CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY 
The Nigeria stock exchange is a highly organized market where investor can buy and sell their existing securities like debentures, shares e.t.c. This is a market where these those who are interested in purchasing of securities are bought into contract with the seller, in December 1961, Lagos stock exchange was given BY A National coloration with the change of name to Nigeria stock exchange and the opening of additional trading floors in Port Harcourt (1920), Kano (1989), Kastina (1970) Onitsha (1990) and Abuja (1999) as their offices. 
Functionality, the stock exchange is a forum for mobilizing public and private savings and making them useful to the government and the general public through stocks, equity and debentures. 
The settlement procedure in operation in the Nigeria stock exchange from inception is a modified form of the account day system which the account day system are made up of trading period comprising of two weekly periods beginningon Monday and ends on the second Friday. 
The Friday terminating the trade period is known as Account dates to when other brokers are made. 
Transaction carried out during a trading period terminating on one account day {every second Friday}, thus became subject to document settlement due at the end of the following trading period i.e the Nigeria stock exchange is the market for the exchange of financial assets for cashthe exchange of financial assets for cash. 
Generally, a stock market is expected to give a long term lenders and investor the opportunity of converting their holding of securities financial assets into cash, also the most profitable outlets (wallonce1964). 
It also provides avenue for the implementations of government economic stabilization policy especially regarding money supply as well as the management of National debts. 
The capital market is highly specialized and organized financial market and indeed essential agent of economic growth because of its ability to facilitate and mobilize savings and investments. To a great extent, the positive relationship between capital accumulation real economic growth has long affirmed in economic theories (Anyanwu, 1993). 
Success in capital accumulation and mobilization for development varies among nations, but it is largely dependent on domestic savings and inflows of foreign capital. Therefore to arrest the menace of the current economic downturn, effort must be geared towards effective resources mobilization. It is in realization of this that consideration is being given to measure the development of capital market as an institution for the mobilization of finance from the surplus sectors to the deficit sectors. 
The development of the capital market in Nigeria as in other developing Countries has been induced by the government. Through prior to the establishment of stock market in Nigeria, there existed some less formal market arrangements for the operation of capital market. It was not prominent until the visit of Mr. J. B Loynes in 1959, on the invitation of the federal government, to advice on the role of Central Bank could play in the development of local money market and capital market. As a follow-up to this, the government commissioned and they setup the Barback committee to study and make recommendations on the ways and means of establishing a stock market in Nigeria as a formal capital market. Acting on the recommendation of the committee, the Lagos Stock Exchange (as it was called then) was set-up in March 1960, and in September 1961, it was incorporated under section 2 cap 37, through the collaborative effort of Central Bank of Nigeria, the Business Community and Industrial Development bank (Alile&Anao 1990). With the establishment of the Central Bank of Nigeria in 1959 and the coming into existence of the Lagos Stock Exchange in 1961 and subsequently, the Nigeria Stock Exchange by an act in 1976, a sound foundation was laid for the operation of the Nigerian Capital Market for trading in securities of long term nature needed for the financing of the industrial sector and the economy at large. After the incorporation of the Lagos Stock Exchange, it was granted further protection under the law and its activities was placed under some regular oversight by the Government, hence the passing of the Lagos Stock Exchange Act. However, the Lagos Stock Exchange was only operational in Lagos. By the mid 70’s, the need for an efficient financial system for the whole nation was emphasized, and a review by the government of the operations of the Lagos Stock Exchange market was advocated. This review was carried out to take care of the low capital formation, the huge amount of currency in circulation which was held outside the banking system, the unsatisfactory demarcation between the operation of Deposit money banks and the emerging class of the merchant banks, and the extremely shallow depth of the capital. 
In response to the problems mentioned above, the Government accepted the principle of decentralization but opted for a National Stock Exchange which will have branches in different parts of the country. On December 2™ 1977, the memorandum and article of association creating the Lagos Stock Exchange was transformed into the Nigeria Stock Exchange, with branches in Lagos, Kaduna, Port-Harcourt, Yola and now in Federal Capital Territory (FCT) Abuja some otherhave branches in different parts of the country. On December 2™ 1977, the memorandum and article of association creating the Lagos Stock Exchange was transformed into the Nigeria Stock Exchange, with branches in Lagos, Kaduna, Port-Harcourt, Yola and now in Federal Capital Territory (FCT) Abuja some other cities. 
