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 The need to bridge the capital and investment gap and to guarantee 

sustainable economic growth and development has more than ever before 

become pertinent in Nigeria following the recent fluctuations in the global 

crude oil price as well as plummeting crude oil production in the country. 

The capital market is one of the avenues through which savings can be 

mobilized and allocated for productive investments to diversify the Nigerian 

economic base. However, the outcome of macroeconomic variables over the 

years tends to alter the achievement of this goal. This study examined the 

impact of selected macroeconomic variables on capital market performance 

in Nigeria between 1981 and 2022 using annual time series data sourced 

from Central Bank of Nigeria and the Nigerian Exchange Group Databank. 

Growth rate of market capitalization was used as a proxy for capital market 

performance and dependent variable while broad money supply growth, 

exchange rate and inflation rate and interest rate were the selected 

macroeconomic variables and independent variables. The autoregressive 

distributed lag (ARDL) technique of analysis was adopted to estimating the 

model. The findings revealed that all the selected macroeconomic variables 

had positive but insignificant relationship with Imarket capitalization both 

in the short and long run periods. Thus, the study recommended that 

Government in its bid to encourage an active capital market should ensure 

that appropriate polices are formulated to achieve stability in interest rate, 

inflation rate and exchange rates, as this is a major way to guarantee 

improvement in investing in the capital market and to ensure its growth. 
 

I I 

1.1 IBackground to the Study 

Macroeconomic Ivariables Iare Iaggregate Ieconomic Ivariables Ithat Iexert Ieconomy-wide Iinfluence Iwhich 

Ialter Ithe Idecision Iof Ieconomic Iagents Isuch as consumers, Iproducers as well as the governmentIof Ia 
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Icountry. ISome Iof Ithese Imacroeconomic Ivariables Iinclude Iinterest Irate, Iinflation Irate, Iexchange Irate, 

Ithe Ilevel Iof Itotal Iinvestment, Iemployment Iand Inational Iincome. IIt Iis Iin Ia Ibid Ito Icoordinate Ithe 

behaviour Iand Ioutcomes Iof Ithese Ivariables Itowards Idesired Itrends Ithat Imacroeconomic Ipolicy Iobjectives 

Iare Ipursued Iwith Iutmost Ifocused Iacross Icountries Iof Ithe Iworld. IAlso, Ithe Iabove Iunderscore Ithe Ireason 

Iwhy Iboth Imonetary Iand Ifiscal Ipolicies Iare Igeared Itowards Iachieving Ithe Isame Imacroeconomic Ipolicy 

Iobjectives. IFor Iinstance, IOlarenwaju, IKolawole Iand ISamson I(2015) Iobserved Ithat Ithe Iobjective Iof 

INigeria’s Imonetary Ipolicy Iduring Ithe Ipast Ifour Idecades Ihas Ibeen Ithe Iattainment Iof Iprice Iand 

Iexchange Irate Istability. IDespite Ithe Iapparent Icontinuity Iin Ithe Iobjective, INigeria’s Iinflation Iexperience 

Isince I1970 Ihas Ibeen Imixed. IThe Icountry Ihas Iexperienced Iall forms of Iinflationary Iepisodes Ifrom 

Icreeping Ito Imoderate Iand Ifrom Ihigh Ito Igalloping. IThe Iexport-oriented Iindustrialization Istrategy Iwhich 

Iwas Ifollowed Iafter Ithe Istructural Iadjustment Iprogramme (SAP) Iin I1986 led to Ia Ireduction Iin Ithe Ivalue 

Iof Idomestic Icurrency. IFor Iinstance, Iprior Ito I1986 Ithe Iexchange Irate Ibetween Ithe INaira Iand Ithe IUS 

IDollar Iwas Iless Ithan Iparity Iin Ifavour Iof Ithe INaira. IBeginning Ifrom I1986, Ithe Inaira Idepreciated 

Iagainst Ithe IUS IDollar Iat I₦2.02 Ito I$1 Iand by I1995, Ithe Irate Iwas I₦81.2 Ito I$1. IReal Igross Idomestic 

Iproduct Igrowth Irate Iduring Ithis Iperiod Ifluctuated Ifrom I0.6 Iin I1986 Ito Ia Ipeak Iof I11.78 Iin I1990 Ibut 

Ilatter Ibecame Inegative Ifrom I1993 Ito I1995 Irecording I-2.04, I1.82 Iand I0.08 Iin I1993, I1994 Iand I1995 

Irespectively, Iimplying Ithe Ithat Ithe Ieconomy Iexperienced Irecession Iconsecutively Iduring Ithose Iyears 

I(CBN IStatistical IBulletin, I2022). IAdenikinju (2005) Ishowed Ithat Ibetween I1986 Iand I2000, Ireal Ioutput 

Igrew Iby Ian Iaverage Iof I0.67 Ipercent, Icapital Iintensity Irose Iby Ian Iannual Imean Iof I2.7 percent, Iwhile 

Ilabour Iproductivity Iand Itotal Ifactor Iproductivity Ifell Iby I-1.8 Iand I-4.0 Ipercent Irespectively. ITo 

Istrengthen Iproductivity Iin Ithe Ieconomy Iand Iparticularly Ithe Iindustrial Isector, Iit Iwas Ibelieved Ithat Ithe 

Ieconomic Ireform Ithat Icame Iwith ISAP Iwould Ipermeate Ithe Icapital Imarket Iwhich Iis Ithe Ihub Iof Icapital 

Imobilization Iand Iallocation Ifor Iproductive Iinvestment Iin Imodern Ieconomies Iand Ienhance Ithe Igrowth 

Ipotentials Iof Ithe INigerian Ieconomy. IA Imeasure Iof Ithe Icapital Iperformance Iof Iwhich Iis Iits 

Icapitalization. 

Market Icapitalization Irefers Ito Ithe Itotal Ivalue Iof Ishares Itraded Ion Ithe Istock Imarket Iwith Irespect Ito 

the Inumber Iof Ishares Iand Ithe Ishare Iprices. IThe Istock Imarket Iis Ialso Iknown Ias Ithe Iequity ImarketIand 

is Ione Iof Ithe Iimportant Iareas Iof Ia Imarket Ieconomy Ias Iit Iprovides Iaccess Ito Icapital Ifor Icompanies, 

ownership Iin Ithe Icompany Ifor Iprimary Iinvestors Iand Ithe Ipotential Iof Igains Ibased on Ithe Ifirm’s Ifuture 

performance Ifor Isecondary Iinvestors (Osaze, I2017). IReturns Ifrom Isuch Iequity Iinvestments Iare Ilikely Ito 

vary Iowing Ito Ithe Imovement Iof Ishare Iprices, Iwhich Idepend Ion Ivarious Ifactors Iwhich Icould Ibe internal 

Ior Ifirm-specific Isuch as Iearnings Iper Ishare, Idividends Iand Ibook Ivalue Ior Iexternal Ifactors Isuch Ias 

Iinterest Irate, Igross Inational Ioutput, Iinflation, Igovernment Iregulations Iand Iexchange Irate. 

Capital Imarkets Iplay Ian Iimportant Irole Iin Ithe Idevelopment Iprocess Iof Iany Ination. IThis Iis Ibecause they 

Ihelp Ipromote Igrowth Iand Idevelopment, Iwhich Icomes Ivia Itheir Irole Iin Imobilizing Iresources Ias Iwell 

Ias Iattracting Iboth Iforeign Iand Idomestic Iinvestments Iinto Ithe Icountry. IA Iwell-developed Icapital Imarket 

Iputs a Ination Ion Ithe Isustainable Ipath Iof Igrowth Iand Idevelopment Ithrough Isavings Iaccumulation, Ithe 

Ioptimal Iuse Iof Iinvestment Iresources Iand by Iattracting Iportfolio Iinvestments. IFor a Ideveloping Ieconomy 

Ilike INigeria, Ithe Iprocess Iof Iachieving Igrowth Iand Idevelopment Irequires Ithe Iavailability Iof Ilong-term 

Icapital. I INo Iother Ifinancial Iinstitution Iis Iwell Iequipped Ito Iperform Ithis Irole Ilike Ithe Icapital Imarket. 

IThe Ilevel Iof Idevelopment Iof Ithe Icapital Imarket Iand Ithe Imacroeconomic Ifactors Iaffecting Iits 

Iperformance are therefore Ian Iimportant Iissue Ifor Ipolicymakers Iand Imarket Ipractitioners Ialike. 
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The Ieffort Iin Iproviding Isolution Ito Ithe Iproblem Iof Ifinance Imakes Ithe Irole Iof Icapital Imarket Imore 

Iimperative Iin Ithis Iregard. ILong-term Ifunding Iwhich Iis Ithe Ibane Iof Ithe Ireal Isector Icould Ibe Iachieved 

Ithrough Ian Iactive Icapital Imarket Ithat Imobilizes Ilong Iterm Ifunds Ifor Ithe Idevelopment Iof Ismall Iand 

Imedium Iscale Iindustries Iin INigeria I(Kwode I2015). IIt Iis Ivery Iclear Ithat Ithe Idearth Iof Ilong-term 

Icapital Imakes Ithe Icapital Imarket Iindispensable Iespecially Iin Ithe Ideveloping Icountries Ilike INigeria. I 

Dalvi Iand IBaghi I(2014) Iwere Iof Ithe Iopinion, Ithat Icapital Imarket Iprovides Ian Iavenue Iwhere 

Igovernment, Ifirms, Iand Ihouseholds Ithat Iintend Ito Iinvest Imore Ithan Ithey Ihave Ican Ibid Ifor Ithe Ifunds 

Iof Iother Ispending Iunits Iwho Ihave Isurplus Ifunds, Iwhich Iis Inecessary Ifor Ieconomic Igrowth. ICapital 

Imarkets Iare Ithe Icomplex Iof Iinstitutions Iand Imechanisms Ithrough Iwhich Ilong–term Ifunds Ior Icapital 

Iwith Imaturity Iof Ifive Iyears Iand Iabove Iare Ipooled Iand Imade Iavailable Ito Igovernments, Ibusiness, 

Iindividual, Iand Iinstruments Ialready Ioutstanding Iare Itransferred. IIt Iensures Ithat Ifunds Iare Idirected Ifor 

Iproductive Iuse, Iproviding Iliquidity Iand Ispreading Irisk Iso Ithat Icompanies Ican Ioperate Ieffectively. IThus, 

Ithe Inational Iincome Iof Ithe Icountry Iwould Ifurther Iincrease Iif Ithere Iis Icorporate Ifinance Ithrough Ithe 

Imobilization Iof Ilong-term Isavings Ifor Ifinancing Ilong-term Iinvestments, Iencouragement Iof Ibroader 

Iownership Iof Ifirms; Iprovision Iof Irisk Icapital(equity)to Ientrepreneurs; Iand Iprovision Iof Iother Isources 

Iof Ifinance Iapart Ifrom Iforeign Iaids Iand Iloan, Iand Itaxation Ito Ifinance Ipublic Iprojects; Ithe Iimprovement 

Iof Iefficiency Iof Iresource Iallocation Ithrough Icompetitive Ipricing Imechanisms. 

