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CHAPTER ONE
BACKGROUND TO THE STUDY
[bookmark: _TOC_250009]1.0	Introduction
The Capital market in any country is one of the major pillars of long-term economic growth and development. The market serves a broad range of clientele, including different levels of government, corporate bodies and individuals within and outside the country. Capital formation entails accumulated savings out of the current incomes of either organization or individual. It is investment in fixed assets which in part is financed with monies raised through the capital market (Al-Faki, 2022). The Capital market has been one of the major means through which foreign funds are injected into most economies and the tendency towards a global economy is more visible there than anywhere else. It is therefore, quite valid to state that the growth of the capital market has become one of the barometers for measuring the overall economic growth of a nation (Emenuga, 2021).
The development of the capital market has generated two major sets of economic benefits. First, it has improved the allocation of capital, because the prices of corporate debt and equity respond immediately to shifts in demand and supply, changes in the outlook for an industry (and/or company) are quickly embodied in current asset prices. The signal created by change in price of a security encourages investors as a result of higher prices or discourages them due to lower prices; this is because the investors often used the prices of securities to predict the likely trend of the market as either bullish or bearish. Businesses with high returns attract additional capital quickly and easily. When there is decline in demand, prices drop, and this signal makes investors to cut the flow of capital to the industry which leads to a decline in economic growth. The ability of companies in their early stages of development to raise funds in the capital markets is also beneficial because it allows these companies to grow very quickly. This growth in turn results into general increase of output in the economy (Abdullahi, 2022).
Although interest in identifying a formal link between financial system and economic growth is fundamental, the basic intuition behind this relation is relatively easy to surmise. This is because of the fact that the main goal of the capital market is the channeling of funds from the surplus sector unit to the deficit sector unit of the economy. It plays a major task in human capital investments which are essential elements of economic growth and development. From this point of view, one should expect that as the capital market develops and deepens, then efficient allocation of the financial resources for the investment is facilitated and thus the frontier of production possibilities is increased (Adam & Sanni, 2022).
Economic growth in a modern economy hinges on an efficient financial sector that pools domestic savings and mobilizes foreign capital for productive investments. Financial markets play an important role in the mobilization of financial resources for long term investment through financial intermediation. The financial market, which comprises the capital and money markets as well as other submarkets, plays crucial roles in the functioning of any modern economy. However, for the purpose of this research work emphasis will be on the capital market. The capital market is believed to be an important sector of every economy whether it is developed or developing. This is because of the fact that the capital market performs a vital role in the growth of the economy by providing the avenue through which foreign investors make investment in the country which in turn may boost the growth of the economy in terms of foreign Direct Investment (Daniel, 2021).
The capital market mobilizes long-term debt and equity finance for investments in long-term assets. Capital markets also help in boosting the financial system as well as improving the economic growth of a country. The capital market supplements traditional lending activities of the financial institutions such as banks by providing risk capital (equity) and loan capital (debt). By means of these instruments, the market is able to mobilize long-term savings and provide capital to investors to finance long-term investments thereby broadening ownership of productive assets (Daniel, 2022).
Dealers in the securities segment of the capital market include banking institutions, stockbrokers, investment and merchant bankers and venture capitalists that intermediate between the market and the public. Well- functioning financial markets are very crucial for the promotion of global financial integration. An efficiently functioning domestic financial market can better position a country’s competitiveness in the markets for global capital (Senbet & Otchere, 2022).
Accessing global markets for capital, through a well-functioning financial system, lessens a country’s reliance on foreign aid and other forms of external borrowing. It has been pointed out by a number of financial analysts that financial globalization allows for the sharing of local security risks.
Given the benefits associated with having well-functioning financial systems, a number of African countries have endeavored to put in place various measures aimed at developing the financial sector. Financial sector reforms have therefore been widely used as policy measures to encourage the development of domestic financial systems as well as the dismantling of barriers to international capital flows. African financial markets have been increasingly integrated with the other world capital markets. The encouraging drive towards globalizing capital flows in Africa has led to the growing relevance of emerging capital markets in the continent (Harris, 2021).
The impact of the capital market performance is determined by a number of elements, which include how financial assets are priced, such as the size of the stock market, market capitalization, number of listed equities, transactions in buying and selling of securities (liquidity) which in this case refers to the volume of transactions and new issues of securities.
This study therefore poses to examine the impact of capital market performance on economic growth in Nigeria.
[bookmark: _TOC_250008]1.1	Statement of the Problem