The history of Nigeria capital market could be traced to 1946 when British colonial administration floated a #600, 000 local loan Stock bearing interest at 3% for the financing of developmental projects under the Ten-Years plan local ordinance. The loan stock, which had a maturity of 10-15 years, was over subscribed by more than #1 million, yet local participation of the issued was terribly poor. Certainly, potential fund abound in Nigeria, but the overriding consideration in this project is to examine the impact of the capital market in harnessing and mobilizing these resources (fund) to generate economic growth in the country and consequently economic development 


1.2	STATEMENT OF THE PROBLEM 
There is abundant evidence that most Nigerian businesses lack long-term capital. The business sector has depended mainly on short-term financing such as overdrafts to finance even long-term capital. Based on the maturity matching concept, such financing is risky. All such firms need to raise an appropriate mix of . Short and long term capital (Demirgue-Kunt& Levine 1996) most recent literatures on the Nigeria Capital Market have recognized the tremendous performance that the market has recorded in recent times. However, the vital role of the capital market in economic growth and development has not been empirically investigated, thereby creating a research gap in this area. This study is undertaken to examine the contribution of the central market in the Nigerian economic growth and development. Aside the social and institutional factors inhibiting the process of economic development in Nigeria, the bottle neck created by the death of finance in the economy constitutes a major setback to its development. As a result, it is necessary to evaluate the Nigerian capital Market. 
1.3	RESEARCH QUESTIONS 
This research was guided by the following research questions: 
· How is the operation of Nigeria Capital market ?
· What is the performance of the capital market in relation to economic growth in Nigeria? 
· What is the rate at which new stocks are issued on the Nigeria capital market? 
· How could the capital market, through its crucial role stimulate economic growth in Nigeria? 
1.4	OBJECTIVE OF THE STUDY 
The board objective of this study examined the activities and performance of the Nigeria Capital Market. The specific objectives of the study are as follows: 
1. To examine the operation of the Nigeria capital market. 
2. To evaluate the performance of the capital market in relation to the economic growth in Nigeria.
3. To examine the rate at which new stocks are issued on the Nigeria capital market 
4. To provide recommendations as to how the operations of the market could be improved to boost economic growth and development of Nigeria. 
1.5	RESEARCH HYPOTHESIS 
The hypothesis that would be tested in the course of this research is stated below as: 
Ho1: There is no significant effect on the operation of Nigeria Capital 
Ho2: Performance of the capital market has no significant effect on the  economic growth in Nigeria
Ho3:  The rate at which new stocks are issued has no significant effect in Nigeria capital market.
Ho4: The capital market through its crucial role has no effect in stimulate economic growth in Nigeria. 
1.6 	SCOPE OF THE STUDY 
The scope of this research work will cover the stock market performance and its activities towards economic growth. The Economy is a large component with many diverse and sometimes complex parts; this research work will only looked at a particular part of the economy i.e. (the financial sector). This work will not cover all the facts that make up the financial sector, but shall focus only on the capital market and its activities as they impacts on the Nigerian economic growth. The empirical investigation of the stock market performance economic growth in Nigeria was restricted to the period between 2015 till date.
1.7	 LIMITATION TO THE STUDY 
The limitations of this study include some of unavoidable constraints and problems encountered in the process. They are as follows:
I. Financial factor: Finance is the key success of every research and the said finance was unavailable to the researcher as at the time of carrying out the research and due to that factor the research cannot be generalized on our economy. As a result, he researcher cut down the population to 2 to reduce the number of questionnaire that will be distributed . the research will have been more reliable if he population is not cut down.  
II. Time factor: Time is also key factor that limits this researcher to a particular state as the researcher is a final year student and will also have to attend class/lectures from Monday — Saturday. Because of this time constraint, the researcher only review  few number of related journal and used the research design that will save the time as much as possible.




