iand Imonetary Ipolicies Iare Icritical Ifor Icreating Ian

Ienabling Ienvironment Ifor Icapital Imarket Igrowth. IThe Igovernment

Ishould Ifocus Ion Imaintaining Ilow Iinflation, Iexchange Irate Istability,

Iand Ia Ipredictable Ipolicy Iframework Ito Isupport Iinvestor Iconfidence

Iand Ilong-term Imarket Iperformance.

5.4 Contributions Ito IKnowledge

This Istudy Imakes Iseveral Icontributions Ito Ithe Iexisting Ibody Iof Iliterature Ion Ithe

Irelationship Ibetween Icapital Imarket Idevelopment Iand Ieconomic Igrowth Iin

INigeria:

i. Empirical IEvidence Ion IShort-Run Ivs. ILong-Run IDynamics: IThe Istudy

Iprovides Ifresh Iempirical Ievidence Ishowing Ithat Iwhile IListed IEquities

Isignificantly Iimpact Ieconomic Igrowth Iin Ithe Ishort Irun, Iother Icapital

Imarket Ifundamentals Isuch Ias IMarket ICapitalization, IAll IShare IIndex, Iand

ITotal IValue Iof ITransactions Irequire Ia Ilonger Itime Iframe Ito Iexert

Isignificant Iinfluence.
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ii. Integrated IAnalysis Iof IMultiple IIndicators: IBy Ianalyzing Ifour Ikey Icapital

Imarket Ivariables Isimultaneously, Ithe Istudy Ioffers Ia Icomprehensive

Iperspective Ion Ithe INigerian Icapital Imarket’s Irole Iin Ieconomic Igrowth,

Ibridging Igaps Iin Iprevious Istudies Ithat Ioften Iexamined Ithese Ivariables Iin

Iisolation.

iii. Policy-Relevant IInsights: IThe Ifindings Idirectly Iinform Ipolicy Iformulation

Iby Ihighlighting Ithe Ineed Ifor Idifferentiated Istrategies Ishort-run

Iinterventions Itargeting IListed IEquities Iand Ilong-run Ipolicies Iaimed Iat

Ienhancing Iall Imarket Iindicators Icollectively.

iv. Evidence Ifor ISustainable IMarket IDevelopment: IThe Iresults Ireinforce Ithe

Iimportance Iof Isustained Icapital Imarket Idevelopment Iand Imacroeconomic

Istability Ias Icatalysts Ifor Ilong-term Ieconomic Igrowth, Iproviding Ia

Iframework Ithat Ipolicymakers, Iregulators, Iand Iinvestors Ican Iapply.
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5.5 Areas Ifor IFurther IStudies

The Ifindings Iof Ithis Istudy Iopen Iup Iseveral Iavenues Ifor Ifurther Iresearch:

i. Sectoral IAnalysis Iof ICapital IMarket IImpact: IFuture Istudies Icould

Iinvestigate Ihow Icapital Imarket Iindicators Iaffect Ispecific Isectors Iof Ithe

INigerian Ieconomy, Isuch Ias Imanufacturing, Iagriculture, Ior Iservices, Ito

Iuncover Isector-specific Idynamics.

ii. Comparative ICross-Country IStudies: IConducting Isimilar Ianalyses Ifor Iother

Iemerging Ieconomies Iand Icomparing Ithe Iresults Iwith INigeria’s Iexperience

Icould Iprovide Ideeper Iinsights Iinto Ithe Irole Iof Iinstitutional Iframeworks

Iand Imarket Imaturity.

iii. Role Iof IExternal IFactors: IFurther Iresearch Icould Iincorporate Ithe Iimpact

Iof Iglobal Ieconomic Ishocks, Iexchange Irate Ivolatility, Iand Iforeign Iportfolio

Iinvestment Iflows Ion Ithe Irelationship Ibetween Icapital Imarket Iperformance

Iand Ieconomic Igrowth.