Given Ithe Iundeveloped Iand Isuperficial Inature Iof Icapital Imarkets Iin Ideveloping Icountries, Iit Iis 

Idebatable Iwhether Icapital Imarkets Iin Ideveloping Icountries Iin Igeneral Iand Icapital Imarket Iin INigeria 

Ihas Iled Ito Ieconomic Igrowth. IThe Irole Iof Ithe Icapital Imarket Iin Ieconomic Igrowth Iof INigeria Ihas 

Icontinued Ito IgenerateIa Ilot Iof Iarguments Iamongst Ipolicy Imakers. IThe INigerian Igovernment Iand Ipolicy 

Imakers Ihave Iembarked Ion Ivarious Imacroeconomic Ipolicies Ito Iaddress Ithese Iissues. ISome Iof Ithe 

Ipolicies Iinvolved Ithe Iuse Iof Imonetary Iand Ifiscal Ipolicies, Iexport Ipromotion Istrategy, Iimports 

Isubstitution Istrategy, INEEDS, IVision I2020, Ithe Iausterity Imeasure, Ietc. IThe Ifundamental Iobjectives Iof 

Ithe Ipolicies Iinclude Iprice Istability, Imaintenance Iof Ibalance Iof Ipayments Iequilibrium, Iand Ifull 

Iemployment, Ioutput Igrowth Iand Isustainable Idevelopment. IThese Iobjectives Iare Inecessary Ifor Ithe 

Iattainment Iof Iinternal Iand Iexternal Ibalance Iof Ivalue Iof Imoney Iand Ipromotion Iof Ilong-run Ieconomic 

Igrowth. IFinancial Ianalyst Iand Ieconomists Idiffer Ion Iwhich Ipolicies Iare Imost Ibeneficial Ifor Ilong-run 

Igrowth. IFor Iexample, IIsmaila Iand IImoughele (2015), Iargued Ithat Imacroeconomic Ipolicies Iare Inecessary 

Ifor Ilong-term Igrowth. IThe Iauthors Ialso Istated Ithat Imacroeconomic Ivariables Iare Imore Ieffective Iand 

Idependable Ithan Ifiscal Ivariable Iin Iaffecting Ichanges Iin Ieconomic Iactivities. I 

Some Iof Ithe Ichallenges Imilitating Iagainst Ithe Igrowth Iof Ithe INigerian Ieconomy Iinclude Iunfavorable 

Iand Idifficult Ioperating Ienvironment Imainly Idue Ito Iacute Iinfrastructure Ideficiency; Ilow Iindustrial 

Icapacity, Ilack Iof Ifinance, Iinconsistent Igovernment Ipolicies; Iirregular Isupply Iof Iindustrial Ifuels Iarising 

Ifrom Iepileptic Ioperation Iof Ilocal Irefineries; Ihigh Icost Iof Ialternative Ipower Isupply Ito Iindustries 

Iresulting Iin Iun-competitiveness Iof Ilocally Iproduced Igoods; Ihigh Icost Iof Ifund Iand Iunavailability Iof 

Ilong Iterm Iloan Iwindows Ito Isupport Ilong Igestation Iinvestment Iand Iperennial Isecurity Ichallenges, 

confronting Ithe Icountry. I 

Nevertheless, Ithe Iinternal Ifeatures Iof Ithe Ireal Isectors Iof Ithe Ieconomy Itoo Ihave Ialso Iinteracted Iwith 

some Ieconomic Ivariables Ito Iundermine Ithe Icapacity Iof Ithe Ieconomy. IIssues Iof Ipoor Imanagement 

practice, Iinadequate Iequity Icapital, Ilack Iof Iinformation Iand Ilow Ilevel Iof Ientrepreneurial Iskills Iamong 
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other Iproblems. IFrom Ithese Ichallenges, Ithe Icapital Imarket Iis Ionly Ieffective Iin Iproffering Isolution Ito 

the Iproblem Iof Ifinance Iand Ilong-term Iloan Ifacing Ithe Isector. 

The INigerian Icapital Imarket Iwhich Iought Ito Iprovide Icheap Iand Ilong-term Ifunds Ifor Ithe Isector Iis 

Iunable Ito Ieffectively Iand Iefficiently Idischarge Iits Imain Ifunction Iof Imobilizing Ilong-term Ifinance Ifor 

Ithe Ireal Isectors. IThis Iis Ibecause, Ithe INigerian Icapital Imarket Iis Irelatively Ishallow Iand Ismall 

Icompared Ito Ithe Ieconomy Iit Iis Iexpected Ito Iserve, Iuncompetitive Iand Iunsophisticated Ias Ia Iprimary 

Isource Iof Ilong-term Ifunds Ito Ithe Ifirms. IOn Ithis Ipremise, Iit Ibecomes Iimportant Ito Iunderstand Ihow 

Imacroeconomic Ivariables Ihave Ibeen Ieffective Iin Iaccelerating Ieconomic Igrowth Iand Idevelopment Iin 

INigeria. 

The Ibroad Iobjective Iof Ithis Istudy Iis Ito Iexamine Ithe Irelationship Ibetween Imacroeconomic Ivariables Iand 

Market performance in Nigeria. IThe Ispecific Iobjectives Iare Ito: 

(a)  Iexamine Ithe Ieffect Iof Iexchange Irate Ion Imarket Icapitalization Iin INigeria. 

(b)  Ievaluate Ithe Ieffect Iof Ibroad Imoney Isupply Igrowth Ion Imarket Icapitalization Iin INigeria. 

(c)  Iassess Ithe Ieffect Iof Iinflation Irate Ion Imarket Icapitalization Iin INigeria. 

(d)  Iexamine Ithe Ieffect Iof Iinterest Irate Ion Imarket Icapitalization Iin INigeria. 

The Ifindings Iof Ithis Istudy Iwill Ibe Iof Igreat Ibenefit Iin Ithe Iformulation Iand Iimplementation Iof Ipolicies 

related Ito Ishare Ipricing as Iwell as Iregulating Iof Istock Iexchange Itrading. IThe Igovernment Iwill Ialso be 

informed Ion Ihow Ito Imake Ipolicies, Irules Iand Iregulations Iregarding Itrading Ithat Iwill Ihelp Iprotect 

investors Iso as Ito Iencourage Iinvestments Iand Ispur Ieconomic Igrowth. 

The Ifindings Iwill Ialso Iassist Ifirms Iand Iindividuals Iin Iunderstanding Ithe Ifactors Ithat Iaffect Ishare Iprices 

Iand Ithey Iwill Ibe Ibetter Iinformed Ion Ihow Ito Igauge Itheir Iinvestment Ioptions Iwhile Ibanks Iand 

IotherIfinancial Iinstitutions Iwill Ibe Iable Ito Ioffer Ibetter Ifinancial Iadvice Iand Iproducts Ito Iinvestors Iwho 

Iseek Ifinding Ifinance Ishare Ipurchase. I 

In Iaddition, Ischolars Iand Iresearchers Iwill Ifind Ithis Istudy Iuseful Iif Ithey Iwish Ito Iuse Ithe Ifindings Ias 

Ia Ibasis Ifor Ifurther Iresearch Ion Ithe Isubject Iarea, Ithus Icovering Iexiting Iresearch Igap. 

The Irest Iof Ithis Istudy Iis Istructured as Ifollows: Isection Itwo Iis Idevoted Ito Ithe Ireview Iof Iliterature, 

Iwhile Isection Ithree Ideals Iwith Ithe Imethodology Iused. Isection Ifour Ifocuses Ion Idata Ipresentation, Iresults 

Iof Ianalysis Iand Idiscussion Iof Ifindings, Iwhile Isection Ifive Iprovides Ithe Iconclusion Iand 

Irecommendations. 

2. ILiterature IReview 

The Ifocus Iof Iliterature Ireview Iis Ian Iattempt Ito Ievaluate Iexisting Itheories Iand Ifindings Ion Ithe Iarea Iof 

Iresearch Iin Iother Ito Ifill Ipossible Igaps. IThis Isection Ix-rayed ICalderon-Rossell ITheory Iof ICapital 

Imarket Idevelopment Ideveloped Iin I1991 Iand Ithe IEugene Fama (1970) Iefficient Imarket Ihypothesis Iand 

Ithen Iempirical Iliterature Ion Imacroeconomic Ivariables Iand Icapital Imarket Iperformance. 

2.1 ITheoretical IReview 

Theory Iof IStock IMarket IDevelopment 

Calderon-Rossell (1991) IdevelopedIa Imodel Ior Itheory Iwhich Iexplored Ithe Imain Ideterminants Iof Imarket 

Icapitalization. ITo Idate, Ithis Imodel Irepresents Ithe Imost Iserious Iattempt Ito Ibuild Iup Ithe Ifoundations Iof 

Ifinancial Itheory Iof Imarket Icapitalization. IIn Ithis Imodel, Istock Imarket Iliquidity Iand Ieconomic Igrowth 

Iare Iconsidered as Imain Iindicators. I 

Yartey (2008) Imodified Ithe ICalderon-Rossell Imodel Ito Iincorporate Iother Ifactors Ithat Imight Iinfluence 

Ithe Icapital Imarket Idevelopment. IThe Ideterminants Iare Icategorized Iinto Itwo Isets IknownIas 
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Imacroeconomic Iand Iinstitutional Ifactors. IMacroeconomic Ifactors Iinclude Isavings, Iincome Ilevel, Ithe 

Ibanking Isector Idevelopment, Iprivate Icapital Iflows, Iinvestment, Istock Imarket Iliquidity Iand 

Imacroeconomic Istability. IThe IInstitutional Ivariables Iare Icorruption, Ilaw Iand Iorder, Idemocratic 

Iaccountability Iand Iquality Iof Ibureaucracy. I 

The ICalderon-Rossell I(1991) Iequilibrium Imodel Iinfused Inew Iinsights Iinto Istock Imarket Idevelopment 

Iliterature. IThe Imodel Iestablishes IGDP Igrowth Iand Istock Imarket IliquidityIas Ithe Itwo Ifoundations Ifor 

Istock Imarket Idevelopment. ISince Iits Iproposition, Ithe Imodel Ihas Ibeen Iused Iextensively Iin Iits Ioriginal 

Iand Imodified Iform, Ithough Iwith Imixed Iresults. IThe Irising Iinterest Iin Igovernment Ipolicy Iframework 

Iin Ifinancial Idevelopment Ihas Ienabled Ia Igrowing Ipopularity Iof Ithe Iinterest Igroup Itheory Iby IRajan Iand 

IZingales, I(2003). IThe Itheory Iholds Ithat Ifinancial Idevelopment Iis Ipositively Icorrelated Iwith Itrade Iand 

Icapital Iopenness. IThey Iconclude Ithat Itrade Iopenness Icreates Iefficiency Ieffects Ion Iaccount Iof Iinternal 

Iand Iexternal Iscale Ieconomics Ibenefits, Ireduces Irent Iseeking Iand Ipromotes Icompetition. IThe Itenets Iof 

Ithe Iinterest Igroup Itheory Iconverge Ito Ithe I“law Iand Ifinance” Itheory Iwhich Iadvocates Ithat Idisparities 

Iin Ithe Ifinancial Idevelopment Iare Ia Iconsequent Iof Idifferences Iin Ilegal Irules Ithat Iprotect Iinvestors Ias 

Iwell Ias Idifferences Iin Ithe Ieffectiveness Iof Itheir Ienforcement. IThe Ilaw Iand Ifinance Itheory Ihold Ithat 

Istock Imarkets Iare Inot Inaturally Iarising Ibodies Ibut Iare Iguarded by Ipublic Ilaws Iand Ilegal Iinstitutions 

Ithat Isupport Itheir Iactivities (La IPorta, I1997). 