1.8	SIGNIFICANT OF THE STUDY
The significance of this study lies in its potential to contribute meaningfully to the understanding of the role played by the Nigerian Stock Exchange (NSE) in the economic development of Nigeria. Specifically, this research seeks to:
1. Highlight the Role of Capital Markets in Economic Growth: The study will provide empirical evidence on how the operations and performance of the NSE influence key economic indicators such as GDP growth, industrial development, and investment levels in Nigeria.
2. Guide Policymakers and Regulators: Insights from the study will assist policymakers, regulators (like the Securities and Exchange Commission), and other stakeholders in formulating strategies and policies aimed at strengthening the Nigerian capital market for improved national economic performance.
3. Assist Investors and Financial Analysts: By evaluating the performance of the NSE, the study will help current and potential investors, portfolio managers, and financial analysts make informed decisions about investing in the Nigerian capital market.
4. Contribute to Academic Knowledge: The research will enrich existing literature by providing updated and contextual information on the contribution of stock exchanges in emerging economies, particularly in Nigeria, thus serving as a valuable resource for students, researchers, and academics.
5. Promote Economic Literacy: The study will enhance public understanding of how stock markets work and their relevance in fostering economic development, encouraging broader participation in the capital market.
1.9	DEFINITION OF KEY TERMS 
Some term used in the project is hereby defined forest understanding of this research work . 
BROKERS: An intermediary who buys or sells share on behalf of a client, in many countries broker may also act as principal in share transactions. 
ISSUING HOUSE: A merchant bank, stock broking arrange underwriting 
QUOTATION: A price made in security by market maker which has been officially approved 
 INVESTMENT: It is the act of putting something’s in the form of property in the hope that it will yield more property at future date. It can also be referred to as the process of fore-going consumption now, for more consumption later, investment means taking risk. | 
DELIVERY: This is undertaken after Nigeria Stock Exchange (NSE) has noted that the transaction delivery under the Central securities clearing system (CSCS) has removed the bottle neck of signature verification. 
SETTLEMENT: This is the discharge of settlement obligation through final transfer of securities from seller to the ultimate buyer and transfer of fund from the buyer to the seller.  
LOAN FACILITY: Numerous shareholders have continued to use their stockholder in the CSCS system as collateral for loan facility. 
 SECURITY: These are written document or prints financial documents by which the claims of a holder in specific properties are secured; they could be share, bounds and debentures traded on the stock exchange.
 STOCK AND SHARES: They are instrument representing partial ownership interest in a business enterprise. The enterprise entitle the holder to proportional right over the profit known as dividend.
BOND AND DEBENTURE: they are kinds of securities. They are legal documents representing a promise by the company or by government (in case of bound0 to payback a loan, plus a  certain of interest over a specific period of time.













CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION 
All over the world, the capital market is one of the fastest economic development in Nation, much has been about the role of the Nigeria Stock Exchange in Nigeria economy by many academicians scholar and economic teams which Capital market are to be used to develop economic of the nation stated below are some of the view and comments of some important economic scholar, indigenous and abroad economic system and also some text books. 
Wasley, (2004), the capital marketing is generally an encompassing activities in the Long term debt instrument that larned a certain level of risks and are not ready convertible into cash. This definition recognize the capital market is trading long term credits i.e they give long term credit such as Government bonds, development stock, treasury bills, treasury certificate e.t.c
However to Eric (2003) Capital market is an attractive vehicle that facilitate savings accumulating and at the same time enabling the counterpart real wealth in the hands of those with management ability. This means that capital market is a place where long term credit of funds move from surplus savings unit to deficit spending unit with high entrepreneur skills. 
Oyetayo (2012), The market is the market for dealing with long term loanable fund. The market is the market from which industry obtains its capital for the establishment expansion and modernization and from which the Government borrows on long basis for development purpose. It offers access to a verily financial instrument that enable economic agent to pool price and exchange risk through assets with attractive yield, liquidity and risk characteristics to encourage savings in financial form. 