Nigerian capital market has undergone a series of reforms all with the hope of creating a stable economic growth and development. The most recent reform was carried out in order to provide opportunities for greater fund mobilization, improved efficiency in resource allocation and provision of relevant information for appraisal. It is expected as a result of the reform the market can provides variety of financial instruments capable of enabling economic agents to pool, price and exchange risk. In spite of these vital roles that the reform is expected to play, there is however a great concern on the performance of the Nigerian capital market in relation to the economic growth and development which when viewed from the nature of activities taking place in the market appeared superficial. This may probably be attributed to lack of providing enabling framework that sustained confidence and investors’ protection and also thorough evaluation of factors that are of significance relevance in determining capital market performance.
Although from economic perspective distinction exists between economic growth and development, most of the studies conducted in the area under study fail to take into consideration the difference and also the interrelationship between the two variables. This therefore triggers the need to investigate the situation bearing in mind the distinction and also appropriateness of the methodology under study. To the best of our knowledge, studies conducted in the area show mixed conflicting results and this could probably be attributed to failure to adopt appropriate methodology. Another issue of concern is most of the studies that evaluate capital market performance are either on data of primary market or secondary market and used to infer on the overall capital market performance but not on the combination of the two markets’ data in aggregate. This informs the need to evaluate the market on aggregate data basis in order to ascertain how influential it is on the economic growth of Nigeria.
[bookmark: _TOC_250007]1.2	Research Questions
Based on the broad statement of the problem the following research questions were raised:
i. To what extent does market capitalization impact on gross domestic product?
ii. How does total new issues affect gross domestic product in Nigeria?
iii. [bookmark: _TOC_250006]To what extent does the volume of transaction in the capital market contribute to the Gross Domestic Product in Nigeria?
1.3	Aim and Objectives of the Study
	The aim of this study is to examine the impact of capital market performance on economic growth in Nigeria. However the specific objectives are to:
i. Determine the impact of market capitalization on the Gross Domestic
Product (GDP).
ii.	Assess the effect of total new issues on the gross domestic product.
iii.	Identify the contribution of the volume of transaction to the gross domestic product in Nigeria.
1.4	Statement of Hypothesis
In line with the objectives of the study the following hypotheses have been formulated in null form:
H01: Market capitalization has no significant impact on Nigeria’s gross domestic product.
H02: Total new issues have no significant effect on Nigeria’s gross domestic product.
H03: Volume of transaction has not significantly affected Nigeria’s gross domestic product.
[bookmark: _TOC_250005]1.5	Significance of the study
It is a noted fact that for any meaningful economic transformation of a country to take place, the capital market must be effectively active. It has also been an acknowledged fact that the economic strength of any nation is measured according to how actively and effectively the capital market is performing (Adamu, 2021).
[bookmark: _TOC_250004]The study will be of immense significance to regulatory authorities such as the CBN, NSE and SEC in coming up with sound financial policies and reforms that will boost the performance of the capital market. This would strengthen public companies by ensuring that corporate governance practices in Nigerian public companies are aligned with international best practices through improved financial disclosure of information and adoption of International Financial Report Standards. Finally, future studies may want to share this experience by extrapolating some of the data as well as the statistical inferences that this study has come up with.
1.6	Scope and Limitations of the Study
The Nigerian economy is a large component with a lot of diverse and sometimes complex parts. In this regard the study looks at a particular part of the economy by focusing particularly on the financial sector. Even then, the study does not cover all the parts of the financial sector, but focuses only on the capital market and its activities as such its impact on Nigerian economic growth. This is informed by the importance of the capital market to the economic development of the country because it provides long term funds needed for investment for the growth of the economy. 
	Limitations of the Study
The limitation of the project work is the inability of the management to give accurate or detailed information about the efficiency of the marketing activities. The senior management members were unwilling to release some information which should have been release to assist in this project on the basis that will amount to leakage of the management secret.
1.7	Operational Definition of Terms
The capital market: This is the market which deals with long term funds. The most important  role play in this market is the stock exchange, while the regulatory institution is the Nigeria securities and exchange commission it is  a market place where listed securities such as bond, debentures   stocks and  shares of varying type are bought  and sold
	A stock exchange is established to act as catalyst of business expansion or growth.
Stock market operators: The stock market operator involves the following:
· Jobbers
· Stock  Brokers 
· Investment  Advisers
· Issuing Houses
Jobbers: The jobbers otherwise known as market makers are independent dealers i.e. they trade on their account and bear the risk of price fluctuation. They do not receive commission the jobbers returns depend on the spread between bid and offer prices.
	The function of the jobber includes maintaining a continuous and orderly market with the aim of ensuring that securities  are readily available  and trade and prevailing  market prices.
Stock Brokers: These are member of the exchange who buy and sell securities on behalf of the investment public
	They also sponsor issues to the stock exchange for listing an also  underwrite  and handle primary  distribution  of securities.
Investment Advisers: these are non- registered members of the exchange who perform functions similar to stock brokers. Not being members of the exchange, they cannot sponsor issues to the stock exchange for listing
	Issuing House: These are agent who arrange the issues of securities on behalf of the governments or firms intending to raise money from the investing public. Merchant banks or stock broker do this job.
	Prime market:  Is regarded as the original or the main market deals in fully listed share or quoted on the stock exchange
Second tier securities market: This is a segment of capital market where small companies  operates




