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Abstract 
The main objective of this paper was to empirically investigate the impact of capital 

market’s indicators on the level of economic growth in Nigeria during the period 

between 1980 -2020. The study used data collated from CBN Statistical Bulletin and 

annual report of Nigeria Bureau of Statistics, and Nigeria Stock Exchange, while Co-

integration and it’s Error Correction Model (ECM) was used to analyze the data. The 

result of the descriptive statistics showed that GDP did not improved significantly 

during the period. Same was Market Capitalization but Initial Offers, Total Value 

Traded and All Shares Index improved significantly. The Johansen co-integration 

showed the evidence of long run co-integration which was also confirmed by the ECM 

result. The result revealed the speed of adjustment of about 73percent. The Granger 

causality test showed that there was unilateral causality relationship that ran from 

MCAP to GDP and not the reverse. This suggested that it was changes that occurred 

in MCAP that brought about the changes in GDP and was not the reverse. But there 

was no causality effect of IPOs, TVT, ASI and GDP.  To determine the impact of the 

indicators on GDP the impulse response check test was conducted. The impulse 

response result revealed that one period standard deviation shock on MCAP had a 

positive impact on GDP. Same was IPOs, TVT, and ASI respectively, Based on the 

results of the findings, the paper recommended amongst others that there should be 

an active participation of the real sector, the Government and her Agencies in the 

market through the issuance of bonds, to increase Initial Offerings, Total Value 

Traded, All Share Index as well as market capitalization for a robust involvement of 

the market in the growth of the economy.  
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Introduction 
The Nigerian stock exchange (NSE) was 

established in 1960 as Lagos Stock 

Exchange with just Nineteen (19) securities 

listed for trading. But it became known as 

the Nigerian Stock Exchange in 1977.  

But as at Nov.2019, it has a total of 161 

listed companies, 8 (eight) domestic 

companies on the Premium Board 144 

companies on the main board and 9(nine) 

companies on the 3 alternative securities 

market (ASeM) Board. The NSE has 84 

(eighty four) FGN Bonds, 21 states bonds, 

27 (twenty seven) corporate bonds, 1 (one) 

supranational bond and 53(fifty three) 

memorandum listing in the fixed income 

market. With a total market capitalization 

of N28.26 trillion as at 9th January 2020 

(Adolf .C. Wikipedia.org.5th May 2020). In 

terms of operations the Exchange has 

grown also, that foreign brokers are now 

listed as dealers in the exchange as a result 

of its internal connectivity known as “The 

Nigerian Stock Exchange (CAPNET) that 

allows its trading activities to be seen 

electronically in other trading centers. This 

was made easy through its Automatic 

Trading System (ATS) through its 

computer networks as well as the launching 

of the X-Gen trading platform that allows 

trading for both the retail and institutional 

sectors. (Adolf. 2020) 

From the foregoing it is evidently clear that 

the Nigerian stock exchange has not only 

grown but has become an outlet for foreign 

investors as well. This has made it 

imperative for its activities or operations to 

be in conformity with best global practices 

in the Capital/ financial market or system. 

The capital market is a key player in the 

Nigerian financial system as well as driver 

of the Nation’s Economic growth and 

development. This is because of its 

financial intermediating role of channeling 

funds from the surplus economic units to 

the deficit units of the Nigerian economy.  

The trading activities of buying and selling 

of share/stocks, bonds etc are reflected in 

the daily transactions or activities of the 

market classified as market capitalization, 

all-shares index, total volume and value 

transactions that are regarded as the 

indicators of the market’s performance and 

by implication are seen as the barometer of 

economic growth measurement in any 

economy. Hence this work is set to 

empirically determine the extent to which 

the Nigerian capital market indicators has 

impacted on the level of economic growth 

of the country.  

 

Statement of the Problems 

Adamu (2008) stated that” for any 

meaningful economic transformation of a 

country to take place, the capital market 

must be effectively active…the economic 

strength of any nation is measured 

according to how actively and effectively 

the capital market is performing.” This 

statement attests to the importance of the 

capital market hence the need to ascertain 

the extent to which the Nigerian Capital 

Market (NCM) has contributed to the 

growth of the Nigerian economy for the 

period 1980 to 2020. 
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The Stock or Capital Market (CM) is an investment outlet where long term financial debt 

instrument like shares/stock, bonds etc are traded. Which gives investment opportunities 

to those with excess funds who desire to invest while at the same time affording the deficit 

sectors who are in need of funds to raise such funds for their businesses. It is these 

processes of channeling long-term investable funds between these two units that drives 

the growth of the economy. Another aspect of the market that stimulates growth is the 

operations of the secondary market where old securities are traded, which affords those 

who have acquired shares previously but now needs money to disinvest by selling off their 

shares. By this process, the market ensures a continuous flow of liquidity in the system.  