The capital market also has a secondary market which exist for the mobilization and remediation of long term fund between surplus obtain asset such as equity stated and local government securities, federal government debt conversion, stock and other derivative. Capital market is categorized into two types namely; 
a. Primary Market: This is the market for new issue referred to as initial offers (IPOS), the mode of further securities traded in the primary market includes:  
I. Offer for subscription 
II. Right offer 
III. Offer of sales 
b. Secondary market: This is the market for sales and purchases of existing issues, and other counter market where securities are bought and sold after their issuance in the primary market. 
Ayo (2006), Capital market provides the means for long time lending and borrowing such that it plays a key role in the management of liquidity by business and government. To him (Ayo), the purchase of debt instrument traded by the capital market is a convenient means of employing excess cash flow over cash (deficit) he also asserted that the capital market is a two tier market for long term exchange of funds for financial assets. Olowoniyig (2011), the capital market is a framework of institution that arrange the long term financial assets, such as shares, debentures, stock and mortgage within this are primary market institutions like the primary stock exchange. 
In Nigeria, the apex of capital market is the security and the exchange commission, followed by the Nigeria stock exchange merchant bank investment, the easier way of the conceptual capital market activities is to ethnic in terms of those financial claim that will remain in existence for about five years. 
James (2002), “Said that the capital market is the nefwork facilities mobilizing and dealing in the long term funds”, he further discussed that it is of two segment which are: 
i. The market of new issued securities i.e Primary markets. 
ii.  They deal with existing securities i.e Secondary markets. 
2.2	CONCEPTUAL FRAMEWORK 
2.2.1 	DEFINITION OF CAPITAL MARKET 
Definition of the term “Capital Market” include the entire financial institution providing short, medium and long term loans of both finance and investment. In the narrowest sense, the capital market involves the problems and prospect of equity investment. This involves the issue and market of shares, bonds and debenture using the series of dealers, broker and under writers. 
Capital market is not a single entry. It is rather a network of specialized financial institution that in various ways bring together the supplier and users of Capital. These institution include merchant banks, stock broking firms, issuing house, venture capital companies, development financial companies, unit trust, the central bank, the security and exchange commission and of course, the stock exchange and the clearing house (SACS) Itd, which is the hallmark of the capital   market  
 2.2.2		THE STRUCTURE OF THE NIGERIA CAPITAL MARKET   
The Nigeria Capital market exists to provide facilities for the government and private sector to raise long term capital to execute their development program and also to finance expansion and modernization of industrial project. There are two   markets within the Nigeria capital market for publicity held securities. They are namely  
1. Primary Market 
2. Secondary Market   
TYPES OF SECURITIES LISTED ON THE NIGERIA STOCK EXCHANGE
The first tier securities  
 According to ‘Bayo (2002), these are the matured companies that have   complied with all the resting requirement of the Nigeria Stock Exchange  
 The second tier securities   
There are small companies that are yet to comply with all listing requirement   of the Nigeria stock exchange. This section was established in 1987 to  encourage indigenous entrepreneurs.  
Regulation Bodies
1. The Central bank of Nigeria 
2.  The ministry of finance
3. The Nigeria stock Exchange 
4. The Exchange and securities commission
Which the Nigeria Stock Exchanging over the formal quoted market securities and exchange commission tasks changes of the over all regulation federal ministry of finance provide further regulation in term of guideline, set in monetary and special directives.
 THE STOCK MARKET 
The stock exchange market is an important economic sector where users are best appreciated from the perspective of efficiency in capital allocation and through its function, the stock markets enable government and industry to raise long term capital for the financing of new project expansion and modernization of commercial industrial concerns. An efficient stock mobilizes saving and allocates a greater allocations to these investments with the highest prospective rate of returns after giving due allowance for risk. This locative function is critical in determining the overall growth of the economy. 
If the Capital resources are not provided to those economic, especially industry. Where activity is developed and which are capable of increasing productivity and production, the rate of expansion of the economy often suffers. 
Under a free enterprises system, which we operate in Nigeria, the stock exchange is an important part in the economic stability of a nation. Though its functions, the stock exchange enables industries and government to raise long term capital to finance development projects and for expansion and modernization of commercial industrial concernsRaisingof funds through the stock exchange makes possibly among other construction roads, factories, bridges, office building and provisions of water supply, electricity and acquisition of machine. This offers which the stock exchange is an opportunity which is a major factor facility capital allocation and mobilization of such capital funds among several competing activities. 