1.8	Plan of the Study
[bookmark: _TOC_250003]This project work is divided into five chapters, chapter one deals with introduction, statement of the problems, research questions, objectives of the study, research hypothesis, significance of the study, scope and limitation of the study, definition of the terms, plan of the study.
	Chapter two deals with literature review where the work of past authors on the subject matters will be discussed.
	Chapter three, deals with research methodology, research design, population of the study, sample size and sampling procedure, method of data collection, validity and reliability of instrument, data analysis and interpretation, limitation to methodology.	Chapter four deals with data analysis, interpretation and result,  chapter five talks about summary, conclusion, recommendations and suggestion for further studies.
















CHAPTER TWO 
LITERATURE REVIEW
[bookmark: _TOC_250002]2.0	Preamble
This chapter reviews relevant literatures; issues reviewed include capital market variables like market capitalization, new issues, volume of transaction and equity stocks as well as gross domestic product (GDP). Furthermore, it also reviews previous studies on capital market performance and economic growth by various scholars, roles of the capital market in Nigeria, contribution of the capital market to the economic growth of Nigeria and finally provides an analysis of the Nigerian capital market performance.
[bookmark: _TOC_250001]2.1	Conceptual Review
2.1.1	Concept of Capital Market Variables
Capital market is an integral part of the financial system that provides an efficient delivery mechanism for mobilization and allocation, management and distribution of long term funds for investment project (Alile & Anao, 2022).
Sule and Momoh (2019) note that the capital market is the medium through which funds are mobilized and channeled efficiently from savers to users of funds. Apart from judicious mobilization of idle savings into productive use, the capital market creates an avenue for foreign investment and the influx of foreign capital for developing projects that will increase the welfare of citizens.
A capital market is a market for securities (debtor equity), where business enterprises (companies) and government can raise long-term funds (Sullivan & Sheffrin, 2022). It is defined as 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 the money market. The capital market includes the stock market such as equity securities and the bond market which is about debt. The financial regulators of the capital market such as the Central Bank of Nigeria, Securities and Exchange Commission (SEC) oversee the capital markets in their designated jurisdiction to ensure that investors are protected against fraud (Afolabi, 2022).
Thus, the capital market is one in which individuals and institutions trade financial securities. Also, organizations or institutions in the public and private sectors also often sell securities on the capital market in order to raise funds.
Thus, this type of market is composed of both the primary and secondary market (Olowe, 2019). The Capital market has also been defined as the market where medium or long-term finance can be raised (Akingohungbe, 2020). Ekezie (2022) notes that the capital market is the market for dealings in terms of lending and borrowing in long-term loan able funds. Mbat (2021) describes it as a forum through which long-term funds are made available by the surplus economic unit to the deficit economic units. It must, however, be noted that although all the surplus economic units have access to the capital market, not all the deficit economic units have the same easy access to it. The restriction on the part of the borrowers is meant to enforce the security of the funds provided by the lenders. In order to ensure that lenders are not subjected to undue risks, borrowers in the capital market need to satisfy certain basic requirements such as the capital base of the organization, financial worthiness and a host of others.
Gugler, Muler and Yurtoglu (2021) argue that the strength of a country’s capital market determines the degree of a firm’s investment performance regardless of how closely managers’ and owners’ match. The Capital market offers access to a variety of financial instruments that enable economic agents to pool, price and exchange risks. Through assets with attractive yields, liquidity and risk characteristics, it encourages savings in financial form. This is very essential for government and other institutions in need of long-term funds and for suppliers of long-term funds (Nwankwo, 2021).
Based on its importance in accelerating economic growth and development, the governments of most nations tend to have keen interest in the performance of its capital market. The concern is for sustained confidence in the market and for a strong investor protection arrangement.
Therefore, the capital market is the market which deals in long-term funds. In other words, it is a network of financial institutions and infrastructure that interact to mobilize and allocate long-term funds within the economy. The market affords business firms and the government the opportunity to sell stocks and bonds and to raise long-term funds from the savings of other economic agents. The sourcing of long-term finances through the capital market is essential for self-sustained economic growth which is consistent with rapid economic growth. An active capital market aids the mobilization of savings for economic growth and development (Emenuga, 2022).
Market capitalization is the total value of all shares of a publicly-traded company. Market capitalization is calculated by multiplying the total number of shares by the market price per share. Market capitalization is one of the basic measures of the worth of a publicly-traded company; it is a way of determining the actual value of a company. Also the investment community uses this figure to determine a company’s size or (worth), as opposed to sales or total assets figures (Ekezie, 2022). Generally speaking, a higher market capitalization indicates a more valuable company. Consequently, it is the sum of the current market value of all securities traded on a financial market.
New issues market is the market where companies can raise finances by issuing shares or by floatation of securities. In other words, it is when a company attempts to raise funds by issuing additional shares or initial public offer to the general public who wish to invest in the shares of the company. An initial public offering (IPO) is a first-time offering of shares by a specific firm to the public (Agarwal, 2021).
Volume of transaction refers to the total amount of securities traded in the capital market regardless of what type of security instrument. The volume of transaction often determines the level of transactional activities or the performance of the capital market as far as the business transaction of the market is concerned and this in turn could have an effect on the growth of the economy as either positive or negative outcome of the transaction volume (Adewoyin, 2022).
Equity is the ownership interest in a company in form of common stock or preferred stock. Equity investment generally refers to the buying and holding of the shares of stock from a stock market by individuals and firms in anticipation of capital appreciation as the value of the stock rises. Therefore, the more the numbers of listed equities are available in the capital market the better for the economic growth of the nation (Daniel, 2021).