Efficient IMarket IHypothesis 

The Iefficient Imarkets Itheory (Fama, I1970) Iestablishes Ithat Isecurities Iprices Iin Ithe Istock Imarket Ifully 

Ireflect Iall Iavailable Iinformation. IIt Iis Ibased Ion Ithe Iassumptions Ithat Iinformation Iis Ifreely Iavailable 

Ito Iall Imarket Iparticipants Iat Inegligible cost and Ithis Iinformation Itrickles Iin Irandomly, Ithus Iprices Iare 

Irightly IpricedIalways (where Imispricing Iexists, Iarbitrage Iactivities Iquickly Iadjust Ithe Iprice Ito Ithe Iright 

Ilevel). IThe Imarket Iplayers Iare Ialso Iassumed Ito Ibe Irational Iand Iseek Ito Imaximize Itheir Ireturns; Ithus, 

Ithe Istock Imarkets Iallocate Ifunds Ifrom Isurplus Iunits Ito Ideficit Iunits Iin Ian Iefficient Iand Ieffective 

Imanner. IThe Iefficient Istock Imarkets Itheory Iprovides Ia Igood Iexplanation Ion Ithe Irole Istock Imarkets 

Iplay Ion Ipromoting Icapital Imarket Iin Ia Icountry. ISince Iresources Iare Iefficiently Iallocated, Iwasteful Iuse 

Iis Iminimized Iin Ithe Ieconomy; Iwhere Isuch Iefficient Iallocation Iand Iuse Iof Ithe Iscarce Iresources Ioccur, 

Icapital Imarket Iis Ipositively Iimpacted. IHowever, Isome Iproponents Iargue Ithat Istock Imarkets Iare Iprone 

Ito Ia Inumber Iof Iinefficiencies Iin Ipractice I(information Imay Inot Ibe Ifreely Iavailable, Iinvestors Imight 

Ioften Ibehave Iirrationally) I(Ross, IWesterfield I& IJordan, I2013); Ithese Iinefficiencies Ihamper Iefficient 

Iallocation Iof Iresources Iin Ithe Ieconomy Ithereby Iadversely Iaffecting Icapital Imarket. 

The Iuse Iof Iprivate Iflows Iof Icapital Iand Istock Imarket Icreation Ibegan Ito Ishape Iinto Ia Inew Itheory Iof 

Idevelopment Iput Iforward Iby Ithe IWorld IBank IDevelopment IReport I(2000). IThe Itheory Iimpliedly Iposits 

Ithat IinvestorsI(foreign Ior Idomestic) Ishould Ihave Iaccess Ito I‘well Iregulated’ Ifinancial Imarkets Iwhich 

Iwould Iprovide Ithe I‘surest Ipath’ Ito Icapital Imarket Iand Idevelopment. IBusiness Iin Ilow I- Iincome 

Icountries Igain Idirect Iaccess Ito Ithe Iprivate Icapital Ifrom Iindustrialized Icountries. I 

The Ibenefits Iof Iinvestors Iare Irooted Iin Iprospective Igrowth Irates Iwhich Iare Iunattainable Iin Iadvanced 

Ieconomics Iand Ihigh Ireturns Imatching Ithe Irisks Iinvolved. IAn Iassumption Ithat Iaccompanies Ithis Itheory 

Iimplies Ithat Istock Imarkets Iwill Iimprove Icapital Imarket Ito Ithe Idegree Ibased Ion Ihow Iintegrated Ithey 

Iare Iinto Ian I‘institutional Imatrix’ Ithat Isends Isignals Ito Idecision Imakers Iwho Iwould Ilook Ifor Igrowth 

Iopportunities. ILevine (1991) Icame Iup Iwith Ia Itheoretical Imodel Iwhich Istates Ithat Istock Imarket Ican 
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Iimprove Icapital Iaccumulation Iand Igrowth Iby Ireducing Iliquidity Icost, Iincreasing Iaverage Iproductivity 

Iof Icapital Iand Irate Iof Isavings. I 

 

 

2.2 IEmpirical IReview 

The Iempirical Iliterature Iis Ireplete Iwith Istudies Ion Ithe Iimpact Iof Imacroeconomic Ivariables Ion 

Iperformance Iof Ithe Icapital Imarket. IHowever, Imajority Iof Ithese Istudies Ifocused Ion Ideveloped Icountries 

Iwhile Ideveloping Icountries Ihave Ionly IattractedIa Ifew Istudies. IFama (1981) Icarried Iout Ione Iof Ithe 

Iearliest Istudies Iand Iresults Ireported Ithat Istock Iprices Iand Imacroeconomic Ifactors Iare Irelated. IThis 

Iempirical Istudy Ispurred Ithe Iinterest Iof Iresearchers Iand Iconsequently, Iresearchers Istarted Iembarking Ion 

Istudies Iin Ithis Iarea. IAnother Idefining Ifeature Iof Ithe Ilast Ithree Idecades Iis Ithe Iincreasing Itrend Iof 

Iglobalization. IThus, Iit Idawned Ion Iresearchers Ithat Iglobal Iand Imacroeconomic Ifactors Ihave Igained 

Icenter Istage Iand Imost Iempirical Iworks Iin Ithis Iarea Iwere Isituated Iwithin Ithis Iperspective. 

Flannery Iand IProtopapadakis (2002) Iexamined Ithe Iimpact Iof Imacroeconomic Ivariables Ion Ithe IUS Istock 

Imarket Iempirically. Ithis Istudy Iconsiders Ithe Iimpact Iof Isix Imacroeconomic Ivariables, Inamely, Iproducer 

Iprice Iindex, Ibalance Iof Itrade, Iemployment, Ihousing, IM1 Iand Iconsumer Iprice Iindex. IResults Ireveal 

Ithat Ithese Ivariables Isignificantly Iinfluence Istock Ireturns. IIn Ia Irelated Istudy Iby IIbrahim Iand IAziz 

I(2003), Ibased Ion Ithe IMalaysian Ieconomy, Ithe Ilinks Iamong Istock Iprices Iand Imoney Isupply, Iindustrial 

Iproduction, Iexchange Irate Iand Iconsumer Iprice Iindex Iwere Iinvestigated. IThe Istudy Ifinds Ithat ICPI Iand 

Iindustrial Iproduction Iare Ipositively Ilinked Iwith Istock Iprices. IA Irelated Iempirical Istudy by ISerkan 

(2008) Ialso Iexplores Ithe Irole Imacroeconomic Ivariables Iplay Iin Iexplaining ITurkish Istock Ireturns. IFor 

Ithe Iempirical Ianalysis, Ithe Istudy Iemploys a Ifactor Imodel Ifor Ithe Iperiod, IJuly I1997 Ito IJune I2005. IThe 

Istudy Ifinds Ithat Ioil Iprices, Imoney Isupply Iand Iindustrial Iproduction Ido Inot Isignificantly Iaffect ITurkish 

Istock Ireturns. IIt Iis Ialso Ireported Ithat Iportfolio Ireturns Iare Iaffected by Iworld Imarket Ireturn, Iinterest 

Irate Iand Iexchange Irate. 

A Istudy by IAbd IMajid Iet Ial. I(2001) Ibased Ion Ithe IMalaysian Ieconomy Ialso Ireports Ithat Istock Ireturns 

Iare Inot Iinfluenced Iby Iinflationary Itrends Iwhile Ithe Iempirical Istudies Iby IGjerde Iand ISaettem I(1999), 

IPaul Iand IMallik I(2003), IPuah Iand IJayaraman I(2007), Iand IReilly Iet Ial. (2007) Iconclude Ithat a Ifall Iin 

Iinterest Irates Iincreases Istock Iprices. IThe Iempirical Istudy by IPilinkus Iand IBoguslauskas (2009) Iexplores 

Ithe Ilink Ibetween Imacroeconomic Ifactors Iand Ithe ILithuanian Istock Imarket. IIn Itheir Ianalysis Ibased Ion 

Iimpulse Iresponse Ifunction, Iit Iis Ireported Ithat Iexchange Irate Iand Iunemployment Inegatively Iinfluence 

Istock Imarket Ireturns Iwhile Imoney Isupply Iand IGDP Igrowth Ihave Ia Ipositive Iimpact. IA Isimilar Istudy 

Iby ISnieska Iet Ial. I(2008) Ibased Ion Icorrelation Iand Iregression Ianalyses Ialso Ireports Ia Imoderately Istrong 

Iconnection Ibetween Ithe Istock Imarket Iand Ieach Imacroeconomic Iindicator Iconsidered. Ikralik (2012) Iin 

Itheir Istudy Ion Ithe IRomanian Ieconomy Ifinds Ithat Istock Imarket Idevelopment Iis Iinfluenced Iby Igold 

Iprice, Iglobal Iinterest Irates, Icrude Ioil Iprice, Iglobal Iinterest Irates, Iglobal Istock Imarket Iindices Iand 

Iexchange Irates. 

Sabir Iand ITahir (2012) Istudied Ithe Iimpact Iof Idifferent Imacroeconomic Ivariables Ion Ithe Iwelfare Iof Ithe 

Ipoor Iin IPakistan, Ithrough Iannual Itime Iseries Idata Iwhich Ispanned Ibetween I1981 Iand I2010. IUsing 

Imultiple Iregression Itechnique Ito Idetect Ithe Irelation Ibetween Imacroeconomic Ivariables Iand Ipoverty, Ithe 

Ifindings Irevealed Ithat IGDP Igrowth Irate Iper Icapita Iincome, Imajor Icrops, Iminor Icrops Iand Ilivestock 

Ihad Inegative Iimpact Iwhile Iinflation Iand Ipopulation Igrowth Irate Ihad Ipositive Iimpact Ion Ipoverty Iand 
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Iconcluded Ithat Ithe Ireduction Iin Ipoverty Iin IPakistan Iis Ito Ibe Idriven Iby Ithe Ichanges Iin Ithe 

Imacroeconomic Ivariables. I 

Junttila Iet Ial. (1997) IdocumentIa Inegative Irelationship Ibetween Ithe Istock Imarket Iin IFinland Iand 

Iunexpected Iinflation. IMaysami Iand IKoh (2000) Ialso Iprovide Ievidence Ion Ithe Inexus Ibetween 

Imacroeconomic Ivariables Iand Ithe ISingaporean Istock Iindex Iin Iaddition Ito Ithe Irelationship Iamong 

IJapan, IU.S. Iand ISingapore Istock Iindices. IResult Ibased Ion Ithe IVector IError ICorrection IModel Ireveals 

Ithat Ithe Icountry’s Istock Imarkets Iare Icointegrated Iwith Imoney Isupply, Iprice Ilevels, Iexchange Irates Iand 

Iinterest Irates. IThe Istudy Ialso Ifinds Ithat Ithe Istock Imarkets Iof Ithe IUS Iand IJapan Iare Icointegrated Iwith 

ISingapore’s Istock Imarkets. 