iv. Behavioral IFinance IPerspective: IFuture Iwork Icould Iexplore Ihow Iinvestor

Ibehavior, Imarket Isentiment, Iand Iinformation Iasymmetry Iinfluence Ithe

Iresponsiveness Iof Icapital Imarket Iindicators Ito Ieconomic Igrowth.

v. Longer ITime ISeries Iand IStructural IBreak IAnalysis: IExtending Ithe Istudy

Iperiod Iand Iincorporating Istructural Ibreak Itests Icould Ihelp Iassess Ihow
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Ipolicy Ireforms, Icrises, Iand Iinstitutional Ichanges Ihave Ishaped Ithe Icapital

Imarket–growth Irelationship Iover Itime.
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APPENDICES

I1. I2.4 ISummary Iof ILiterature IReview I
S/N Author/Year Country Title Methodology Findings
1. Bashiru

I(2025)
Nigeria Effect Iof Ithe ICapital

IMarket Ion IEconomic
IGrowth Iin INigeria

ARDL IModel The Ianalysis Ireveals Ithat Iwhile
Imarket Icapitalization Inegatively
Iaffects IGDP, Ipossibly Idue Ito
Iinefficiencies Ior Ipoor Iregulation,
Iinterest Irates Iand Iinflation Ihave
Ia Iminimal Iimpact. IIn Icontrast,
Ithe Iexchange Irate Ipositively Iand
Isignificantly Icontributes Ito
Ieconomic Igrowth, Iindicating
Ipotential Ibenefits Ifrom Ifavorable
Itrade Ior Imonetary Ipolicies.

2. I Okey-Nwala
I(2025),

Nigeria impact Iof Icapital Imarket
Idynamics Ion INigeria's
Iindustrial Isector Igrowth

Ordinary ILeast
ISquares I(OLS)

The IOLS Iresults Iindicate Ithat
IVST, IASI, ISDI, Iand ISRE
Isignificantly Iinfluence IIGDP,
Irevealing Ithat Istock Imarket
Iliquidity, Ioverall Imarket
Iperformance, Idomestic
Iinvestment, Iand Ieducation
Ispending Iare Icrucial Idrivers Iof
Iindustrial Iexpansion. IGranger
Icausality Itests Iestablish Ia
Ibidirectional Irelationship Ibetween
IIGDP Iand IASI, Isupporting Ithe
Ifinancial Idevelopment-led Igrowth
Ihypothesis, Iwhile Iunidirectional
Icausality Ifrom ISDI Iand ISRE Ito
IIGDP Iunderscores Ithe Iimportance
Iof Idomestic Iinvestment Iand
Ihuman Icapital Idevelopment Iin
Ifostering Ieconomic Igrowth.

3. Bashiru
I(2025)

Nigeria Investigated Ithe Ilong-run
Irelationship Ibetween

Iselected Imacroeconomic
Ivariables Iand INigeria's
IGross IDomestic IProduct

I(GDP).

Autoregressive
IDistributed ILag

I(ARDL)

The Ifindings Ifrom Ithe Ianalysis
Ireveal Ia Inegative Iand
Istatistically Isignificant
Irelationship Ibetween Ithe Imarket
Icapitalization Iratio Iand IGDP,
Iindicating Ithat Ia Iunit Iincrease Iin
Imarket Icapitalization Icorresponds
Ito Ia I1.2508 Idecrease Iin IGDP.
IThis Iunexpected Ioutcome
Isuggests Ithat Ithe Icapital Imarket,
Idespite Iits Ipotential, Imay Inot Ibe
Icontributing Ipositively Ito
Ieconomic Igrowth, Ipossibly Idue
Ito Imarket Iinefficiencies, Ipoor
Iregulatory Iframeworks, Ior
Iunderperformance Iof Ilisted Ifirms.
IOn Ithe Iother Ihand, Ithe Iinterest
Irate Iis Ishown Ito Ihave Ia Ipositive
Ibut Istatistically Iinsignificant
Irelationship Iwith IGDP, Iimplying
Ia Ilimited Iinfluence Ion Ieconomic
Igrowth Iwithin Ithe Iperiod Iof
Istudy. ISimilarly, Iinflation Ihas Ia
Inegative Iand Iinsignificant Iimpact,
Isuggesting Ithat Iinflationary
Ipressures Ihave Inot Ibeen
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Iconducive Ito Igrowth. INotably,
Ithe Iexchange Irate Idisplays Ia
Ipositive Iand Isignificant Ieffect,
Iwith Ia Iunit Ichange Icontributing
Ito Ia I0.037% Iincrease Iin IGDP,
Iwhich Imay Ireflect Ibenefits Ifrom
Ia Ifavorable Iexchange Irate Ipolicy
Ior Iincreased Iexternal
Icompetitiveness.