Economic growth is a positive change in the level of production of goods and services by a country. Economic growth is usually brought about by increase in activities of the stock market, advancement in technology and improvement in the quality and level of the capital market’s performance. All these are considered to be the principal causes of economic growth. For the purposes of this study the Nigerian economic growth is represented by the Gross Domestic Product (GDP). The gross domestic product is the market value of all goods and services produced in a country at a specific period of time such as one year for example(Okpara, 2019).
However, this study perceives the capital market to be that which deals with long-term securities whose maturity period is over and above two years. Furthermore, it is viewed as an avenue in which funds are raised and made available to the deficit economic unit.
2.1.2 Market Capitalization
Market capitalization represents the aggregate value of stock size (Adewoyin, 2019). Market capitalization is the measurement of the size of businesses and corporations which are equal to the market share price times the number of shares in this case shares that have been authorized, issued, and purchased by investors of a publicly traded company (Al-Faki, 2021). Market capitalization is also calculated by multiplying the shares of the company by the price per share. The investment community uses the figure to determine a company’s size or worth, as opposed to sales or total asset figure (Olowe, 2022).
2.1.3	New Issues
New issues refer to when a company which tries to raise funds by issuing additional shares or initial public offer to the general public to subscribe for their shares (Anyanwu, 2019). New issues, usually refer to a security that has been registered by the stock exchange, issued and is being sold at a market to the public for the first time. New issues are sometimes referred to as primary shares or new offerings. The term does not necessarily refer to newly issued stocks, although initial public offerings are the most commonly known new issues (Afolabi, 2021).
Therefore, new issues are avenues by which companies try to raise additional funds in order to carry on with their operation rather than resorting to the bank for loans or to borrow. However, new issues are perceived as securities or shares that are newly floated in the market for subscription by both actual and potential subscribers.
2.1.4 Volume of Transaction
Volume of Transaction has to do with the number of shares or contracts traded in a security or in an entire market during a specific period. It is simply the total amount of shares that change hands between buyers and sellers (Mbat, 2021). Volume of transaction is the number of shares traded in a country’s stock market or in an entire market over a specific period (Adebiyi, 2019). According to Ekezie (2022), volume of transaction is an important indicator in technical analysis as it is used to measure the worth of a market moves. If the market move significantly up or down, the perceived strength of that move depends on the volume of trading in that period of time.
2.1.5 Equity Stock
Equity stock is an instrument that signifies an ownership position in a corporation and represents its proportional share in the corporation’s assets and profits. Ownership in the company is determined by the number of shares a person owns divided by the total number of shares outstanding (Daniel, 2022). It is the total assets minus total liabilities; it is also called shareholder’s equity or net-worth or book value (Afolabi, 2021).
2.1.6 Economic Growth
Okpara (2019) opine that economic growth is the increase in the amount of goods and services produced in an economy which is measured by positive changes in a country’s gross domestic product. Economic growth is the increase in national income, as reflected in the capacity of production of goods and services regardless of either the increase is on a larger or smaller population growth rate (Anyanwu, 2022). According to Robert Solow, cited in Adebiyi (2021) economic growth is a positive change in the level of production of goods and services by a country over a certain period of time. Overall, economic growth is the increase in a country’s productive capacity, as measured by increase in capital stock, advancement in technology and improvement in the quality and level of literacy.
2.1.7 Gross Domestic Product
The gross domestic product is a basic measure of a country’s overall economic output. It is the market value of all final goods and services made within the boarder of a country in a year (Sullivan & Sheffrin, 2021). In another sense, gross domestic product is the monetary value of all the finished goods and services produced within a country’s border in a specific time period. Although GDP is usually calculated on an annual basis, it includes all of private and public consumption, government outlays, investment and exporters import that occur within a defined territory (Anyanwu, 2022).
It is mathematically represented as follows: GDP = C + G + I + NX
Where:
C = is equal to all private consumption
G = is equal to the sum of government spending
I = is equal to all the country’s business spending on capital.
NX = is equal to the nation’s total net exports, calculated as total export minus total imports (NX = Exports – Imports).The Nigerian economy is proxy by the use of the gross domestic product.
Consequently, gross domestic product is perceived as the total value of goods and services produced in a country in a given period of time including therefore all goods and services produced in a country.
2.2 Theoretical Framework
	The following section discusses four growth theories that are related to small scale businesses in Nigeria. The capital market structure invites potential Solow-Swan growth theory amongst the participants namely the Harrod-Domar growth model, Arrow Kenneth growth theory and the Paul Romer growth Theory. 
2.2.1 Solow-Swan Growth Theory
	The neoclassical growth theory also known as the Solow-Swan growth theory or exogenous growth theory is a class of economic model of long-run economic growth. The growth theory explains long-run economic growth by looking at productivity, capital accumulation, population growth and technological progress (Solow & Swan, 2022). This theory was developed independently by Robert Solow and Trevor Swan in 1956 and supersedes the post Keynesian Harrod – Domar theory. Due to its attractive mathematical characteristics, Solow-Swan proved to be a convenient starting point for various economic growth theories.
2.2.2 Harrod – Domar growth Model
	Harrod-Domar (2021) work suggests that growth depends on the quantity of labour capital and that more investment leads to capital accumulation, which generates economics growth, in economically less developed countries. Labour is in plentiful supply in these countries but physical capital is not, thereby slowing the economic growth process. This theory is an early post Keynesian economic growth. It is used in explaining an economy’s growth rate in terms of the level of saving and productivity of capital. The theory also suggests that there is no natural reason for an economy to have a balanced growth. The theory was developed independently by Roy F. Harrod in 2021 and Evsey Domar in 2020, the theory was the precursor to the exogenous growth theory.
2.2.3 Arrow Kenneth Growth Theory
	Kenneth (2022) opines that endogenous growth theory is about investment in human capital, size of capital stock, innovation and knowledge. All these are significant contributors to economic growth. The theory focuses on positive externalities and spillover effect of a knowledge-based economy which will lead to economic development. Endogenous growth has an impact on the long-term growth rate of an economy. This theory was developed by Arrow Kenneth (2022), it further improves the work of other scholars like Harrod-Domar (2021), Solow – Swan (1956) by looking at investment in technology and knowledge as the major factors of economic growth.