The Nigeria stock exchange, is an emerging market which commence is operation in 1961 in request to the need for a stock market in banking system while   major capital balances were invested for the country by then the British colonial administration on the London stock exchange. 
The Nigeria stock exchange involved from the understanding that a viable capital market could rely unto finance industrial growth and government development project. Other consideration by government for supporting the | business community in setting up the  the need to finance growing budgeting deficits and deteriorating balance of payment, both manifesting from the late 1950s. 
2.2.3	FUNCTIONS OF NIGERIA CAPITAL MARKET 
1. Provide an additional channel for engaging and mobilizing domestic savings for productive investment and the financing of consumption loans. 
2. Nigeria Capital market provides deposits with better protection against inflation and currency depreciation. 
3. It faster the growth of the domestic financing services sector and the Various forms of institutional savings such as life insurance and pension funds. 
4. It improves the gearing of the domestic corporate sector and helps reduce dependence on borrowing. 
5. Another function of Nigeria capital market is to improve the efficiency of capital by providing market measure of returns on capital and market mechanism for management changes as political mechanism of public sector corporations. 
6. It is also to facilitate the transfer of enterprises from the public sector othe private sector. 
7. Nigeria capital market is to encourage privatization by increasing the marketability of new issues. 
8.  It provide access to finance for new and smaller companies and encourage Institutional development in facilitating the setting up of Nigeria Domestic , Foreign Funds and venture capital funds. 
The summary of the above functions is that the Nigeria Capital Market helps to stimulate industrial as well as economic growth and development of the Nigeria economy. 
The major instrument used to raise fund at the Nigeria capital market includes: 
1. Equities: Ordinary shares and preference shares
2. Debt: Government bonds (federal, state and local government). The long and medium term corporate debt market remain a critical element in the sustainable development of economics experience in Nigeria in the last decade has show the use of corporate bonds is more precedent method of raising long term finance than bank loans. Since the interest rate has first deregulated in 1987, there has been a rise in debenture stock listed on the Nigeria Stock Exchange, the advantage are that companies can implement their project quickly and at the same time avoid high interest rate in bank loans 
3. Industrial loans/debenture stocks and bonds: most public project, particularly those of infrastructure, tend to be financed by several variants of bonds. A bond is basically an interest bearing promissory role, a long term loan. It is an agreement whereby the borrowing agree to pay interest on an in term of basis at a fixed or variable rate of return and to play in full at a specific future date. Bonds can be secured or unsecured. They are secured if specific assets are pledged as security in case of default on the loan, unsecured bonds hold are treated as general creditors in case of default or bankruptcy. 
There are two principal types of bonds available in the stock market for use by state government namely; 
1. Revenue bonds 
2. General obligation bond 
· REVENUE BOND: This is a bond issued by a municipal or state authority to finance a specific project with the revenue from the project being the exclusive sources of interest and principal payment. 
The debt obligation of such bonds are therefore not borne by the state or local government out of its revenue projects funded through revenue bonds must therefore be viable project such as infrastructure or public utilities. Example are roads on which toll would be paid, a housing estate which would be sold or rented. 
The income generated from such project could service and liquidate the loan, all the states and local government bond in Nigeria have been of this type (revenue bond). 
· GENERAL OBLIGATION BOND: Is secured by the full confidence and credit of the issuing authority. They are based on the revenue of the state or local government. A local or state government, which is unable to generate adequate revenue through statutory means, tax and other avenue may be constraint from issuing general obligation bonds may be suitable for financing important but nonviable projects. 
· THE ROLE OF NIGERIA CAPITAL MARKET IN THE DEVELOPMENT OF NIGERIA ECONOMY 
1. It access to finance small and medium scale enterprises (SMEs) etc. 
2. It improve the fearing of the domestic corporate sector and reduces dependence on borrowings. 
3. It encourages privatization by increasing the marketability of new issue. 
4. It facilitates transfer of enterprises from the public sector to the private sector. 
5. It provided a channel for mobilizing domestic savings for medium and long term productive investment this creates an alternative outlet to short term Institution such as banking. 