4. Ariyo Iet Ial.
I(2024)

Nigeria Impact Iof Ithe Icapital
Imarket Ion INigeria's

Ieconomic Igrowth Ifrom
I1990 Ito I2022

OLS IMethod Market Icapitalization Ihas Ia
Ipositive Iand Isignificant Ilong-run
Irelationship Iwith IGDP, Iwhile
Iall-share Iindex Iand Iinflation
Iwere Ipositive Ibut Iinsignificant.

5. Ogieva I&
IOsayi I(2024)

Nigeria Examined Ithe
Irelationship Ibetween

Iforeign Icapital Ioutflows
Iand Istock Imarket

Iperformance Iin INigeria
Ifrom I1986 Ito I2021.

ARDL Imodel FDIO Iand IODAO Inegatively
Iimpacted Istock Imarket
Iperformance, Iwhile IFPIO Iand
IINTR Ihad Iweak Ipositive Ieffects.
IInflation Iwas Iinsignificant.

6. Akinbola
I(2024)

Nigeria Impact Iof Icapital Imarket
Iperformance Ion

INigeria's Ieconomic
Igrowth Ifrom I1981-2019

OLS Iregression Market Icap Iand Iall-share Iindex
Isignificantly Iinfluenced INigeria’s
Ilong-run Ieconomic Igrowth,
Ithough Isome Iresults Idiverged
Ifrom Iexpectations.

7. Olarinre Iet
Ial. I(2023)

Nigeria Effect Iof Ithe INigerian
Istock Iexchange Ion

Ieconomic Idevelopment
Iusing Itime-series Idata
Ifrom I1986 Ito I2021

ARDL I& IECM Found Ia Isignificant Ipositive Ilong-
run Ilink Ibetween Imarket Icap,
Itransaction Ivalue, Iand IGDP
Igrowth.

8. Maduabuchi
Iet Ial. I(2023)

Nigeria Impact Iof Icapital Imarket
Idevelopment Ion

INigeria’s Ieconomic
Igrowth Iusing Iquarterly
Idata Ifrom I1981 Ito

I2021

Quantile
Iregression

It Ifound Ithat IAll-Share IIndex
Ihad Imixed Ieffects I(negative Iat
Ilow Iquantiles, Ipositive Iat Ihigher
Iones). IThe Imarket Icap Ishowed
Ipositive Iimpacts Iacross Iquantiles.

9. Yakubu
I(2023)

Nigeria Examined Ithe Ilink
Ibetween Icapital Imarket

Icapitalization Iand
Ieconomic Igrowth Ifrom

I1990 Ito I2021

OLS I&
ICointegration

Positive/significant Ilink Ibetween
Imarket Icap Iand IGDP, Iwith
Iunidirectional Icausality I(market
Icap I→ IGDP).

10. Olawoye
I(2023)

Nigeria examine Iwhether Icapital
Imarket Iindices

Isignificantly Iimpacted
INigerian Ieconomic

Igrowth

Multiple
Iregression

It Ifound IPositive Ilink Ibetween
Icapital Imarket Iand Ieconomic
Igrowth.