For these activities to be sufficiently and effectively performed in the market, it requires 

active participation of other sectors of the economy. But in Nigeria today the level of 

economic activities in the system is low, such as low capacity utilization by the 

manufacturing sector, power epilepsy, high level of unemployment, high inflation rate, 

unstable exchange rate coupled with the fact that in a country of about 180 million people 

the market has only about 3 million individual participants. This is a reflection of low 

involvement of the Nigerian populace. And amongst these three million individuals, about 

one third of them are not even aware of the existence of the stock market because they 

decorated their sitting rooms with their share certificates. In addition to these challenges 

is the problem of money supply where much money seem to be out of control of the 

monetary authority (The Central Bank of Nigeria) due to leakages in the system. Hence in 

the face of these challenges the study want to examine whether the performance of the 

capital market has impact on economic growth in Nigeria using the market indicators as 

parameters by addressing the understated research questions.  

 

Objective of the Study 

These include: 

i. Determine the relationship between Market Capitalization and the Nigerian 

Economic Growth in Nigeria 

ii. Examine the impact of stock total Value of Transactions on Economic 

Growth in Nigeria. 

iii. Ascertain the effects of Initial Public Offerings on Economic Growth in 

Nigeria. 

iv. Examine the impact of All Share Index on Economic Growth in Nigeria.  

 

 

Research Questions 

These include: 

i. Is there a relationship between Market Capitalization and Economic Growth 

in Nigeria? 

ii. To what extent has Total Value of Transactions impacted on Economic 

Growth in Nigeria? 
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iii. Do Initial Public Offerings have any effect on Economic Growth in Nigeria? 

iv. To what extent has All Shares Index impacted on Economic Growth in 

Nigeria? 

 

Statement of Research Hypotheses 

Four (4) null hypotheses are formulated for the study they are stated thus;  

Ho1. There is no significant relationship between market capitalization and economic 

growth in Nigeria 

Ho2. Total Value of Transactions has no positive impact on Economic Growth in 

Nigeria. 

Ho3. Initial Public Offerings have no significant impact on economic growth in Nigeria. 

Ho4. All Shares Index has no significant impact on Economic Growth 

 

Conceptual Issues 

Real Gross Domestic Product 

Real gross domestic (RGDP) can be seen as the monetary value of goods and services 

produced in a country over a period of time often a year after making allowance for 

inflationary effects. According to Wikipedia Real gross domestic product (r GDP) is a 

macroeconomic measure of the value of economic output adjusted for price changes (ie 

inflation or deflation).  This adjustment transfers the money value into an index for 

quantity of total output. On the other hand gross domestic product  (GDP) refers total 

spending, the sum of consumer spending,  investment made by the industry, excess of 

export over import, and government spending. In cases due to inflation GDP is often 

increasing but does not reflect the actual growth in the economy hence gross domestic 

product is deflated to get the real gross domestic product growth. The GDP is sometimes 

referred to as nominal GDP defined as the market value of all final goods produced in a 

geographical region usually a country (Kenton, 2017; Fred, 2019).  

 

Market Capitalization (MCAP) 

Market Capitalization can be seen as a measure of the stock value of organization by 

multiplying the company’s total outstanding stocks or shares by the ruling price of its 

stocks in the stock market. According to Investopedia.com, Market capitalization is a 

useful figure to examine when trying to understand a company’s structure and 

profitability, and therefore a sto0ck value. It can be used to determine a variety of key 

performance metrics, including price-to-earning and price-to-free –cash flow. It states 

further that market capitalization refers the total dollar market value of a company’s 

outstanding shares…it is calculated by multiplying the total number of a company’s share 

by the current market price. However market capitalization can be classified as micro-

(capitalization) small cap, mid-cap, large cap or mega cap. These various caps are based 

on monetary value; while the small caps are within the neighborhood of $250million the 

mega cap is on the range of $50billion.  
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Initial Public Offerings 