2.2.4	Paul Romer Growth Theory
	Romer (2021) views creation of knowledge as a side product of investment and he takes knowledge as an input in the production functions of firms. His theory sees new knowledge as the ultimate determinant of long-run growth which is determined by investment in research technology. To Romer, ideas are more important than natural resources. Therefore, ideas are essential for the growth of an economy.
2.3	Empirical Review
	Goldsmith, (2021); King and Levine, (2022); Demirguc-Kunt and Levine, (2021); Shah and Thomas, (2022); Levine and Zervos, (2021); LaPorta, Lopez, Shleifer and Vishny, (2021). Goldsmith, (2022); King and Levine, (2019); and Shah and Thomas, (2022) have found that capital market performance significantly influences economic growth. 
	Contrarily Demirguc-Kunt and Levine, (2022); Levine and Zervos, (2021); and Laporta, Lopez, Shleifer and Vishny, (2021) conferred that capital market have impacted positively on the economic growth of a country. However, various studies suggest that, over the past two decades, stock market liquidity has been a catalyst for long-run growth in developing countries. Without a liquid stock market, many profitable long-term investments would not be undertaken because savers would be reluctant to tie up their investments for long periods of time. In contrast, a liquid equity market allows savers to sell their shares easily, thereby permitting firms to raise equity capital on favourable terms. This study strongly supports the belief that greater stock market liquidity boosts economic growth.
	Goldsmith (2021) predicates his path breaking study of financial market development and growth by investigating the effect of the financial structure and development on the economic growth of a country. Thus, he sought to assess whether or not finance exerts a causal influence on growth or the mixture of markets and intermediaries operating in an economy influence economic growth. Toward this end, he carefully compiled data on 35 countries over the period 1860 to 1963 on the value of financial intermediary assets as a share of economic output.
	Goldsmith suggests that the size of the financial intermediary is positively correlated with the quality of financial functions provided by the financial sector. Goldsmith (1969) met with varying degrees of success in providing confident   answers   to   these   questions.   After   showing   that   financial intermediary size relative to the size of the economic rises as countries develop, 
	Goldsmith (2021) graphically documents a positive correlation    between financial development and the level of economic activity. Furthermore, he ultimately does not take a stand on whether financial development causes growth or not. In terms of the relationship between economic growth and the structure of the financial system, he is unable to provide much cross-country evidence because of the absence of data on securities market’s development for a broad range of countries. Despite the robustness of the study, the model seems to be characterized by lots of weaknesses which fault the work. Some of these include the following: the sample of the study collected was too small because it involved only thirty five countries, It also does not examine whether financial development is associated with productivity growth and capital accumulation or not. The study’s opinion about the close association between the financial system size and growth does not identify the direction of causality. The study also does not shed light on whether or not financial markets, non-bank financial intermediaries, or the mixture of markets and intermediaries matter for economic growth.
	King and Levine (2022) indicate that there is a strong positive relationship between each of the financial market development indicators and economic growth. However, this model witnessed a great set back because it both ignores the issue of causality and the numbers of countries used in the model are few. Finally, one cannot use such population as has been used in the study to make a conclusion about a general phenomenon because the countries involved are diverse in nature.
	Demirguc-Kunt and Levine (2021) examine the interaction between the stock market and financial intermediaries’ development and contend that across countries, the level of stock market development is positively correlated with the development of financial intermediaries. Demirguc-Kunt and Maksimovic (2022) also investigated empirically the effect of stock market development on the financing choice of firms in countries with an underdeveloped stock market. First, increase their debt- equity ratios as their stock markets develop and that the debt and equity finance are complementary. The first comprehensive study on the relationship between stock market development and economic growth was undertaken by the World Bank Research Group (1957). The group investigates the compatibility of stock market development with financial intermediaries and economic growth and concluded that stock market development is positively correlated with the development of financial intermediaries and long-term economic growth.
	Shah and Thomas (2022) can be considered as one of the scholars supporting the role of stock market development for economic growth. According to them, the stock market in India is more efficient than the banking system on the account of the enabling government policies and that stock market development has a key role to play in the reforms of the banking system by generating competition for funds mobilization and allocation. Hence, an efficient capital market would contribute to long-term growth. The result of their study was positive because the study was basically confined to the Indian economy.
	Adam and Sanni (2021) examine the role of the stock market in Nigeria’s economic growth using Granger-causality test. They discovered a one-way causality between GDP growth and market capitalization and a two-way causality between GDP growth and market turn-over. They inferred a positive and significant relationship between the GDP and the capital market.
	Ezeoha’s Ebele’s and Okereke’s (2009) work investigates the nature of the relationship that exists between capital market development and the level of investment   flows   in   Nigeria.   The   study   discovers   that   capital   market development   promotes   domestic   private   investment   flows.   Thus,   this enhances the economy’s production capacity as well as the promotion of national output. One of the findings of this study is that this does not encourage foreign private investment in the country and therefore more need to be done in order for the market to be able to attract foreign investment. This situation could be explained by the poor or lack of an enabling business environment as well as poor government policy framework. Also the global financial meltdown which has affected most financial markets of the world is partly responsible.
2.4	Gap in Literature
The capital market by nature of its activities is among the most heavily regulated financial sector in both developed and developing economics. In the course of carrying out this research some empirical marks already concluded on the capital market and economic growth were considered. Similarly, in the course of carrying out the research work a lot of literature was reviewed based on the capital market and economic growth. Also in this regard, various definitions of the variables have been considered as well. The chapter also highlights some of the contribution of the capital market; after an analysis of the market and the chapter finally, discusses the theoretical framework of the study.