11. Umar I(2022) Nigeria Investigated Ithe
Irelationship Ibetween

INigeria’s Icapital Imarket
Iand Ieconomic

Idevelopment Ifrom I2012
Ito I2021

SQAT IMethod Capital Imarket Isignificantly
Iimpacted IGDP Igrowth, Ibut
Ieffects Ivaried Iby Istate Idue Ito
Iglobal Ifinancial Imarket Imaturity.

12. Bello Iet Ial.
I(2022)

Nigeria examined Ithe Irelationship
Ibetween Icapital Imarket

Iperformance Iand
Ieconomic Idevelopment
Iin Iemerging Ieconomies
Ifrom I2012 Ito I2022

Qualitative
Isynthesis

It Iwas Ifound Ithat I30% Iof
Iempirical Ifindings Iwere
Iinconsistent, Iattributed Ito
Imethodological Idifferences.

13. Ibrahim I&
IMohammed
I(2022)

Nigeria Explored Ithe Irelationship
Ibetween Icapital Imarket
Ioperations Iand Ieconomic

OLS It Iwas Ifound Ithat Ithe IMarket
Icap, Istock Ivalue, Iand IAll-Share
IIndex Ipositively Iimpacted IGDP,
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Igrowth Iusing Iquarterly
Idata Ifrom I2009 Ito

I2018.

Iwith Imarket Icap Ibeing Imost
Isignificant.

14 Umar I(2022) Nigeria Examine Ithe Irelationship
Ibetween Icapital Imarket

Iperformance Iand
Ieconomic Igrowth.

Systematic
IQuantitative
IAssessment
ITechnique
I(SQAT),

The Ifindings Ireveal Ithat Imost Iof
Ithe Istudies Ireviewed Iaffirm Ia
Istrong Ilinkage Ibetween Icapital
Imarket Idevelopment Iand
Ieconomic Igrowth, Ialthough Ithe
Istrength Iand Inature Iof Ithis
Irelationship Ivary Iacross
Icountries.

15. Ihenetu Iand
IIwo I(2022)

Nigeria Impact Iof Icapital Imarket
Ion INigeria Ieconomic

Igrowth

OLS Finding Ithat Imarket Icapitalization
Ipositively Iaffected IGDP, Iwhile
Ithe Iall-share Iindex Ihad Ia
Inegative Ieffect. INew Icapital
Iraised Ithrough Iequity Iissuances
Ishowed Ino Isignificant Iimpact,
Isuggesting Ithat Isecondary Imarket
Iliquidity I(rather Ithan Iprimary
Imarket Iactivity) Imay Ibe Imore
Icritical Ifor Igrowth Iin INigeria's
Icontext.

16. Abayomi Iand
IYakubu
I(2022)

Nigeria Differential Iimpact Iof
Ivarious Ifinancial
Iinstruments Ion Igrowth
Ioutcomes.

Autoregressive
IDistributed ILag
I(ARDL)
Iapproach

The IARDL Ibounds Itest
Iconfirmed Ia Istable Ilong-run
Irelationship, Iwith Iequity Iand
Igovernment Istock Iexhibiting
Istrong Ipositive Ieffects Ion IGDP.
IHowever, Ibonds Iand Ipreference
Ishares Ishowed Ia Imarginally
Inegative Iassociation,

17. Omimakinde
Iand IOtite
I(2022)

Nigeria Assessed Icapital Imarket
Ireforms Ifrom I1985 Ito
I2020.

Ordinary ILeast
ISquares I(OLS)

Their Ianalysis Irevealed Ithat
Imarket Icapitalization, Iinterest
Irates, Iand Itrading Ivolume
I(proxied Iby Ithe Inumber Iof
Ideals) Ipositively Iinfluenced IGDP.
IConversely, Ithe Iall-share Iindex,
Inumber Iof Ilisted Icompanies,
Itransaction Ivalues, Iand Iinflation
Iwere Ifound Ito Ihinder Igrowth.