This can be seen as the situation where a company directly issue shares at the primary 

market which is offered to the public for subscription. It is the process through or by which 

a new company or an existing one that is in need of fund or additional capital raised funds 

through the capital market from the public. However some distinctions have been made 

between new issues and initial public offer ((IPOs) While IPOs are seen as the real new 

issues debt instruments and equities are seen new issues. But in most literatures new issues 

and initial public offer are being used interchangeably if or when funds are being raised 

from the market. According to Investopedia. com, A new issue refers to a stock or bond 

offering that’s is made for the first time. Most issues come from privately held companies 

that becomes public, presenting investors with the opportunities.  

 

Total Value of Transactions 

According to Adolf (2020), the  trade value of a share is The trade price of a stock is the 

value of the stock mentioned in the stock quotes… This will help them in knowing whether 

they should buy or sell their stocks at current market price or wait for the prices to fall or 

rise further. …21st nov 2021.  Hence value traded can be seen as the aggregate volume of 

stocks or securities traded in the stock market in their monetary terms. In order wards it is 

the monetary of the number of traded in a particular day and or over a period of time. It is 

calculated by multiplying the volume of stocks traded by the market price of the stock. 

Hence it is often seen as an indicator that complement s market capitalization ratio because 

it shows whether the market size is matched by or with the day trading activities. 

 

Capital Market 

Adamu (2008) stated … “for any meaningful economic transformation of a country to take 

place, the capital market must be effectively active …, the economic strength of any nation 

is measured according to how active and effectively the capital market is performing”. 

Alile (1997) opined that the development of capital market is made possible through some 

of the vital roles played, such as channeling resources, promoting reforms to modernize 

the financial sector; financial intermediation, capacity to link the deficit to the surplus 

sector …” Dabo (2015) identify capital market as an institution that contributes to the 

socio economic growth and development of emerging economies. Al-faki (2016) view the 

capital market from the perspective of fund raising thus; “the capital market has been one 

of the major means through which foreign funds are injected into most economies and the 

tendency is a global economy …” Speaking in the same vein Emenuga (1998) sees the 

capital market as the barometer for the measuring of the overall economic growth of a 

nation” capital market is a market for securities (debtor equity) where business enterprises 

(companies) and governments can raise 

Long term funds - - - a market in which money is provided for periods longer than a year 

as the raising of short-term funds takes place at other market, which in this case is money 

market.  
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All Shares Index  

According to Wikipedia.org, it states that ‘’ In finance a stock index or stock market (SMI) 

is an index that measures a stock market  ,or a subset of that stock that helps investor to 

compare current stock price levels with past prices  to calculate  market performance. 

There are different types of indices and the major criteria of an index is that, an index is 

investable and transparent. The method of of its construction is that it is specified. Hence 

an investor can invest in a stock market index by buying an index fud. This is often 

constructed or structured as a mutual fund or an exchange trade fund. This helps to 

determine the difference in performance of an index fund and the index. The fund 

performance between them is referred to as tracking error. There are different types or 

forms of indices namely; Ethical stock market indices, Indices and passive investment 

management, indices by coverage and indies by weighing methods. 

 

Theoretical and Empirical Frame Work 

From the foregoing it is clear that there are numerous economic growth theory than capital 

market ranging from the classical and the new growth theory of the neoclassical. From the 

economic growth theories there appear to be a consensus between both schools of thoughts 

as to the acceptance of gross domestic product (GDP) as the measure of the economic 

performance of nations developed and developing. On the capital market perspective there 

seem to be more attention on capital market investment theory/s than the relationship that 

exist between the capital market and economic growth. However, the theory of capital 

formation which links the capital market activities to national economic performance is 

adopted for this work, using the Cobb-Douglas Production Function, which is expressed 

thus;  

Q=f( K, L,P,H) 

 

Empirical Review 

Empirical review is concerned with investigating existing works as they relates to current 

work with a view to knowing the methodologies they adopted, nature of data collected 

and used, results etc in order to have either a supportive-base as well as a possible 

knowledge-gap that need to be filled or corrected. 