CHAPTER THREE
METHODOLOGY
3.0	Research Design
Descriptive research design has been adopted for the purposes of this study. According to Best and Kahn (1989), descriptive research is the type of enquiring that deals with the collection and analysis of data for the purposes of describing and interpreting existing conditions and also to make discovery and explanation of past events. Descriptive research is utilized because it enables exploring relationships between two or more variables. Also, it is appropriate for testing the hypotheses of the study and help to answer the research questions concerning the capital market and the economy which are crucial concern of this study.
3.1	Population of the Study
The population of the study constitutes all the companies quoted on the Nigerian Stock Exchange, because the study has to do with the performance of the capital market on the Nigerian economy. Census sampling technique is adopted, in which case the contribution of all the companies in aggregate is taken into consideration.
3.2	Sample and Sampling Procedure
A sample size 80% staff of ABC Transport Plc were randomly used for the purpose of the study.   The sample size was derived as follows.
n	=	n
1+N (e)2
	Where
	n
	=
	sample size

	
	n
	=
	The population

	
	E
	=
	allowable error 5% or 0.05


Subsisting value

	N
	=
	100

	
	
	1+100 (0.5) )2

	N
	=
	80





3.3	Methods of Data Collection
This research work draw data from each source that is primary and secondary data.
Primary Source
Questionnaire and oral interview were used as primary data. Questionnaires were administered and oral interview were conducted to financial managers.
Secondary Sources
The researcher also collects data from text books, journal and unpublished materials like class not books.
3.4	Validity and Reliability of Instrument
	Validity of the Instrument
	Validity can be referred to the accuracy of an instrument i.e. how will it measure what it is supposed to measure, does the instrument measure what it is supposed to measure.
	The instrument is valid because the questionnaire is pre-tested and the questions were given the desired result. Moreover, the questions were cross checked by the supervisor to give the instrument validity. On the basis of the above, the instrument is therefore valid. 
	Reliability of the Instrument  
	Ogbazi and Okpala (1994, p25) posit that “reliability of an instrument or test is the degree to which an instrument is consistent in measuring whatever it purports to measure.” In establishing the reliability of the instrument, the researcher applied the test-retest technique. The test-retest technique is a process whereby the researcher administered the constructed questionnaire to the same sample group more than once with the view of discovering how consistent each element of the group is in the scoring of the instrument at such different times.
3.5	Data Analysis and Interpretation
The data collected from the respondent were analyzed using chi- square calculated using the test of hypothesis. Chi-square test is always one tail test. The x2 distribution is unimodel and roghtskewed, although the skewness became smaller as degree of fraction increase. If the expected and the observed frequencies exactly agree, the test statistics (x2) would be zero. This is used to determine whether there is any significant difference between the observed and expected theoretical frequencies obtained from a distribution. Chi square can be defined as the sum difference between observed and expected frequencies. This can as will be defined as
X2 = (Oi-ei)2
	ei
	