18. Omodero Iand
IAlege I(2022)

Nigeria Evaluated Ithe Igrowth
Iimpact Iof Idifferent
Igovernment Ibonds
Ibetween I2003 Iand
I2019.

Ordinary ILeast
ISquares I(OLS)

The IMultiple Iregression Ianalysis
Iindicated Ithat IFederal
IGovernment Ibonds Iand ITreasury
Ibills Isignificantly Iboosted IGDP,
Iwhereas ITreasury Ibonds Iand
Iinflation Iexerted Iadverse Ieffects.

19. Imade I(2021) U.S. I&
INigeria

Compared Ithe
Iperformance Iof Ithe IU.S.
Iand INigerian Icapital
Imarkets Iand Itheir

Iimpact Ion IGDP Igrowth
Ifrom I1990 Ito I2017

ECM I&
ICointegration

It Iwas Ifound Ithat IGross Ifixed
Icapital Iformation Iwas Ithe Ionly
Ifactor Iinfluencing INigeria’s
Ieconomic Idevelopment
I(short/long Iterm).

20. Adolphs I&
ISamuel
I(2021)

Nigeria Explored Ithe Irelationship
Ibetween Icapital Imarket

Idevelopment Iand
Ieconomic Igrowth Iin
INigeria Ifrom I1981 Ito

I2017

VAR Market Icap Isignificantly Ipredicted
Ifinancial Idevelopment I(p I=
I0.0205), Iwhile Iother Ifactors Ihad
Iminimal IGDP Iimpact.
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21. Udo Iet Ial.
I(2021)

Nigeria Analyzed Ithe Ieffect Iof
Ifinancial Imarket

Iexpansion Ion INigeria's
Ieconomic Igrowth Ifrom

I1983 Ito I2016

ARDL Ibounds
Itest

It Iwas Ifound Ithat IAll-Share
IIndex Iand Ilisted Isecurities
Isignificantly Iimpacted Ishort/long-
term Igrowth.

22. Celina Iet Ial.
I(2021)

Nigeria Examined Ithe Iimpact Iof
Ithe Icapital Imarket Ion
INigeria's Ieconomy

VECM It Iwas Ifound Ithat IMarket Icap
Iand Iall-share Iindex Ihad Ipositive
Ibut Istatistically Iinsignificant
Ieffects Ion IGDP.

23. Emmanuel Iet
Ial. I(2021)

Nigeria I& IS.
IAfrica

Investigated Ithe Ieffect Iof
Ithe Icapital Imarket Ion
Ieconomic Idevelopment
Iin INigeria Iand ISouth

IAfrica,

Econometric
IAnalysis

Market Icap Ihad Ian Iinsignificant
Ieffect Ion Igrowth, Ibut Itraded
Isecurities Iand Iturnover Iratio
Iinfluenced IHDI.

24. Adolphus Iand
ISamuel

Nigeria Explored Ithe Irelationship
Ibetween Icapital Imarket

Idevelopment Iand
Ieconomic Igrowth Iin
INigeria Ifrom I1981 Ito

I2017

VAR The Ishowed Ithat IStock
Iproportion Iand Ibanking
Iframework Icapitalization Iwere
Iinsignificant Ifor IGDP.

25. Usman I(2021) Nigeria Explored INigeria's
Icapital Imarket

Idevelopment Iand
Ieconomic Igrowth Ifrom
I1981Q1 Ito I2017Q4

OLS IModel Capital Imarket Ivariables
Isignificantly Iimpacted IGDP
Igrowth, Ibut Ieffects Ivaried Iby
Istate Idue Ito Ifinancial Imarket
Imaturity.

Tan Iand
IShafi I(2021)
I

Malaysia Explored Ithe Iimpact Iof
IMalaysia’s Icapital
Imarket Ion Ieconomic
Igrowth Iusing Iquarterly
Idata Ifrom IQ1 I1998 Ito
IQ4 I2018.