Shahbaz, IRehman Iand IZainudin (2013) Iexamined Imacroeconomic Ideterminants Iof Istock Imarket 

Icapitalization Iin IPakistan Iusing Idata Ifor Ithe Iperiod I1974 Ito I2010. IThe IScholars Iemployed IZivot-

Andrews Iunit Iroot, IVECM IGranger Icausality Iand IARDL Ibounds Itesting Ifor Idata Ianalysis. IThe Iresults 

Irevealed Ithat IGDP, Iinflation, Ifinancial Idevelopment Iand Iinvestment Iincreased Istock Imarket 

Idevelopment, Iwhile Itrade Iopenness Ideclined Iit. I 

Alam Iand IRashid I(2014) Iexplored Ithe Iinteraction Ibetween Iindependent Ivariables Inamely Iinflation, 

Iindustrial Iproduction, Imoney Isupply, Iexchange Irate Iand Iinterest Irate Iand Ithe Idependent Ivariable I(stock 

Iprice) Ion IKarachi IStock IExchange I100 Iindex. ISecondary Idata Iwere Icollected Ifrom I2001 Ito I2011 Ion 

Imonthly Ibasis. IThe Istudy Ifound, Iby I Iusing IJohnson Ico-integration Itest, IAugmented IDickey IFuller 

I(ADF) IUnit IRoot ITest, IPhillip IPerron I(PP) Itests Iand IAutoregressive IConditional IHeteroskedasticity 

ILagrange IMultiplier I(ARCH ILM) Itest, Ithat Ithere Iwas Ia Istrong Iimpact Iof Imacroeconomic Iindicators 

Ion Ithe IKarachi Istock Imarket Ireturns; Iwhile Iconsumer Iprice Iindex, Imoney Isupply, Iexchange Irates Iand 

Iinterest Irates Inegatively Iconnected Iwith Ithe Istock Ireturns, Iindustrial Iproduction Iindex Ipositively 

Iconnected Iwith Ithe Istock Ireturns. IAll Ithe Ivariables Iwere Isignificantly Iconnected Ito Istock Imarket 

Ireturns Iexcept Iinflation Iin IPakistan. I 

Nijam, IIsmail Iand IMusthafa I(2015) Idescribed Ia Irelationship Ibetween Ifive Iindependent Ivariables Inamely 

IGross IDomestic IProduct, Iinflation Iproxy Iby Iwholesale Iprice Iindex, Iinterest Irate, Ibalance Iof Ipayment 

Iand Iexchange Irate Iand Ithe IColombo Istock Imarket Idevelopment Ias Ithe Idependent Ivariable. IThe Iauthors 

Iapplied Icorrelation Iand Imultiple Iregression Itechniques Iin Ianalysing Idata Ifor Ithe Iperiod Ifrom I1980 Ito 

I2011. IThe Ioutcome Iof Ithe Istudy Ishows Ithat Istock Imarket Idevelopment Isignificantly Iand Ipositively 

Irelated Ito Igross Idomestic Iproduct, Iexchange Irate Iand Iinterest Irate, Iwhile Iit Inegatively Irelated Ito 

Iinflation. IBalance Iof Ipayments Iwas Ifound Ito Ihave Ian Iinsignificant Iimpact Ion Imarket Icapitalization Iin 

ISri ILanka. 

Zafar Iand IZahid (2013) Iexamined Ithe Ieffects Iof Isome Iof Ithe Ikey Imacroeconomic Ivariables Ion 

Ieconomic Igrowth. IEmploying Imultiple Iregression Iframework Iand Itime Iseries Idata Iover Ithe Iperiod 

I1959-60 Ito I1996-97. IThe Iquantitative Ievidence Ishows Ithat Iprimary Ieducation Ito Ibe Ian Iimportant 

Iprecondition Ifor Iaccelerating Igrowth. ISimilarly, Iincreasing Ithe Istock Iof Iphysical Icapital Iand Iopenness 

Iof Ithe Ieconomy Icontribute Ito Igrowth. IThe Iempirical Iresults Ialso Isuggested Ithat Ibudget Ideficit Iand 

Iexternal Idebt Iis Inegatively Irelated Ito Ieconomic Igrowth, Isuggesting Ithat Irelying Ion Idomestic Iresources 

Iis Ithe Ibest Ialternative Ito Ifinance Igrowth Iand Ireinforce Ithe Iimportance Iof Isensible Ilong-run Igrowth-

oriented Ipolicies Ito Iobtain Isustainable Igrowth. I 

Khodaparasti (2014) Iexamined Ihow Iexchange Irates, Iinflation, Iindustrial Iindex Iand Inarrow Imoney Isupply 

Ias Iindependent Ivariables Irelated Ito ITehran IStock IIndex I(TSI) Ias Ithe Idependent Ivariables. IThe Istudy 
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Iused Iannual Isecondary Idata Ifrom I2007 Ito I2011. IThe Iresearcher Iused IPearson Icorrelation Iand IANOVA 

Imethods Ifor Ithe Ianalysis Iof Idata Iand Icame Ito Ithe Iconclusion Ithat Iexchange Irates Iand Iindustrial 

Iproduction Iindex Ihave Imore Ieffect Ion Ithe Istock Ireturns Ithan Iinflation Iand Inarrow Imoney Isupply Iin 

IIran. I 

Yunus, IMahyideen Iand ISaidon I(2014) Ievaluated Ithe Ishort-term Iassociation Ibetween Ithe Iindependent 

Ivariables I(such Ias Imoney Isupply, Iindustrial Iproduction, Iexchange Irate, Iinterest Irates Iand Iforeign 

Ireserves) Iand Ithe Idependent Ivariable I(Malaysia Istock Imarket Ireturns), Iusing Imonthly Idata Ifrom 

IJanuary I1980 Ito INovember I2007. IThe Istudy Ifound, Iusing IJohansen Ico-integration Itest Iand IVector 

IError ICorrection Imodel I(VECM) Ifor Idata Ianalysis, Ithat Iforeign Ireserves, Ireal Iexchange Irate Iand 

Iindustrial Iproduction Iexhibited Ithe Isignificant Iresponse Ito Ithe Ichanges Iin Istock Iprices Iin Ithe Ishort 

Irun, Iwhile Imoney Isupply Iand Iinterest Irates Idid Inot Iindicate Iany Isignificant Iresponses Ito Istock Iprices.  

Ouma Iand Muriu (2014) Iinvestigated Ithe Iimpact Iof Imacro-economic Ivariables Ion Imarket Icapitalization 

in IKenya. IThe Istudy Iemployed Ithree Iindependent Ivariables Inamely Imoney Isupply, Iexchange Irates Iand 

inflation Ito Ipredict Istock Imarket Ireturns Iin Ithe INairobi IStock IExchange I20 Iindex. IThe Istudy Iused 

monthly Idata Ifrom IJanuary I2003 Ito IJanuary I2013. IThey Iemployed Ithe Iclassical Iregression Imodel, Ibest 

linear Iunbiased Iestimates I(BLUE), IAugment IDickey-Fuller I(ADF) Iunit Iroot Itest Ifor Idata Ianalysis; Iand 

the Iresults Ishowed Ithat Ithere Iwere Isignificant Irelationships Ibetween Istock Ireturns Iand Ithe Iselected 

Imacroeconomic Ivariables Iin IKenya. I 

Ibrahim Iand IMusah (2014) Iexplore Ithe Ilink Iamong Imacroeconomic Iindicators Iand Istock Ireturns Iin 

Ghana. IThey Ifind Ia Ilong-run Irelationship Ibetween Istock Imarket Ireturns Iand Imacroeconomic Iindicators, 

where Imoney Isupply Iand Iinflation Ihave a Ipositive Iimpact Ion Istock Iprices Iwhile Iindustrial Iproduction, 

exchange Irate Iand Iinterest Irate Ihave Ia Inegative Ieffect. I 

Muhanamani Iand ISivagnanasithi I(2014) Iinvestigated Ithe Iimpact Iof Imacroeconomic Iindicators Ion Ithe 

IIndian Istock Imarket Iand Ithe Istudy Ishows Ithat Iindustrial Iproductivity, Iwholesale Iprice Iindex Iand 

Imoney Isupply Iare Ipositively Ilinked Iwith Istock Imarket Ireturns Iin IIndia. 

Wasseja, INjoroge Iand IMwenda I(2015) Ianalyzed Ithe Icausal Irelationship Ibetween Imacroeconomic 

Ivariables Iand Imarket Icapitalization Iin IKenya, Iand Iusing IAugmented-Dickey IFuller IUnit IRoot ITest, 

IJohansen Ico-integration Itest, Iregression Ianalysis, IGranger Icausality Itest Iand IVector IAutoregressive 

I(VAR) Imodel Ifor Idata Ianalysis. IFive Iindependent Ivariables, Inamely: ITreasury Ibill Irate, Iinflation Irate, 

Imoney Isupply, Ireal Iexchange Irate Iand Igross Idomestic Iproduct Iwere Iused Ito Ipredict Istock Imarket 

Ireturns Ion Ithe INairobi IStock IExchange I20 Iindex. IThe Istudy Iused Isecondary Itime Iseries Idata Ifor Ithe 

Iperiod Icovering I1980 Ito I2012. I IThe Iresults Ishowed Ithat IT-bills Irate, Imoney Isupply Iand IGDP Ihad 

Ino Isignificant Ieffect Ion Imarket Icapitalization, Iwhile Iinflation Iand Iexchange Irates Ihad Isignificant Ieffect 

Ion Imarket Icapitalization Iin IKenya. I 

In INigeria, an Ifew Istudies Ihave Iinvestigated Ithe Isubject Imatter. IHowever, Ithe Iexisting Iempirical 

Ievidence Ihas Iproduced Ilargely Imixed Iand Iconflicting Iresults. INwokoma (2002) Ireports Ithat Iinterest Irate 

Iand Iproduction Ilevel Ihave Ia Ilong-run Irelationship Iwith INigeria’s Istock Imarket. IIn a Irelated Istudy, 

IOlogunde Iet Ial. (2007) Ifind Ithat Iinterest Irate Iimpacts Imarket Icapitalization Ipositively Iwhile Ithe Iimpact 