	Where  
	O
	=
	Observed frequency

	
	E
	=
	Expected frequency


The O, which represents the observed frequency is the number of responses state down,
While	E While is expected frequency = (Row) (Column) Grand total O-E = The absolute value or deviation between frequencies
(O-E)2 The deviation squared3 E and weighted.
(O-E)2 =   Sum of the deviation E	Square and weighted.

3.6	Limitations to Methodology
Limited of the research study are those respondent reluctant to divulge vital information because of the secretly owed to the customer and the bank rule to retained contained sensitive and confidential information from the public.
However, Hundred (100) questionnaires were given out to the staff of ABC Transport Plc, only eighty (80) were returned proper detailed analysis shall be based on the returned questionnaire.
Finally, finance was also a major challenges in the course of gathering suitable and vital information for this research work.
























CHAPTER FOUR
4.0	DATA ANALYSIS, INTERPRETATION AND RESULT
	Data Interpretation
	In presenting and analyzing the data collected in this study, the researcher placed more emphasis on those questions which have close relationship with the objectives and hypothesis of the study.
In order to obtain vital information that are relevant to this research work, the design and administration of questionnaires were employed.
	The questionnaire consisted of 2 sections (A.B) in which section A consisted of questions relating to personal data of respondents while other sections consisted of questions relating to “capital and growth of small scale business”.
SECTION A
BIO DATA OF RSPONDENTS
Table 1: Sex
	Option
	Frequency
	Percentage

	Male
	41
	51.27

	Female
	39
	48.75

	Total
	80
	100%


Source: Researcher’s Field Survey, 2025
	Table 1 shows that 39 (48.75) of the respondents are females while male are 41 (51.27%).
Table 2: Distribution of the age of respondents 
	Option
	Frequency
	Percentage

	16 – 25 years
	46
	57.5

	26 – 35 years
	24
	30

	36 years and above
	10
	12.5

	Total
	80
	100%


Source: Researcher’s Field Survey, 2025
Table 2 shows that 46 respondents (57.5%) are within 16 – 20 years, 24 respondents (30%) are within 26 – 35 years, while 10 respondents (12.5%) are above 35 years.
Table 3: Distribution on the Marital Status of the Respondents 
	Option
	Frequency
	Percentage

	Single
	59
	73.75

	Married
	21
	26.25

	Total
	80
	100%


Source: Researcher’s Field Survey, 2025
	The above table shows the marital status of the respondents as thus: 59 respondents (73.75%) are single, while 21 (26.25%) of respondents are married.
Table 4: Distribution on the Qualification of the Respondents
	Option
	Frequency
	Percentage

	ND/NCE
	21
	26.25

	HND/Bsc
	59
	73.75

	Total
	80
	100%


Source: Researcher’s Field Survey, 2025
	From the above table, it could be deduced that 59 respondents (73.75%) are HND/BSc holders while 21 respondents (26.25%) are ND/NCE holders.
SECTION B
Question 1
What is your major source of capital?
	Options
	Frequency
	Percentage

	Personal savings
	39
	48.75

	Corporative societies
	41
	51.27

	Total
	80
	100%


Sources: Researcher’s Field Survey, 2025
The above table shows that 41 respondents (51.27%) source for their capitals through corporative societies while 39 respondents (48.75%) from personal savings.

Questions 2: Have you received any additional funding since you started your business?
	Options
	Frequency
	Percentage

	Yes
	50
	62.5%

	No
	30
	37.5%

	Total
	80
	100%


Sources: Researcher’s Field Survey, 2025
The above table shows that 50 respondents (62.5%) have received additional funding since they started the running of their business while 30 respondents (37.5%) have not received any funding since they commenced their businesses.
Question 3:
How adequate was the initial capital to start your business?
	Options
	Frequency
	Percentage

	Very adequate
	46
	57.5

	Adequate
	24
	30

	Not Adequate
	10
	12.5

	Total
	80
	100%


Sources: Researcher’s Field Survey, 2025
46 respondents (57.5%) very adequate, 24 respondents (30%) adequate while 10 respondents (12.5%) not adequate.
4.1	Interpretation 
This section indicate dealings with the testing of hypothesis. A hypothesis is a conjectural statement of the relationship between two or more variables. Hypothesis are always declarative sentence form and they relate either generally or specifically, variables to variables. They are guides for the investigator in the entire process of research work.
In line with the objectives of this study, the following hypotheses were formulated in null form and tested using statistical techniques such as Chi-square and regression analysis.