The
IAutoregressive
IDistributed ILag
I(ARDL)

The IAutoregressive IDistributed
ILag I(ARDL) Ibounds Itest
Iconfirmed Ia Ilong-run Iequilibrium
Irelationship Ibetween Icapital
Imarket Idevelopment Iand
Ieconomic Igrowth. IThis Istudy
Iadopted Ia Iquantitative Iapproach
Iwith Iquarterly Itime-series Idata,
Iproviding Ia Imore Igranular
Ianalysis Icompared Ito Iannual
Idata Istudies.

Fapetu Iet Ial.
I(2021),

Nigeria Investigated Ithe
Iperformance Iof INigeria's
Icapital Imarket Iand Iits

Irelationship Iwith
Imacroeconomic

Iindicators Ifrom I1993 Ito
I2020

Vector Ierror
Icorrection Imodel

Their Iresults Ishowed Ia Isignificant
Ilong-term Irelationship Ibetween
Imacroeconomic Idynamics Iand
Icapital Imarket Iperformance.

26. Keji I(2020) Nigeria Assessed Ithe Iimpact Iof
Ithe INigerian Icapital
Imarket Ion Ieconomic

Idevelopment Ifrom I1980
Ito I2017

ARDL Imodel It Iwas Ifound Ithat Ithere Iis Ia
ILong-term Irelationship Ibetween
Icapital Imarket Iand IGDP Igrowth.

27. Preye I&
IBingilar
I(2020)

Nigeria Studied Ithe Ilink Ibetween
INigeria's IGDP Igrowth
Iand Icapital Imarket
Idevelopment Ifrom I2008
Ito I2018

Multiple
Iregression

Stock Imarket Igrowth Ihad Ia Iweak
Ibut Ipositive Iimpact Ion IGDP.

28. Stephen I&
IAjayi I(2020)

Nigeria Evaluated Ithe
Irelationship Ibetween

INigeria's Icapital Imarket
Iand IGDP Igrowth Ifrom

I2000 Ito I2018

Pearson
ICorrelation, IOLS

Market Icap Iand Iall-share Iindex
Ihad Ipositive Ibut Iinsignificant
Ieffects; Itransaction Ivalue Iwas
Isignificant.

29. Grbic I(2020) Serbia analyzed Ithe Irelationship
Ibetween Istock Imarket

VAR The Iresult Ishowed IUnidirectional
Icausality: Istock Imarket



140

Idevelopment Iand
Ieconomic Igrowth Iin
ISerbia Iusing Iquarterly
Itime-series Idata Ifrom
IQ1 I2000 Ito IQ4 I2018

Idevelopment I→ Ieconomic
Igrowth.

30. Onisanwa Iand
IAdaji I(2020),

Nigeria Investigated Istock Imarket
Idevelopment Iand

Iinvestment Igrowth Iin
INigeria

ARDL The Istudy Irevealed Ithat Ithe
Iturnover Iratio Ihad Ia Inegative
Iand Isignificant Iimpact Ion
Iinvestment Igrowth, Iwhile Ithe
Itotal Ivalue Itraded Iratio Ihad Ia
Ipositive Iand Isignificant Ieffect Ion
Igross Icapital Iformation Iboth Iin
Ithe Ishort Iand Ilong Irun.

31. Agundu
I(2018)

Nigeria Studied Ithe Ifactors
Iinfluencing Istock Iprices
Iin Icapital Imarkets I

Econometric
IAnalysis

It Iwas Ifound Ithat IEPS, IDPS,
Iand IP/E Iratio Iwere Ikey
Ideterminants Iof Istock Iprices.