Yardirichukwu and Chigbo (2014) in their work; impact of capital market on economic 

growth in Nigeria(1985-2012) used the multivariate co-integration and error correction 

method and the result showed that value of transaction and new issues were positive and 

statistically significant in relationship with economic growth. While market capitalization 

and total listing exhibited inverse but statistically significant effect with economic growth  

in Nigeria. 

Kolapo and Adaramola (2012) investigated the impact of the Nigeria capital market on 

economic growth from 1990 – 2010, using Johansen Co-integration and Granger 

Causality. The variables used were Gross Domestic product as dependent variable while 

market capitalization, new issues value of transactions, total listed equities served as 

independent variables. The co–integration result was positive and significant, while 

causality test revealed a bidirectional causation between GDP and value of transaction, 
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and a unidirectional causality effect with market capitalization and vice-versa. Okpoto 

(2015) in his study of the impact of capital market on GDP between 1980-2013, used the 

ADF, co-integration and error correction model, and the result revealed a co-integration 

between the variables. 

Also the parsimonious results showed that, value of transactions, market capitalization 

and total holding of development stock though impacted on economic growth, was not 

significant. 

Abu and Aguda (2015) in their study title “Capital Market as a Catalyst for sustainable  

economic development found a positive relationship between capital market and 

economic development”. 

Taiwoetal (2016) examined the relationship between capital market and economic growth 

from 1981-2014; using the vector error correction model. Their results based on the 

normalized co-integration series revealed that; market capitalization rate, total value of 

listed securities, labour force participation rate, accumulated saving and capital formation 

are significant in macroeconomic determination. 

Yusuf and Aminu (2016), Obiakor (2016) using the OLS regression on GDP, market 

capitalization, listed equities for the period between 2005-2014 and 1985-2015 

respectively  revealed that capital market indicators impacted insignificantly on GDP.  

While Obiakor (2016) result showed that ‘in specifics market indexes had a heterogeneous 

effects on growth of the economy but aggregate capital market development significantly 

induced economic growth. In the same vein Muritala and Ogunji (2017) in their study of 

the association between capital market and economic growth 1980-2015, used the unit 

root test, co-integrate and the ECM approach their results showed that, total new issues, 

market capitalization and total listings positively impacts on the economy. Inimino et al 

(2018) examined  the impact of capital market on Nigeria Economic Growth between 1986 

-2016, adopted the ADF test and Autoregressive Distributed lag modelization had positive 

and significant effects on economic growth. 

Abina and Lemea (2019) while examining the effect of capital market performance 

between 1985-2017, used Johansen Co-integration test, Error correction and Granger 

Causality test approach the co-integration showed a long-run positive relationship 

between the variables while the Granger Causality test revealed a two significant 

unidirectional causalities flowing from Gross Domestic product(GDP) to market 

capitalization and total value of new issues respectively. Acha and Akpan (2019) study 

the effect of capital market performance and economic growth from 1987-2014 adopted 

the ADF, Johansen co-integration causality test and VAR regression models used volume 

of transactions and listed equities, the result showed a Co-integration between the 

variables, the causality test revealed a unidirectional causalities relationship between 

economic growth and capital market and from capital market indicators to GDP. 

Also Ogbebor et al (2020) applying the same regression  approach as Acha and Akpan 

above but different variables such as real GDP, stock market development, foreign direct 

investments (FDI), trade openness, inflation and banking sector development. The result 

revealed that past values of real GDP, FDI, and trade openness promotes economic growth 
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in the short run and long run bi-directional causalities between both the dependent and 

independent variables. 

 

Summary of Literature Review 

Empirically, the works reviewed showed conflicting results. This is however expected as 

the various authors used different regression methods, data and time frame. This not 

withstanding results of most of   the empirical finding suggested that there is positive 

significant relationship between capital market and economic growth in Nigeria. 

 

Method of Data Analysis  

The paper adopted the quantitative analysis method using the Auto-regression Distributed 

Lag(SRD) analysis which includes the co-integration with its implied error correction 

mechanism, ADF unit root test, Jarque Bera normality test as well as the Cusum and 

CUSUMQ Residual test. (3.6)…….. 

 

Apriori Expectations  

Increase in Capital Market Indicators reflects Economic Growth in the Nigerian economy. 