Iof Igovernment Idevelopment Iindex Ion Ithe Istock Imarket Iis Inegative. IMaku Iand IAttanda I(2009), Iusing 

Ierror Icorrection Ianalysis, Ireports Ithat Iconsumer Iprice Iindex, Iexchange Irate Iand Imoney Isupply 

Iinfluence Ithe Iperformance Iof Ithe INigerian Istock Imarket. I 

https://www.tandfonline.com/doi/full/10.1080/23311975.2020.1792258
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Alajekwu, IEzeabasili Iand INzotta (2013) Iprobed Ithe Iimpact Iof Ieconomic Igrowth Iand Itrade Iopenness Ion 

Imarket Icapitalization Iin INigeria. ITheir Ianalysis Ireported Ithat Itrade Iopenness Iand Ieconomic Igrowth Ido 

Inot Icontribute Ito Imarket Icapitalization. I 

Ahmad, IAbdullah, IAbdullahi, IAziz Iand IMuhammad (2015) Iidentified Ithe Irelationship Ibetween Itwo 

Iindependent Ivariables Inamely Iper Icapita Iincome Iand Iinflation Iwith Idependent Ivariable I(stock Imarket 

Ireturns Iin Ithe INigerian IStock IExchange). IThe Istudy Iused Iannual Idata Ifrom I1970 Ito I2013 Iemployed 

IZivot-Andrews Iunit Iroot Itest, IF-bounds Ico-integration Iand IToda Iand IYamamoto Icausality Itests Ifor Ithe 

Ianalysis Iof Idata. IThe Iresults Ishowed Ithat Ithe Ivariables Iwere Inon-stationary Iat Icertain Ilevels Ibut Iwere 

Istationary Iafter Ifirst Idifferencing. ICo-integration Iestablished Ithe Iexistent Iof Ico-integration Iamongst Iall 

Ithe Ivariables. IThere Iwas Isignificant Ipositive Iimpact Iof Igross Iper Icapital Iincome Iand Iinflation Ion Istock 

Imarket Ireturns Iin Iboth Ishort-run Iand Ithe Ilong-run. IGross Iper Icapita Iincome Iwas Ifound Ito Ibe a Ikey 

Ideterminant Iof Istock Imarket Ireturns Iin INigeria. I 

Nkechukwu, IOnyeagba Iand IOkoh (2014) Iexamined Ithe Irelationship Ibetween Itwo Iindependent Ivariables 

IGross IDomestic IProduct Iand Ibroad Imoney Isupply Iand Istock Imarket Ireturns (dependent Ivariable) Iin 

INigerian. IThe Istudy Iused Itime Iseries Iannual Idata Ifor Ithe Iperiod I1980 Ito I2012. IThey Iemployed 

Ieconometrical Itools Isuch Ias IAugmented-Dickey IFuller Iunit Iroot Itest, ICo-integration Itest, INormalized 

ICo-Integrating IVectors Itest, IVector IError ICorrection Imodel I(VECM), Iand IGranger Icausality Itest Ifor 

Ithe Ianalysis Iof Idata. IThe Iauthors Ifound Ithat IGross IDomestic IProduct Ihad Ilong-run Inegative Ieffect Ion 

Istock Imarket Iprices Icontrary Ito Ithe Ia Ipriori Iexpectation; Iwhile Imoney Isupply Ihas Ilong-run Ipositive 

Ieffect Ion Istock Imarket Iprices, Iwhich Iis Iconsistent Iwith Ithe Ia Ipriori Iexpectation Iin INigeria. I 

Ibi I(2015) Iexamined Ithe Irelationship Ibetween Icapital Imarket Iand Iindustrial Isector Idevelopment Iin 

INigeria, Iutilizing Iannual Itime Iseries Idata Icovering Ithe Iperiod Ifrom I1980 Ito I2012. IThe Istudy Iadopted 

Iboth Ianalytical Iand Idescriptive Imethodology Iin Iits Iinvestigation. IThe Ianalytical Imethodology Iemployed 

Imodern Ieconometric Itechniques Isuch Ias Ithe Iunit Iroot Itest, Ico-integration Itest, Igranger Icausality Itest 

Iand Ithe Ierror Icorrection ImechanismI(ECM) Iin Ithe Iestimation Iof Ithe Irelevant Irelationships. IThe 

Idescriptive Imethods Iwere Iused Ito Ianalyze Itrend Iperformances Iof Ithe Ivariables Icaptured Iin Ithe Istudy. 

IThe Iresults Iof Ithe Igranger Icausality Itest Ias Ipresented Ishowed Ithat Ithere Iis Ia Ibi-directional Irelationship 

Ibetween Iindustrial Ioutput Iand Imarket Icapitalization Iand Ibetween Iindustrial Ioutput Iand Inumber Iof 

Ideals, Ibut Ia Iunidirectional Icausality Irelationship Irunning Ifrom Iindustrial Isector Idevelopment Ito Ivalue 

Iof Itransaction. IThe Iresults Iof Ithe Icointegration Itest Ishowed Ithat Ithere Iexisted Ia Ilong Irun Iequilibrium 

Irelationship Iamong Ithe Ivariables. IThe Ifindings Iof Ithe Ishort Irun Idynamics Irevealed Ithat Icapital Imarket 

Ihas Ipositive Iand Isignificant Iimpact Ion Iindustrial Ioutput Iin INigeria Ivia Imarket Icapitalization Iand 

Inumber Iof Ideals. IHowever, Ivalue Iof Itransaction Ihas Inegative Iand Isignificant Iimpact Ion Iindustrial 

Ioutput Iin INigeria Iduring Ithe Ievaluation Iperiod. IIt Iwas Ialso Idiscovered Ithat Ireal IGross IDomestic 

IProduct Ihas Ia Ipositive Iand Isignificant Iimpact Ion Iindustrial Ioutput Iin INigeria, Iwhile Iexchange Irate 

Iand Igross Idomestic Iinvestment Ihave Inegative Iand Isignificant Irelationship Iwith Iindustrial Ioutput Iin 

INigeria. I 

Edame Iand IOkoro I(2013) Iopined Ithat INigerian Icapital Imarket Ihas Iwitnessed Iobvious Itransformation 

Iover Ithe Iyears, Ievident Iby Ithe Iincreased Ilevel Iof Iparticipation Iof Ithe Ipublic Iand Iprivate Iinvestors Iat 

Ithe Ifloor Iof Ithe Istock Iexchange Iand Iin Ivarious Ipublic Ioffers Iof Iquoted Icompanies. IThe Iemerging 

Imarket Ihas Ialso Iattracted Iand Iembraced Ithe Iattention Iand Ithe Iinterest Iof Iinternational Iinvestors, Ithus 

Iincreasing Icapital Iinflow. IThe Ioverall Imarket Icapitalization Ihad Igrown Ifrom I1, 698.1 Imillion Inaira Iin 
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I1980 Ito I7030.8 Ibillion Inaira Iin I2009, Ithus Isignifying Ian Iincrease Iwithin Ithe Iperiod. ITransaction Iat 

Ithe Ifloor Iof INSE Ihas Irisen Ito Ia Itotal Iof I685716.2 Imillion Inaira Iin I2009 Ifrom Ia Iprevious Ivalue Iof 

I16.6m Irecorded Iin I1970. IFrom Ithe Iresult Iobtained, Icapital Imarket Ihas Ipositive Iand Isignificant Iimpact 

Ion Imanufacturing Iperformance Iin INigeria. IThe Icapital Imarket Ivariables Icaptured Iin Ithe Imodel Isuch 

Ias Imarket Icapitalization, Inumber Iof Ideals Iand Ivalue Iof Itransactions Iwere Iall Ipositive Iand Isignificant 

Iin Ipromoting Ieconomic Igrowth Iin INigeria. I 

Fapetu, IOjo, IBalogun, Iand IAsaolu I (2021) Iassessed Ithe Irelationship Ibetween Icapital Imarket Iand 

Imacroeconomic Idynamics Iin INigeria Ifrom I1993 Ito I2020 Iusing Itime Iseries Idata Iand Ivector Ierror 

Icorrection Imodel I(VECM) Imethod Iof Ianalysis. IBesides, Iidentifying Icointegration Iamong Ithe Ivariables, 

Ithe Iresult Isupported Ithe Iproposition Ithat Ithe Idynamics Iin Ithe Iexchange Irate, Iinflation, Imoney Isupply, 

Iand Iunemployment Irate Iinfluenced Ithe Icapital Imarket Iperformance. I 

Oladosu Iand ITopbie (2022) Iexamined Ithe Iimpact Iof Imacroeconomic Ifactors Ion Ithe Iperformance Iof Ithe 

INigerian Icapital Imarket Iusing Imonthly Idata Ifrom I2000 Ito I2019. IThe Iindependent Ivariables Iwere 

Imoney Isupply, Iexchange Irate, Iconsumer Iprice Iindex Iand Iprime Ilending Irate Iwhile Imarket 

Icapitalization Iequity Iwas Iused as Ithe Idependent Ivariable. IQuantile IRegression ITechnique Iwas Iutilized 

Ito Ianalyze Ithe Imodel. IThe Iresults Irevealed Ithat Isignificant Ivariability Iin Imarket Icapitalization Iequities 

Iacross Iall Iquantiles Icaused Iby Imoney Isupply Iand Iexchange Irate. IAlso, Imarket Icapitalization Iequities 

I(MCE) Ihad Iinsignificant Iand Isignificant Iimpact Ion Iconsumer Iprice Iindex Iand Iprime Ilending Irate 

Iacross Iall Iquantiles. I 

KoketsoI(2021) Iexamined Ithe Iimpact Iof Imacroeconomic Ivariables Ion Istock Iand Ibond Imarkets 

Idevelopment Iin IBotswana Iusing Itwo Isets Iof Iquarterly Idata. IThe Ifirst Ibeing Istock Idata Ibetween I2006 

Iand I2017 Iand Ithe Isecond Ibeing Ibond Idata Ibetween I2010 Iand I2017. IThe IAutoregressive IDistributed 

ILagI (ARDL) Itechnique Iwas Iused Ito Ianalyzed Ithe Imodel. IThe Iresults Irevealed Ithat Imacroeconomic 

Ivariables Iimpacted Ion Icapital Imarket Idevelopment Iin IBotswana. IIn Ithe Ishort Irun, Ireal Ioutput, Imoney 

Isupply Iand Iinflation Ihad Ipositive Iinfluence Ion Ithe Idevelopment Iof Ithe Istock Imarket, Iwhile Ireal 

Iexchange Irate Iretards Iits Idevelopment. IReal Ioutput Ifurther Isupports Ithe Idevelopment Iof Ithe Istock 

Imarket Iin Ithe Ilong Irun. IFor Ithe Ibond Imarket, Iinflation Irate Iand Ilending Irate Ihave Ipositive Iand 

Inegative Iimpact Ion Ithe Ibond Imarket Iin Ithe Ilong Irun Irespectively, Iwhile Ithe Iremaining Ivariables Ido 