32. Araoye, Iet.
Ial. I(2018)

Nigeria Examinations Iof Ithe
INigerian Istock Imarket's
Iimpact Ion Ieconomic
Idevelopment. ISpanning
Inearly Ithree Idecades
Ifrom I1985 Ito I2014

Sophisticated
Ieconometric
Itechniques

The Iresearchers Iconstructed Ia
Imultifaceted Ianalytical Iframework
Ithat Iaccounted Ifor Ivarious
Imarket Iindicators, Iincluding
Itrading Ivolumes, Imarket
Iliquidity, Iand Icapital Iformation
Iprocesses. ITheir Irobust Ifindings
Inot Ionly Iconfirmed Ithe Istatistical
Isignificance Iof Istock Imarket
Ioperations Iin Idriving Ieconomic
Iexpansion Ibut Ialso Irevealed
Iinteresting Itemporal Ipatterns Iin
Ithis Irelationship.

33. Taiwo Iet. Ial.
I(2016)

Nigeria Examined Ithe Imultiple
Ichannels Ithrough Iwhich
Icapital Imarket Iactivities
Iinfluence Ieconomic
Iperformance.

OLS This Imultifaceted Ianalysis Iled Ithe
Iauthors Ito Ipropose Ia
Icomprehensive Ipolicy Iframework
Ifocused Ion Icreating Ian Ienabling
Ienvironment Ifor Iinvestment.

34 Okoye Iet. Ial.
I(2016)

Nigeria capital Imarket Iimpacts
Ion INigeria IEconomic
Igrowth

Vector IError
ICorrection
IModel I(VECM)
Itechniques

The Iresearchers Iuncovered
Istriking Idifferences Ibetween
Ishort-term Iand Ilong-term Imarket
Ieffects. ITheir Ishort-run Ianalysis
Iproduced Isomewhat
Icounterintuitive Ifindings,
Irevealing Inegative Iimpacts Ifrom
Imarket Icapitalization Iand
Iturnover Iratios Ion IGDP. IThe
Iresearchers Iattributed Ithis Ito
Ipotential Imarket Iinefficiencies
Iand Ispeculative Ibubbles Ithat
Imight Icharacterize Iemerging
Imarkets Iin Itheir Iearly
Idevelopment Istages.
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Source: IResearcher’s ICompilation

2: IData Ifor Ithe Ianalysis
4.1.1 IData IPresentation I
RGDP, IMarket ICapitalization, IAll IShare IIndex, ITotal IValue Iof ITransactions Iand IListed IEqualities Ifor IAnalysis Ifrom I1998
Ito I2023
Year RGDP I(NGN

IBillion)
Market ICapitalization
I(NGN IBillion)

All-Share IIndex Total IValue Iof
ITransactions I(NGN
IBillion)

Listed IEquities
I(Number)

1998 4,321.30 281.90 5,266.20 37.20 264
1999 4,679.21 300.00 5,991.76 41.50 266
2000 5,381.07 472.30 8,100.90 54.60 271
2001 6,108.86 662.90 10,963.10 75.20 274
2002 6,895.20 764.90 12,137.70 84.30 278
2003 7,795.76 1,354.70 21,355.70 135.50 281
2004 8,487.03 2,112.90 33,268.50 211.30 285
2005 10,594.37 2,900.10 45,092.80 290.00 288
2006 12,118.55 5,120.10 57,990.20 512.00 293
2007 14,572.24 13,294.60 66,371.20 1,329.50 298
2008 15,003.11 9,562.20 31,450.78 956.20 305
2009 16,809.83 7,913.60 20,827.17 791.40 310
2010 20,399.76 10,278.60 24,770.52 1,027.90 315
2011 22,843.12 10,278.60 20,730.63 1,027.90 320
2012 24,824.19 12,619.20 28,078.81 1,261.90 325
2013 26,961.11 13,226.30 41,329.19 1,322.60 330
2014 29,861.92 13,226.30 34,657.15 1,322.60 335
2015 31,809.14 9,851.60 28,642.25 985.20 340
2016 29,321.47 9,247.60 26,874.62 924.80 345
2017 32,222.76 13,609.70 38,243.19 1,361.00 350
2018 35,230.93 11,720.00 31,430.50 1,172.00 355
2019 38,786.80 12,958.60 26,842.07 1,295.90 360
2020 40,000.98 21,056.10 40,270.72 2,105.60 365
2021 45,000.21 22,297.30 42,716.44 2,229.70 370
2022 50,000.75 27,915.60 51,251.06 2,791.60 375
2023 55,000.34 38,420.00 74,773.77 3,842.00 380
Source: Ia. ICentral IBank Iof INigeria I(CBN) IStatistical IBulletins I(2023). IAnd INigerian IStock IExchange I(NSE) IAnnual
IReports I(2023)