 

Model Specification  

The model adopted for the study is as stated thus; GDP f (MCAP,IPOs, TVT,ASI)  Stated 

linearly thus; GDP =  f(MCAP,IPOs,TVT,ASI)    ……………..….. Equation (3.1)  

Rewriting the equation in an econometric form yields  

UeASITVTIPOsMCAPoGDP +++++= 4321  …………….Equation (3.2)  

Where, GDP = Gross Domestics Product,   

MCAP = Marker Capitalization,   

IPOs = Initial Public Offers.  

ASI = All Share Index and 

TVT = Total Value of Transactions  

Ue = Error term,    

o = constant,1-5 are parameters.  

 

Results and Findings 

The results of the analysis are as presented below.  

 

Descriptive Statistics 

The results of the descriptive statistics is shown in the table below  

 

Table 1:   Descriptive Statistics Results 

  LGDP   LMCAP  1POs   LASI   TVT     

Mean                   12.31321                14.82319               10.,61478              2.583083           10.32037   

Median               12.48891  15.03340 10.19711  2.829678  9.546277 

Maximum             13.561130 15.80449 13.71885  3.394508  16.04616 

Minimum  10.89949              13.04844  7.757940 1.791759  4.650144 
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Std. Dev.  0.741234  0.734958 1.841741  0.498221 3.456134 

 Skewness -0.221476  -0.796234 0. 217064 -0.307681 0.218242 

Kurosis  2.085850 2.718951  1.895044 1.630027 1.806215 

Jarque –Bera 1.762790  4.467197  2.407718  3.853139 2.760053 

Probability  0.414205 0.107142  0.300034 0.145647 0.251572              
Source: Regression Results Using  E.views 9.0 (2021) 

 

The mean for GDP is 12:31 which is less than median of 12.48, indicates that the GDP 

did not improve significantly throughout the period, The maximum and minimum values 

for GDP are 13.56 and 10.90. The standard derivation is just 0.74 unit. The mean and 

median for MCAP are 14.82 and 15.03 implying that MCAP did increase marginally 

during the period. The highest and lowest values are 15.80 and 13.04, with a negligible 

standard deviation of 13.05. The IPOs with an average value of 10.20 indicates that the 

IPOs improved the most during the period. And the highest and the lowest value of 13.72 

and 7.75 with ab standard deviation of 1.86 which is good. The ASI did not improve 

significantly during the period of the study. The highest and lowest value of ASI are 3.39 

and 1.79. The standard deviation is 0.50. The mean and median of TVT are 10.32 and 

9.45. This indicates that TVT improved during the period of the study. The highest and 

lowest value are 16.05 and 4.65, and standard deviation of 3.46. 

 

Correlation Matrix 

The result of correlation matrix  is shown in the table below 

LGDP   Table 2. Correlation Matrix Result 

LMCAP  0.51060551838   

LIPOs     0.03324928043.  0.42877899849 

LASI     0.10185620315  0.51128043898    0.68727646163 

LTVT     0,20921181539   0.38518166262   0.93797271955   0.68359825525 

Source: Using E. Views 9.0 (2021) 

 

The correlation coefficient between GDP and MCAP is 0.51. The correlation coefficient 

between IPOs and GDP is 0.03 which is low. The correlation coefficient between ASI and 

GDP is 0.10 while that between TVT and GDP is 0.21. The low correlation coefficient 

provides the indication that there is no evidence of first order serial correlation in the 

model.   

The result of the long run static analysis is shown below.  

 

Table 3. Static OLS Result. Dependent variable; LGDP 

Variable      Coefficient         Std Error        t-Statistic Probability. 

MCAP         0.142821  0.059044  2.418868   0.0206 

LASI           0.386455           0,099068        3.900914        0.0004    

LIPOs         0.213244           0.053660         3.9733959       0.0003 

LVT          0.044486           0.028286             1.572734       0.1245 

C              7.535145          0.720893            10.45251          0.0000 
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R2=0.93 F Stat.=715.07,  D.W 2.08. The result of the R square indicates that 93 percent 

of the total changes in the GDP have been explained by the MCAP, ASI,TVT and IPOs 

taken together. This is a good fit. Since the unexplained is a mere 7 percent. Thus MCAP, 

ASI, TVT and IPOs have positive relationship with GDP. An increase by 1unit of MCAP, 

ASI, IPOs and TVT respectively will increase GDP by 0.14, 0.39, 0.21, and 0.04 units 

respectively. The t-test reveal that MCAP,ASI, and IPOs with values of 2.42, 3.90, and 

3.97 with probability of 0.206, 0.0004 and 0.003 respectively, with exception of TVT are 

statistically significant in explaining the changes in GDP in Nigeria in the period under 

review. 