Inot Iinfluence Ithe Ibond Imarket Iin Ithe Ishort Irun. I 

Omar, IAli, IMouneer, IKouser, Iand IAl- IFaryan I(2022) Iempirically Iinvestigated Ithe Imacroeconomic Iforces 

Ithat Idrive Ithe Istock Imarket Idevelopment Iof IPakistan Ifrom I1980 Ito I2019 Iusing Ithe IAutoregressive 

IDistributed ILag I(ARDL) Ibounds Itesting Iapproach. IThe Iresults Ishowed Icointegration Iamong Ivariables 

Iand Iexhibit Ithe Isignificant Ipositive Iimpact Iof Ieconomic Igrowth Iand Ibanking Isector Idevelopment Ion 

Istock Imarket Idevelopment Iand Inegative Iaffect Iof Iinflation, Iforeign Idirect Iinvestment Iand Itrade 

Iopenness Ion Iit Iin Ilong Irun. IAt Ithe Isame Itime, Ithe Ishort Irun Iresults Ishow Ia Isignificant Irelationship 

Iof Ieconomic Igrowth, Iinflation Iand Iforeign Idirect Iinvestment Iwith Istock Imarket Idevelopment. I 

John I(2019) Iexamined Ithe Ieffect Iof Imacroeconomic Ivariables Ion Istock Imarket Iperformance Iin INigeria 

using Iannual Itime Iseries Idata Ifrom I1981 Ito I2016. IMoney Isupply, Iinterest Irate, Iexchange Irate Iand 

inflation Irate Iwere Iused Ias Iindependent Ivariables, Iwhile Imarket Icapitalization Iwas Iemployed Ias Ithe 

dependent Ivariable. IThe IOrdinary ILeast ISquare I(OLS) Iregression Iresults Ishowed Ithat Imoney Isupply 

hasIa Isignificant Ipositive Ieffect; Iinterest Irate Ihas Ia Isignificant Inegative Ieffect; Iwhereas, Iexchange Irate 
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has Ia Ipositive Ibut Inot Isignificant Ieffect Iand Iinflation Irate Ihas Ia Ipositive Ibut Inot Istatistically Isignificant 

effect Ion Istock Imarket Iperformance. I 

Most Istudies Ifocused Imajorly Ion Ithe Ishort Irun Imacroeconomic Ideterminants Iand Icapital Imarket 

performance, Ias Isuch Ithey Iexamined Ishort Irun Irelationship. IAlso, Imost Iof Ithe Ireviewed Istudies Ilack 

recent Istudy Iperiod. IThe Iadopted Ivariables Iof Ithe Ireviewed Istudies Iare Islightly Idifferent Ifrom Ithis 

present Istudy, Iwith Imost Istudies Icorrelating Iagainst Istock Imarket Iperformance. IHowever, Ithe Istudy Iwill 

fill Iin Ithe Igap Iby Iadopting Imarket Icapitalization Igrowth Ias Ivariables Ifor IMarket ICapitalization. 

This Istudy Iis Ian Iattempt Ito Ifill Ithe Igap Iidentified Iin Ithe Istudy Iby Iexamining Iboth Ithe Ishort Iand Ilong 

run Irelationship Iusing Ico-integration Itest Iand IAutoregressive Idistributed Ilag. 

 

 

3. IMaterial Iand IMethod 

The Iresearch Idesign Iadopted Iin Ithis Iresearch Iwork Iis Iex-post-factor Iresearch Idesign, Ibecause Ithe 

Iresearchers Iseek Ito Iexamine Ithe Imacroeconomic Ivariables I(as Ithe Iindependent Ivariable Iusing Imoney 

Isupply, Iinterest Irate, Iinflation Irate, Iand Iexchange Irate) Ion Icapital Imarket Iperformance Iin INigeria, 

Iwithout Inecessarily Iand Idirectly Imanipulating Ior Icontrolling Ithe Iindependent Ivariables. IThus, Ithe Istudy 

Irelied Ibasically Ion Itime Iseries Isecondary Idata Ifor Ithe Istudy Ivariables Icovering Ithe Iperiod I1981 Ito 

I2022 Icollected Ifrom Ithe ICentral IBank Iof INigeria I(CBN) IStatistical IBulletins Iand Ithe INigerian IStock 

IExchange Ifact Ibook. IThese Isources Iare Iconsidered Ithe Imost Ireliable Idata Isources Ifor Ithis Itype Iof 

Istudy. IThe Iperiod Icovered Iby Ithe Istudy Iis I42 Iyears, Iwhich Iwas Iconsidered Ilong Ienough Ifor Ithe 

Iresearchers Ito Idraw Imeaningful Iconclusions. 

3.1 IModel ISpecification 

This Iresearch Iwork Icovers Ithe Ieffects Iof Imacroeconomic Ivariables Ion Imarket Icapitalisation Iand Ithe 

theoretical Iframework Ianchoring Ithis Imodel Iis Ithe ICalderon-Rossell I(1991) ITheory Iof IStock IMarket 

Development Iwhich Iwas Ideveloped Ito Iexplore Ithe Imain Ideterminants Iof Imarket Icapitalization. IYartey 

(2008) Iaffirmed Ithis Iwhen Ihe Iconcluded Ithat Ithe ICalderon-Rossell Iis Imodelled Ito Iincorporate Iother 

Ifactors Ithat Imight Iinfluence Ithe Icapital Imarket Idevelopment. IThe Ideterminants Iare Icategorized Iinto 

Itwo Isets Iknown Ias Imacroeconomic Iand Iinstitutional Ifactors. IMacroeconomic Ifactors Iinclude Isavings, 

Iincome Ilevel, Ithe Ibanking Isector Idevelopment, Iprivate Icapital Iflows, Iinvestment, Istock Imarket Iliquidity 

Iand Imacroeconomic Istability. IThe IInstitutional Ivariables Iare Icorruption, Ilaw Iand Iorder, Idemocratic 

accountability Iand Iquality Iof Ibureaucracy. IThe Imacroeconomic Ivariables Ihowever Iare Ithe Imajor concern 

Iof Ithis Iresearch Iwork Ithus Ivalidating Ithe Iuse Iof Ithis Itheory. IIt Iis Ion Ithis Ibasis Ithat ItheImodel coined 

Ifrom Ithe ICalderon-Rossell ITheory Iof IStock IMarket IDevelopment Iwill Ibe Iexpressed Ias follows: 

GMCAP I= Iƒ I(BMSG, IEXR, IINFR, IINTR)     I I I I I I I I I I I I I I(3.1)   

This Imeans Istock Imarket Icapitalization Igrowth Iis Iexpressed Ias Ia Ifunction Iof Ibroad Imoney Isupply 

Igrowth, Iexchange Irate, Iinflation Irate Iand Iinterest Irate. 

The Ifunctional Irelationship Iin Iequation I(3.1) Iis Itranslated Iinto Ian Ieconometric Iform Ias Ifollows: I 

GMCAPt I= Iβ0 I+ Iβ1BMSGt I+ Iβ2EXRt I+ Iβ3INFRt I+ Iβ4INTRT+ Iµ  (3.2) I 

Where: I 

GMCAP I= IGrowth IRate Iof IMarket ICapitalization 

BMSG I= IBroad IMoney Isupply Igrowth IRate 

EXR I= IExchange IRate 
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INFR= IInflation IRate I 

INTR I= IInterest IRate I(monetary Ipolicy Irate) I I 

µ I= Ithe Ierror Iterm I 

β0 I= Iintercept Ior Iconstant I 

β1, Iβ2, Iβ3,&β4 I= Icoefficients Ior Iparameters Iof Ithe Iexplanatory Ivariables I 

A Ipriori Iexpectations: Iβ0 I> I0, Iβ1, Iβ2, Iβ3,&β4 I≠ I0 

Description Iof Ithe IVariables 

GMCAP: IGMCAP Idenotes Istock Imarket Icapitalization Iin Ibillion INaira Iexpressed Iin Ipercentage. IThe 

Istudy Iadopted INSE Imarket Icapitalization Igrowth Ias Ithe Idependent Ivariable, Iwhile Ibroad Imoney Isupply 

Igrowth I(BNSG), Iexchange Irate I(EXR), Iinflation Irate I(INFR) Iand Iexchange Irate I(EXC)were Iused Ias 

Ithe Iindependent Ivariables. IIt Irepresents Ithe Iperformance Iof Ithe Istock Imarket Iin INigeria. IPercentage 

Ichange Iin IMCAP Iis Igrowth Iof IMCAP Ithat Iis IGMCAP. 

BMSG: IBroad IMoney ISupply Igrowth I(BNSG) Iis Igrowth Iof Ibroad Imoney Isupply(M2) 

β1 I˃ I0 Ishows Ithat Ibroad Imoney Isupply Igrowth I(BMSG) Ishould Ihave Ia Ipositive Irelationship Iwith 

Imarket Icapitalization I(GMCAP), Iall Ithings Ibeing Iequal. I 

EXR: IThis Iis Ithe INaira/dollar Iexchange Irate. 

Β2 I˃ I0 Ishows Ithat Iexchange Irate I(EXC)should Ihave Ia Ipositive Irelationship Iwith Icapitalization 

I(GMCAP), Iceteris Iparibus. I 

INFR: IThis Iis Ithe Iconsumer Iprice Iinflation Irate 

Β3< I0 Ishows Ithat Iinflation Irate I(INF)should Ihave Ia Inegative Irelationship Iwith Icapitalization I(GMCAP), 

Iceteris Iparibus. I 

INTR: IThis Iis Ithe Imonetary Ipolicy Irate Iof Ithe Icentral Ibank. 

Β4 I˃ I0 Ishows Ithat Iinterest Irate I(INT)should Ihave Ia Ipositive Irelationship Iwith Icapitalization I(GMCAP), 

Iceteris Iparibus. I 

Expressing Iequation I3.2 Iusing Ithe Iautoregressive Idistributed Ilag I(ARDL) Iprocedure Iyields: I 

GMCAPt I= I𝛽 I+ I∑ βn
i=0 1iΔGMCAPt-i I+∑ βn

i=0 2iΔBMSGt-i+∑ βn
i=0 3i𝛥EXRt-i+ I∑ βn

i=0 4iΔINFRt-i I+ 

I∑ βn
i=0 5i𝛥INTRt-i I+ Iβ6GMCAPt-1 I+ I𝛽7BMSGt-1 I+ Iβ8EXRt-1 I+ Iβ9INFRt-1 I+ Iβ10INTRt-1+ I I I I I I I (3.3) 

where I𝛥 Iis Ithe Ifirst Idifference Ioperator, Iand I𝛽6, I𝛽7, I𝛽8, I𝛽9 Iand I𝛽10 Irepresent Ithe Ilong-run Iassociation 

Iin Iequation I3.2, Iwhile I𝛽1i, I𝛽2i, I𝛽3𝑖, I𝛽4i Iand I𝛽5i Iindicate Ithe Ishort-run Idynamics Iin Ithe Iabove 

Irelations. IThe IBound Itest, Ialso Iknown Ias Ithe IF-statistic, Iis Iused Ito Itest Ithe Inull Ihypothesis, I𝐻0: I𝛽6 

I= I𝛽7 I= I𝛽8 I= I𝛽9 I= I𝛽10= I0 Iagainst Ithe Ialternative Ihypothesis I𝐻1: I𝛽6 I≠ I𝛽7 I≠ I𝛽8 I≠ I𝛽9 I≠ I𝛽10 I≠ I0. 