I3: IAugmented IDickey-Fuller I(ADF) IUnit IRoot IStationarity ITest
Variable Null IHypothesis Exogenous Lag

ILengt
h

ADF
IStatistic

p-value 1% ICritical
IValue

5% ICritical
IValue

10%
ICritical
IValue

D(ASI) Has Ia Iunit
Iroot

Constant 0 -3.470367 0.0182 -3.737853 -2.991878 -2.635542

D(MCAP) Has Ia Iunit
Iroot

Constant 0 -3.494079 0.0172 -3.737853 -2.991878 -2.635542

D(RGDP) Has Ia Iunit
Iroot

Constant 0 -3.064277 0.0431 -3.737853 -2.991878 -2.635542

D(TVT) Has Ia Iunit
Iroot

Constant 0 -3.490227 0.0174 -3.737853 -2.991878 -2.635542

LE Has Ia Iunit
Iroot

Constant I+
ITrend

3 -4.183694 0.0169 -4.440739 -3.632896 -3.254671

Source: IAuthor’s IComputation I

4: IARDL IBounds ITest Ifor ICo-integration
Test IStatisticValue
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F-statistic 4.7137

5: IError ICorrection IModel I(ECM)
Variable Coefficient Std. IError t-Statistic Prob.
D(MCAP) -5.7469 10.28499 -0.5588 0.5841
D(ASL) -6.747 13.574 -0.497 0.5285
D(TVT) 58.6906 102.8283 0.5708 0.5761
D(LE) -603.3099 166.2809 -3.6283 0.0023
CointEq(-1) -0.7012 0.1151 -6.0926 0.0000
*R-squared: I0.7279.* IAdjusted IR-squared: I0.6890.*S.E. Iof Iregression: I944.7410.*Sum
Isquared Iresid: I18,743,247.*Log Ilikelihood: I-204.5668.*Durbin-Watson Istat: I2.3081
Source: IAuthor’s IComputation Iwith IE-View

Significance ILevel I(0) ILower IBound I(1) IUpper IBound
10% 2.20 3.09
5% 2.56 3.49
1% 3.29 4.37
Source: I IE-View I11 Ioutput
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Sour

ce:

IE-

View I11 Ioutput

7: INormality Iof IResiduals I– IJarque-Bera ITest

0
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-2500 -2000 -1500 -1000 -500 0 500 1000 1500 2000

Series: Residuals
Sample 1999 2023
Observations 25

Mean      -6.61e-11
Median  -105.4605
Maximum  1679.390
Minimum -2228.980
Std. Dev.   883.7243
Skewness  -0.330271
Kurtosis   3.020350

Jarque-Bera  0.454926
Probability  0.276431

Source: IE-View I11 Ioutput I

8: IModel IStability- ICumulative ISum I(CUSUM) ITest

Source: IE-view I11 Ioutput

6: ISerial ICorrelation ITest I(Breusch-Godfrey ILM ITest)

F-statistic 1.796220 I I I IProb. IF(2,14) 0.2021
Obs*R-squared 5.105090 I I I IProb. IChi-Square(2) 0.0779
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CUSUM 5% Significance



144

9 IModel IStability I– ICumulative ISum Iof ISquares I(CUSUMSQ) ITest

-0.4

0.0

0.4

0.8

1.2

1.6

08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23

CUSUM of Squares 5% Significance

Source: IE-View I11 Ioutput I
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