 

ADF Unit Root Test Result 

The Result of the unit root test is shown in the table below.  

 

Table 4. Summary of ADF Unit Root Test.                                                                                                                             

Variables Level of Difference First Difference  Order of Integration 

ASI -1.30 -9,02* I (1) 

TVT -0.63 -6.60* I (1)  

IPOs -0.01 -6.59* I (1) 

GDP 0.94 -6.51* I (1) 

MCAP 2,35 -5.46* I (1) 

NB:*Indicates stationary at the 1 percent level. 1 percent critical value is -3.610453. 

 

The result of the unit root test indicates that all the variables were not stationary at level 

but however became stationary after first difference was taken. The variables became 

stationary at 5% level. Thus allowing us to test for co-integration.  

 

Johansen Co-integration Test 

The result of the Johansen Co-integration test is shown in the table below.                                                                                                                         

 

Table 5. Summary of Johansen Co-integration Test Results 

Hypothesized     

No. of CE(s) Eigen value Trace Statistic 0.05Critical value      Prob ** 

None*  0.605385   70.37075 69.81889   0.0452 

At most 1 0.309028  35.03661 47.85613 0.4461 

At Most 2 0.299256 20.98970 29.79707 0.3583  

At Most 3 0.132900 7.476402 15.49471 0.5230 

At Most 4 0.052707 2.057576 3.841466 0.151 

 

Hypothesized Max –Eigen 0.05 

Table 6 Summary Max-Eigen 0.05 

No. of CE(s) Eigen value Statistic Critical Value Prob ** 

None * 0.605385 35.33414 33.87687 o.o333 

At Most 1 0.,309028 14.04691 27.58434 0.8194 

At Most 2 0.299256 13.51329 21.13162 0.4062 
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At Most 3 0.132900 5.418826 14.26460 0.6883 

At Most 4  0.052707 2.057576    3.841466  0.1514 

Source: Regression Result using E. view 9.0 (2021) 

 

The results of both the trace statistic and the max-Eigen statistic indicate a one co-

integration equation in each case. The result also reveal the existence of a long run 

equilibrium relationship between the variables. This permits the estimation of the error 

correction mechanism (ECM)The results of the ECM is shown in Table 6, while the over-

parameterized ECM is shown in the appendix. 

 

Table 7: Summary of parsimonious ECM Result.  Dependent variable; LGD 

Variable Coefficient Std. Error t-Statistic. Prob.   

LMCAP(-1) 0.172103 0.037884 4.542922 0.0001 

LIPOs(-1) 0.228625 0.034424 6.641486 0.0000 

LASI   0.060527  0.017751  3.4098355 0.00017 

TVT  0.064688 0.032717 1.97722 0.0555 

ECM–1   0.727053 0.113405 6.411105 0.0000 

C 6.677284 0.469577 14.21979 0.0000   

R20.91 AIC-1.06, SC-0.81, Adjusted R0.89, F-statistic 81.33232, Prob (F-statistic) 

0.0000, D.W-2.18  

Source: Regression Results Using E. views 9.0 (2021) 

 

The author lagged the variables because the regression is a time series and the analysis is 

also time series. Also because of autocorrelation that has the characteristics of making 

values to correlate with its previous copies. Other benefits of the use of lag is that it helps 

to tell when the regression is not highly correlated and when the sample is long relative to 

the length of the lag distribution. It as well help in eliminating the impact of irrelevant lags 

or information. In addition, it is used to determine the estimating dynamic relationship of 

the model. A model is said to be dynamic if or when it contains lagged values of either the 

dependent or the explanatory variables or both, Furthermore, the use of lag could be as a 

result of the configuration of the regression software.  