IThe IBound Ior IF-statistic Iis Icontrasted Iwith Ithe Icritical IBounds Itest Ivalues Iobtained Ifrom IPesaran Iet 

Ial. Iat I5 Ipercent Iand I1 Ipercent. I(2001). IIf Ithe Icalculated IBound Ior IF-statistic Iis Ihigher Ithan Ithe Iupper 

Ibound II(1), Ithe Inull Ihypothesis Ithat Ithere Iis Ino Icointegration Iis Irejected. IThis Isuggests Ithat Ieach 

Iseries Ihas Ilong-term Irelationships Iwith Ithe Iothers. IHowever, Iif Ithe IBound Ior IF-statistic Ifalls Ibetween 

Ithe Iupper Iand Ilower Ibounds, Ino Idefinitive Iconclusion Iis Imade. IIf Ithe Icomputed IF-statistic Ior IBound 

Iis Iless Ithan Ithe Ilower IBound II(0), Ithe Inull Ihypothesis Iof Ino Icointegration Iis Iupheld. IIn Iorder Ito 

Ievaluate Ithe Iperformance Iof INigeria's Imanufacturing Isector, Ithe Ispecific IECM Iestimate Ifor IRMGR Iis 

Ias Ifollows: 

GMCAPt I=β0 I+∑ βn
i=0 1GMCAPt-1 I+ I∑ βn

i=0 2ΔXt-1 I+ Iβ3ECMt-1 I+ Iε2t I I(3.4) I I I I I I I I I 

After Ia Ishort Irun Ishock, Ithe Ierror Icorrection Iterm Iis Ithe Ispeed Iof Iadjustment Iback Ito Ithe Ilong Irun, 

Iand Iε2t Iis Ithe Istochastic Ierror Iterm. IXt-1 Iis Ithe Ivector Iof Imatrices Ireflecting Ia Iset Iof Iexplanatory 
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Ifactors. IWe Imove Ion Ito Ithe Inext Istage Iof Idetermining Ithe Icoefficients Iand Ithe Isignificance Ilevel 

Isince Ithe IWald Itest Iresult Isupports Ithe Iexistence Iof Icointegration. IThe IAkaike IInformation ICriterion 

Iis Iused Ito Idetermine Ithe Iideal Ilag Iorder I(AIC). IThe Ilong Irun IARDL Imodel Iis Iestimated Iusing Ithe 

Ierror Icorrection Imodel Iand Ibound Itest Iafter Ithe Ioptimal Ilags Ihave Ibeen Idetermined. IWe Iused Ia 

Isuperior Idiagnostic Itest, Ithe IRamsey IRESET Ifor Ievaluation, Ito Idetermine Ithe Ivalidity Iof Ithe Ipredicted 

IARDL Imodel. 

4. IPresentation Iand IDiscussion Iof IResults 

4.2 IUnit IRoot ITest IResult 

It Iis Icustomary Iand Ihas Ibecome Inecessary Ito Icheck Ior Itest Ifor Ithe Istationarity Iof Ivariables Ibefore 

Iusing Ithem Iin Iany Iregression Iin Ieconometric Ianalysis. IThis Itest Iis Iconducted Ior Icarried Iout Ito Iavoid 

Ithe Iestimated Iregression Ibeing Ispurious. IWhenever Ia Inon-stationary Itime Iseries Iis Iregressed Ion Ianother 

Ior Iother Inon-stationary Itime Iseries, Ithe Iresult Iis Ialways Ia Ispurious Iregression Iresult. IAnd Ia Ispurious 

Iregression Idescribes Ia Isituation Iwhere Ino Ilinear Irelationship Iactually Iexists Ibetween Ia Idependent 

Ivariable Iand Ian Iindependent Ior Ia Iset Iof Iindependent Ivariables, Ibut Ithe IR-squared Ior Iadjusted IR-

squared Ivalue Imay Ibe Ivery Ihigh Iwith Ifew Istatistically Isignificant It-ratios. I 

From Ithe Iresults Iobtained Iin Iour IAugmented IDickey-Fuller I(ADF) Iunit Iroot Itest, IExchange IRate 

I(EXR) Iand IInterest IRate Iwere Istationary Iat Ifirst Idifference Iwhile Iall Ithe Iother Ivariables Iwere 

Istationary Iat Ilevels. ITo Icorrect Ifor Ithe Iunit Iroot Iproblem Iobserved Ior Iidentified Iin Ithe Idata Iset, Igiven 

Ithe Iorder Iof Iintegration Iof Ithe Ivariables I(i.e., I1(0) Iand II(1)), Iwe Isought Ito Iestablish Iwhether Ior Inot 

Ithe Inon-stationary Itime Iseries Icould Ibe ICointegrated. IThat Iis, Iwhether Ior Inot Ithere Iexists Ia Ilong Irun 

Ior Iequilibrium Irelationship Iamong Ithe Ivariables Iin Itheir Ilinear Icombination. ISince Iall Ithe Iother 

Ivariables Iare Iintegrated Iat Iorder Izero, Ii.e., I1(0) Iwhile Iexchange Irate Iand Iinterest Irate Iwere Istationary 

Iat Iorder Ione Ii.e., I1(1), Iemploying Ithe IADRL IBounds ITest Ican Idetermine Ithe Inumber Iof Icointegrating 

Iequations Iin Ithe IError ICorrection IModel I(ECM) Iand Ithus Iconfirm Iif Ithe Ivariables Iare Icointegrated. 

Table I4.2: IADF ITest IResults 

Variable ADF IStatistics Probability I(d) 

 Critical IValue 

(5%) 

Levels First 

IDifference 

Levels First 

IDifference 

Order Iof 

Integration 

GMCAP -2.935001 -4.857506 Ψ  I0.0003 Ψ I(0) 

BMSG -2.935001 -4.748362 Ψ 0.0004 Ψ I(0) 

EXR  I2.183489 -2.935001 -4.881210  I0.9999 0.0003 I(1) 

INFR -2.936942 -3.688305 Ψ 0.0081 Ψ I(0) 

INTR -2.938987 -2.188685 -6.058972  I0.2134 0.0000 I(1) 

Notes: IAt Ithe I1 Ipercent, I5 Ipercent, Iand I10 Ipercent Isignificance Ilevels, Irespectively, I***, I**, Iand I* 

Iindicate Irejection Iof Ithe Istationary Inull Ihypothesis. IAround Iintercept, Ithe Inull Ihypothesis Iremains 

Istationary. ISource: IAuthor's Icalculations Iperformed Iwith IE-views I13. 

4.2 IARDL IBound ITest Ifor ICointegration 

Following Ithe Idetermination Iof Ithe Itime Iseries Iproperties, Ithe Ilong Irun Irelationship's Iexistence Iwas 

Iexamined. ITo Idetermine Iwhether Ithere Iwere Iany Ilong-term Irelationships Ibetween Iany Iof Ithe Idata, Iwe 

Iused Ithe IARDL Imodel Iand Ithe IBound Itest. IThe Ilag Ilength Iis Icarefully Ichosen Isince Ithe Ioutcome Iof 

IARDL Itreatments Idepends Ion Iit. IThis Istudy Iadopted Ithe IAIC Iguideline Imade Iby IPesaran Iet Ial. 
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I(2001) Ifor Ilag Iduration Iselection. IConsequently, Ithe Ilong-term Iassociation Ibetween Iall Ithe Ivariables 

Iwas Iexamined Iusing Ithe Ichosen IARDL Imodel I(2, I0, I0, I0, I1). ITable I4.2 Idisplays Ithe Iresults Iof Ithe 

IBound Itest. IThe Iresults Iindicate Ithat Ithe Ivariables Iare Ico-integrated Isince Ithe IF-Statistic(s) I5.094465 

Iis Igreater Ithan Ithe IUpper Ibound Icritical Ivalue I(3.490) Iat I5%. ITherefore, Ithe Istudy Irejects Ithe Inull 

Ihypothesis Ithat Ithe Ivariables Iare Inot Ico-integrated Iand Ithat Ithere Iexists Ia Ilong-run Irelationship Iamong 

IGMCAP, IBMSG, IEXR, IINTR Iand IINFR. I 

 I 

 

 

 

 

 

 

Table I4.2 IARDL IBound ITesting ICointegration IAnalysis 

F-Statistics I= I I5.094465 

Pesaran, IShin Iand ISmith I(2001): IUnrestricted Itrend Iand Iintercept, Ik I= I4 

 Critical IBound IValues 

Level Iof ISignificance Lower IBound Upper IBound 

10%  I2.200  I3.090 

5%  I2.560  I3.490 

1%  I3.290  I4.370 
 

Source: IAuthor’s Icomputation Iwith Ithe Iuse Iof IE-views13 

4.3 ILong IRun IEstimates 

We Iestimated Ithe Ilong-run Icoefficient Ivalues Iin IEquation I(3.2) Iafter Idiscovering Ia Ilong-run Ilink 

Ibetween Ithe Ivariables. IBased Ion Ithe IAIC, Ithe Ilong-run Ielasticities Iwere Icomputed. IThe Ibest Imodel 

Iwas Idetermined Ito Ibe IARDL I[2, I0, I0, I0, I1], Iwith Ithe Ioutcomes Ishown Iin ITable I4.3. IThe Icoefficient 

Iof IBroad IMoney ISupply Igrowth I(BMSG) Iwas Irightly Isigned I(i.e., Ipositive) Iconforming Ito Ia Ipriori 

Iexpectation, Iimplying Ithat Ia Ipositive Irelationship Iexists Ibetween IBroad IMoney ISupply IGrowth Iand 

IGrowth IRate Iof IMarket ICapitalization I(GMCAP). IThis Imeans Ithat Ia Iunit Iincrease Iin IBMSG Iwill Ilead 

Ito I0.086921 Iunit Iincrease Iin IGMCAP, Ibut Ithis Irelationship Iinsignificant Ias Iits Iprobability Ivalue 

I(0.8180) Iis Igreater Ithan I0.05 Ipercent. IThe Icoefficient Iof IExchange IRate I(EXR) Iwas Irightly Isigned 

I(i.e., Ipositive) Iimplying Ithat Ia Ipositive Irelationship Iexists Ibetween IEXR Iand IGMCAP. IThis Imeans 

Ithat Ia Iunit Iincrease Iin IEXR Iwill Ilead Ito I0.004751 Iunit Iincrease Iin IGMCAP. IHowever, Ithis 

Irelationship Iis Ialso Iinsignificant Ias Iits Iprobability Ivalue I(0.8655) Iis Igreater Ithan I0.05. IMore Iso, Ithe 

Icoefficient Iof IInflation Irate I(INFR) Iwas Iwrongly Isigned I(i.e., Ipositive) Inot Iconforming Ito Ia Ipriori 

Iexpectation I(Negative), Iimplying Ithat Ia Ipositive Irelationship Iexists Ibetween IInflation Irate Iand Imarket 

Icapitalization Igrowth I(GMCAP). IThis Imeans Ithat Ia Iunit Iincrease Iin IINFR Iwill Ilead Ito I0.291753 Iunit 

Iincrease Iin IGMCAP. IHowever, Ithis Irelationship Iis Ialso Iinsignificant Ias Iits Iprobability Ivalue I(0.1657) 

Iis Igreater Ithan I0.05. 