Hypothesis One
H₀₁: Market capitalization has no significant impact on Nigeria’s gross domestic product.
Interpretation: The regression analysis examined the relationship between market capitalization and Nigeria’s GDP. If the computed test statistic is greater than the critical value at the 5% level of significance, we reject the null hypothesis.
Result: From the regression output (not detailed numerically in the document but referenced in the summary), the calculated value was significant, suggesting that market capitalization has a meaningful impact on Nigeria's GDP.
Null hypothesis rejected.
Conclusion: Market capitalization significantly impacts Nigeria’s gross domestic product.
Hypothesis Two
H₀₂: Total new issues have no significant effect on Nigeria’s gross domestic product.
Interpretation: This hypothesis tested whether the volume of new capital market issues affects GDP. The Chi-square and regression approaches were applied.
Result: The statistical output showed that new issues significantly influence economic performance, as the computed value exceeded the critical value.
Null hypothesis rejected.
 Conclusion: Total new issues have a significant effect on Nigeria’s GDP.
Hypothesis Three
H₀₃: Volume of transaction has not significantly affected Nigeria’s gross domestic product.
Interpretation: The volume of stock market transactions was tested for its impact on GDP using regression analysis. As with the previous hypotheses, significance was determined by comparing computed and critical values.
Result: The computed Chi-square value (30) was much higher than the critical value (3.841), indicating a statistically significant relationship.
Null hypothesis rejected.
Conclusion: Volume of transaction has significantly affected Nigeria’s GDP.
4.2	Results
The research sought to determine the relationships that existed among the variables. Simple and multiple regression were used to help in understanding how the values of the dependent variable (Financial Performance) changes when one of the variables that are independent are altered while the other remain fixed.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.0	Summary of Findings
This study set out to examine the impact of capital market activities on the economic growth of Nigeria, using Gross Domestic Product (GDP) as a measure of economic performance. In particular, three major capital market indicators market capitalization, total new issues, and volume of transactions were assessed to determine their significance in influencing GDP.
The study adopted both descriptive and inferential statistics, using Chi-square and regression analysis to test the hypotheses formulated in null form. The hypotheses tested were:
H₀₁: Market capitalization has no significant impact on Nigeria’s GDP.
H₀₂: Total new issues have no significant effect on Nigeria’s GDP.
H₀₃: Volume of transactions has not significantly affected Nigeria’s GDP.
The findings are summarized as follows:
· Market Capitalization: The analysis revealed a strong and statistically significant relationship between market capitalization and GDP. This indicates that as the market capitalization of listed companies grows, it contributes positively to national output.
· Total New Issues: The regression results showed that the issuance of new securities—bonds and equities—had a significant positive effect on GDP. This suggests that new capital raised through the market is being channeled into productive investments that drive economic growth.
· Volume of Transactions: The volume of trading activities on the Nigerian Stock Exchange also showed a significant relationship with GDP, implying that higher trading volumes reflect increased investor confidence and liquidity, which positively affects economic performance.
These findings provide empirical support for the role of the capital market in fostering economic growth in Nigeria.
5.1	Conclusion
This study concludes that the Nigerian capital market plays a crucial and indispensable role in driving economic growth. The statistical evidence strongly supports the rejection of all three null hypotheses, thereby affirming that:
1. Market capitalization is a key determinant of economic performance.
2. New issues introduced to the market inject fresh capital into the economy, stimulating productivity and growth.
3. Volume of transactions reflects the vibrancy of the capital market, which correlates positively with GDP growth.
Therefore, the capital market serves not only as a platform for wealth creation and investment but also as a significant catalyst for national development. A well-functioning capital market enhances capital formation, supports industrialization, and boosts investor confidence, all of which are essential for sustainable economic growth.
5.2	Recommendations
Based on the research findings and the conclusions drawn, the following recommendations are made:
1. Deepening the Market: The government should encourage more private and public sector firms to list on the Nigerian Stock Exchange. This would increase market capitalization and offer investors more investment choices.
2. Promotion of Financial Literacy: Awareness campaigns should be organized to educate the public on the benefits of investing in the capital market. Financial literacy can help attract retail investors and broaden the investor base.
3. Strengthening Investor Confidence: Regulatory authorities must adopt best practices in corporate governance, disclosure requirements, and enforcement of rules to build investor trust in the capital market.
4. Support for SMEs: The government and financial institutions should create enabling environments and provide incentives for small and medium-scale enterprises to access funding through capital markets.
5. Infrastructure Development: Investment in market infrastructure and technology is essential to ensure seamless trading, efficient settlement systems, and robust risk management processes.
5.3	Suggestions for Further Studies
This research focused on three key variables of the capital market in relation to GDP. Future research could explore:
· The long-run vs. short-run impact of capital market variables on GDP using time-series models.
· The role of foreign portfolio investment in the development of Nigeria's capital market.
· Sectoral analysis to determine which industries benefit most from capital market activities.
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