 

Parsimonious ECM Analysis/Hypothesis Testing 

The result of the parsimonious ECM with R-Square value 91percent indicate that 91 

percent of the total variations in the GDP in the period under review have been explained 

by the MCAP, IPOs, ASI and TVT, taken together. This is good. Also the Adjusted 

RSquare with value of 89 percent indicate that the model is well specified. The one period 

lag in MCAP, IPOs, ASI, and TVT respectively have positive relationship with GDP under 

the period. An increase in each of these increases GDP by 0.17, 0.23, 0,06, and 0.06 units 

respectively. The t-statistic showed that MCAP(-1)) IPOs (-1) and ASI with value of 4.54, 

6.64, and 3.41 , with probability of 0.0001, 0.0000,aand 0.0017 respectively are 

statistically significant  in explaining the impact of the indicators on GDP growth in 

Nigeria during the reviewed period.   
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This also validates the representation of the alternative hypotheses of a significant 

relationship between the variables and economic growth in Nigeria in the period under 

review. However TVT is found to be statistically insignificant thereby validating the 

relevance of the null hypothesis. The statistically significance of the ECM suggests  a 

satisfactory speed of adjustment . It shows that about 73 percent of the errors are corrected 

in each year. 

 

Diagnostic Checks Result 

The results of the diagnostics checks result is presented in the table below.                                                                   

 

Table 9: Diagnostics Check Result  

Brevsch-Godfrey Serial Correlation    F-statistic (0.55) Probability (0.5815) 

Heteroskedasticity 1.80 0.1396 

Jarque-bera 1.934 0.3795          

 

The result of the Brevsch-Godfrey serial correlation LM test indicates that the residuals 

are not serially correlated. The result of the Heteroskdastically test indicates that the 

residuals are homoskedastic which is consistent with time series data. The result of the 

Jarque-bera normality’s test indicates that the residuals are normally distributed.  

 

Summary of Findings 

The paper attempted to ascertain the impact of capital market indicators on economic 

growth in Nigeria. In doing this the study employed the longitudinal research design since 

the variables of the study utilized time series data that covered forty one (41) that is 1980 

to 2020. The variables included real gross domestic product (RGDP) (which represented 

the dependent variable) and market capitalization, all share index, initial public offers and 

total value of transactions independent variables. 

The findings by the study are summarized thus; 

i. Market Capitalization and economic growth in Nigeria for the period of 1980 

to 2020. 

The result of the study revealed that market capitalization is positively related and 

has a significant positive impact on economic growth in the period of the study. 

Although RGDP itself did not increase significantly during the period. This is 

however not surprising as the period fall under the Structural Adjustment 

Programme of between 1983-1986 in Nigeria and the Global Financial 

Crisis(GFC)of2007-2009. 

ii. Initial Public Offers and economic growth in Nigeria for the same period.  

The result reveals that initial public offering taken together with the other variables 

were positively related to economic growth. But when assessed alone it showed a 

weak relationship and also not statistically significant in determining economic 

growth in Nigeria in the period under review. 

iii. Total Value of Transactions and economic growth in Nigeria between 1980 

and 2020.   



261  africascholarpublications@gmail.com                                                                               

 2022 

 

The result of the study reveal that total value of transactions has positive 

relationship with economic growth in Nigeria in the period under review and is 

statistically significant in explaining the variations in performance of economic 

during the period. 

iv. All-Share Index and economic growth in Nigeria for the same period of 1980 

to 2020.  

The findings also reveal that all share index is positively related to economic 

growth in Nigeria and its statistically significant with positive impact in explaining 

the variations in economic growth in Nigeria during the period of the study.                                                               

 

Conclusion                                                                                                                                                                                          

The paper concluded that based on the research findings, capital market indicators 

represented by  market capitalization, All Share Index, total value of transactions and 

initial public offerings with positive relationship and significant statistical impact can be  

instrumental to achieving the desired level of economic growth and  development in 

Nigeria. 

 

Recommendations                                                                                                                                                                                 

The paper recommends a robust improvement in the production base of the real sector 

which will increase the level of participation of new firms as well as Government and her 

agencies participation through the issuance of bound and other dept instruments that will 

increase the level of activity in the market which will in turn increase not only the value 

of market capitalization, initial public offering, total value of transactions and all share 

index, but has an overall positive impact on economic growth in Nigeria. 

 

Contribution to Knowledge 

Generally, the findings of this research work will be of much benefit to the general public 

and policy makers. But specifically to the regulatory bodies and operators of the Nigeria 

capital market such the Central Bank, the Nigerian Security and Exchange Commission, 

stock brokers, issuing houses, dealers. And others like institutional investors, financial 

analyst, economists, individuals and the researcher himself whose academic knowledge 

has further been broaden by this study.                   
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