Lastly, Ithe Icoefficient Iof Ithe Ione Ilag Iperiod Iof IInterest IRate I(INTR) I(-1) Iwas Irightly Isigned I(i.e., 

Ipositive) Iimplying Ithat Ia Ipositive Irelationship Iexists Ibetween IInterest Irate Iand IMarket ICapitalization 



                                                                  International Journal of Allied Research in Economics Vol 16 (4) 2025 

 

pg. 15 

Igrowth I(GMCAP). IThis Imeans Ithat Ia Iunit Iincrease Iin IINTR Iwill Ilead Ito I1.399261 Iunit Iincrease Iin 

IGMCAP, Ibut Ithis Irelationship Iis Iinsignificant Ias Iits Iprobability Ivalue I(0.1203) Iis Igreater Ithan I0.05. 

Table I4.3 IARDL ILong IRun IEstimates I 

Dependent IVariable: IGrowth IRate Iof IMarket ICapitalization I(GMCAP) 

Variables Coefficients Std. IError t-Statistic Probability 

BMSG 0.086921 0.374946 0.231823 0.8180 

EXR 0.004751 0.027836 0.170679 0.8655 

INFR 0.291753 0.206065 1.415828 0.1657 

INTR(-1) 1.399261 0.878654 1.592506 0.1203 

C -14.52421 15.81378 -0.918453 0.3647 

Source: IAuthor’s Icomputation Iwith Ithe Iuse Iof IE-views13 

The Iresults Iare Imostly Iconsistent Iwith Ia Ipriori Iexpectation, Ibut Inot Isignificant Ithus Iit Iagrees Iwith Ithe 

Ifindings Iof IYunus, IMahyideen Iand ISaidon I(2014) Iwho Ifound Iout Ithat Iforeign Ireserves, Ireal Iexchange 

Irate Iand Iindustrial Iproduction Iexhibited Ithe Isignificant Iresponse Ito Ithe Ichanges Iin Istock Iprices Iin Ithe 

Ishort Irun, Iwhile Imoney Isupply Iand Iinterest Irates Idid Inot Iindicate Iany Isignificant Iresponses Ito Istock 

Iprices. 

4.4 IShort IRun IEstimates 

In Itable I4.4 Ithe Ierror Icorrection Iterm Iis Ireported Ias ICointEg(-1) Iand Iit Icaptures Ithe Ispeed Iwith Iwhich 

Ithe Idependent Ivariable Ireadjusts Iitself Iin Icases Iof Ideparture Ifrom Iequilibrium. IThe Ivalue Iof Ithe 

ICointEg(-1) Iis Inegative I(-1.063559) Iand Istatistically Isignificant, Iaffirming Ithat Ithe Iindependent Ivariable 

Isustains Ithe Icapacity Ito Imake Iadjustments Iback Ito Ithe Iequilibrium Ipoint Iin Iany Icase Iof Idistortion. 

IFrom Ithe Itable, Ithe Icoefficient Iof Ione Ilagged Iperiod Ichange Iin ID(GMCAP(-1)) Iis Ipositive Iand 

Icorrectly Isigned Iindicating Ithat Ipast Igrowth Irate Iin Imarket Icapitalization Iis Ipositively Irelated Ito Iits 

Icurrent Ivalue. ISpecifically, Ia Iunit Iincrease Iin Ione Ilagged Iperiod IGMCAP Iincreased Icurrent IGMCAP 

Iby I0.211772. IHowever, Ithis Iresult Iis Istatistically Iinsignificant Ias Ithe Iprobability Ivalue Iof I0.1406 Iis 

Igreater Ithan Ithe I0.05 Ibenchmark Ilevel Iof Isignificance. IInterest Irate Iis Inegatively Iand Icorrectly Isigned 

Iin Ithe Ishort Irun. IThis Iimplies Ithat Ia Iunit Iincrease Iin Iinterest Irate ID(INTR) Idecreased IGMCAP Iby I-

0.195910. IAgain, Iinterest Irate Iwas Istatistically Iinsignificant Ias Ithe Iprobability Ivalue Iof I0.7926 Iis Ifar 

Iabove Ithe I0.05 Ibenhmark Ilevel Iof Isignificant. I 

ITable I4.4 IARDL IShort IRun IEstimates 

Dependent IVariable: ID(GMCAP) 

Variables Coefficients Std. IError t-Statistics Probability 

COINTEQ* -1.063559 0.178900 -5.944986 0.0000 

D(GMCAP(-1)) 0.211772 0.140624 1.505943 0.1406 

D(INTR) -0.195910 0.739803 -0.264814 0.7926 

Diagnostic ITest 

IResults: I 

R2 I= I0.528113 

Adjusted IR2 I= 

I0.502605 

Ramsey IReset= 

I0.1971 

DW I= I2.017304 

F-statistic I= 

I20.70427 I(0.000001) 

Breusch-Pagan-

Godfrey Itest Iof 

IHeteroscedasticity I= 

I0.0826 
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LM ITest I= I0.2173  

 

Notes: ILM Itest Iis Ithe ILagrange Imultiplier Ifor Iserial Icorrelation Itest. IRamsey Ireset Itest Iis Iused Ias Itest 

Iof Istability Iof Ithe Iresiduals. 

Source: IAuthor’s Icomputation Iwith Ithe Iuse Iof IE-views13. 

4.5 Diagnostic ITest IResults 

In Iorder Ito Iascertain Ithe Iaccuracy Iin Iforecasted Iparameter Iestimates Iof Iour Imodel, Ithe IARDL Imodel 

Iresults Iwere Itested Iand Ishown Iin Itable I4.4 Ifor Ipossible Iserial Icorrelation, Iheteroscedasticity, IRamsey 

IReset Itest Ifor Istability Iof Ithe Iresidual. IThese Itest Iresults Iindicated Ithe Iabsence Iof Iserial Icorrelation, 

Iheteroscedasticity Iand Ithe Iresiduals Iwere Istable Ias Itheir Iprobability Ivalues Iwere Iall Igreater Ithan Ithe 

I0.05 Ibenchmark Ilevel Iof Isignificance. IAdditionally, Ithe Itest Ifor Inormality Iof Ithe Idistributed Ierror Iterm 

Iusing Ithe IJarque-Bera Itest Iwas Iconducted Iand Ithe Iresult Iis Ishown Iin Ifigure I4.1. IThe Iprobability Ivalue 

Ialso Ishows Ithat Ithe Ierror Iterm Iwas Inormally Idistributed Imaking Iour Imodel Isuitable Ifor Iforecasting 

Iand Ipolicy Iprescription. I 

 I 
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Series: Residuals

Sample 1983 2022

Observations 40

Mean      -5.06e-15

Median  -0.369013

Maximum  45.43607

Minimum -55.85812

Std. Dev.   18.08925

Skewness  -0.394989

Kurtosis   4.373694

Jarque-Bera  4.185169

Probability  0.123368


Figure I4.1: IResidual INormality ITest 

5. IConclusion 

This Istudy, Iinvestigated Imacroeconomic Ivariables Iand Itheir Ieffects Ion Icapital Imarket Iperformance Iin 

INigeria Ifor Ithe Iperiod I1981-2022. 

The Iresults Ishowed Ithat Iin Ithe Ilong Irun Iall Iindependent Ivariables I(broad Imoney Isupply Igrowth, 

Iexchange Irate, Iinterest Irate, Iand Iinflation Irate) Iimpact Ipositively Ion Imarket Icapitalisation, Ialthough Iall 

Ithe Icontributions Iare Istatistically Iinsignificant. IAlso, Iin Ithe Ishort Irun, Ilagged Ivalue Iof Imarket 

Icapitalization Iwas Ipositive Ibut Iinsignificant Iwhile Iinterest Irate Iexhibited Iinsignificant Inegative Iimpact 

Ion Igrowth Iof Imarket Icapitalization. I 
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Results Ifrom Ithis Ianalysis Iare Iin Iline Iwith IAlajekwu, IEzeabasili Iand INzotta I(2013) Iwho Iprobed Ithe 

Iimpact Iof Ieconomic Igrowth Iand Itrade Iopenness Ion Imarket Icapitalization Iin INigeria. ITheir Ianalysis 

Ishowed Ithat Itrade Iopenness Iand Ieconomic Igrowth Ihave Ino Isignificant Iinfluence Ion Istock Imarket 

Icapitalisation. 

 I5.1 IRecommendations 

Based Ion Ithe Ifindings, Ithe Ifollowing Irecommendations Iare Imade: I 

(i) The Igovernment Ithrough Ithe Iregulatory Ibodies, Iparticularly Isecurities Iand Iexchange Icommission 

Ishould Iencourage Imore Icompanies Ito Iaccess Ithe Icapital Imarket Ias Ithey Istrive Ito Iimprove Iproductivity 

Iand Ialso Ibe Imore Iproactive Iin Itheir Isurveillance Irole Iin Iorder Ito Icheck Isharp Ipractices Iwhich 

Iundermine Imarket Iintegrity Iand Ierode Iinvestors’ Iconfidence. IThis Iis Ibecause Ithe Imacroeconomic 

Ivariables Ihave Ibeen Iestablished Ito Ihave Ia Ipositive Iimpact Ion Imarket Icapitalization. I I 

(ii) Efforts Ishould Ibe Imade Iby Ithe ICentral Ibank Iof INigeria Ito Iensure Iappropriate Ipolicy Imix Ifor 

Iharmony Iand Iproper Icoordination Iof Ieconomic Ipolicies Iand Igreater Iattention Idirected Ito Ibroad Imoney 

Isupply 

(iii) The Ievidence Ifrom Ithis Istudy Ishows Ithat Iinterest Irate Iand Iinflation Irates Ihave Ipositive Ieffects 

Ion Igrowth Iof Imarket Icapitalization Iin Ithe Ilong Irun. IHence, IGovernment Iin Iits Ibid Ito Iencourage Ian 

Iactive Icapital Imarket Ishould Iensure Ithat Iappropriate Ipolices Iare Iformulated Ito Iachieve Istability Iin 

Iinterest Irate, Iinflation Irate Iand Iexchange Irates, Ias Ithis Iis Ia Imajor Iway Ito Iguarantee Itremendous 

Iimprovement Iin Ithe Iinvesting Iin Ithe Icapital Imarket. I 
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