6. It faster the growth of the domestic financial services sector including institutional saving e.g Life assurance and pension funds. 
· STOCK BROKERS BANK 
This CSCS has entered into relationship with four deposit money banks; diamond bond, city bank, citizen international bank as C.S.B Inter-nationPlc ad stock brokers bank. 
All stock broking firms are required to open trading account with any of the four (4) designated banks to facilitates settlement of transactions. 
The stock broking firms are required to open, a trading account with any of the four (4) designated banks to facilitates settlement of transactions. 
· THE STOCK BROKING BANKS ARE 
1. Permits trading account to be opened for the purpose of effecting settlement for CSCS transaction only. 
2. They make market withdrawal to pay for sales made on behalf of the Shareholders. 
3. Perform settlement of the deals on the floor of the Nigeria Stock Exchange. 
· THE IMPACT OF CSCS SO FAR  
Since the introduction of CSCS Ltd significant improvement have been recorded in the Nigeria capital market. Chiefly among the lots are:
 INCREASE IN THE VALUE OF TRADE
Between April to December 1997, CSCS cleared and settled 8:30pm shares value are #8.245 in 38,353 deals from the floor of the Nigeria stock exchange. When compared the figure with that of the 2000 the volume, valued and to the short settlement cycles as investment can now speculate more and take advantage of capital appreciation.
· INTERNATIONALIZATION OF OPERATION
CSCS Ltd meets the international stock exchange (FIST) gist edge security companies pouted in the exchange can now issues shares in the form of global deposit receipt (GDR) or American Deposit receipt (ADR) is an example to be pouted in London / New York stock exchange. 
· THE IMPACT OF CAPITAL MARKET IN THE DEVELOPMENT OF THE ECONOMY
Companies raise long term fund in the form of equity and debt from the capital markets finance managers should, therefore, know the way in which securities are traded and price in the capital market. They should also know the procedures followed in issuing securities. Securities will be fairly priced in the capital market, if they are efficient. In this empirical pig mom work explains the meaning of capital market, efficiency and the development in capital market in Nigeria. 
· CAPITAL MARKET EFFICIENCY 
Capital Market facilitate the buying and selling of securities such as bonds, shares and debentures they perform two (2) valuable function; 
Liquidity and pricing securities
· LIQUIDITY 
Liquidity means the convenience and speed of transforming assets into cash or transferring assets from one person to another without any loss of value cash, is the most liquid assets as it can bereadily converted into any other assets or transferred to another person without any decline in value. 
· FAIR PRICE SECURITIES 
How the prices and securities are determined? Are those fair a day then sevenBased trading makes these deals known to all in the capital markets. 
A financial manager borrows and tends (invisible) fund in the capital market Facilitates the allocation of funds between borrowers and saver. 
The allocation will be optimum if the capital markets have efficient pricing mechanism, what does the capital market efficiency me as? Are capital market efficient? 
2.2.4   APPRAISAL OF THE CAPITAL MARKET 
Central securities clearing system limited (CSCS) much have not been said and done about the CSCS Ltd. Asset affects the operations of the Nigeria stock exchange in Nigeria capital market in particular, the clearing settlement and delivery system due to it age. 
Therefore, study work like the become important and timely as it types to find ways of developing the capital market Nigerian Capital market via CSCS Ltd. 
In a seminar delivered at a workshop organized by the 21610 subcommittee on capital market approach 2010 or shamsudeen us man said the Nigeria capital market like the Nigeria capital like the Nigeria nation itself is suffering from an extended puberty, while it was helped in the mobilization and channeling of domestic savings to productive ventures, it has however logged behind other emerging market of comparability. 
In a paper entitled the working of the newly introduced central securities clearing system (CSCS Ltd) Onyewechi O. Asinobi (2000), the managing Director / CEO. Cscs Ltd explained thus its commencement with immobilization of share certificates in a central location enabling stocks to be processed in electronic book entity form. 
THE NIGERIA STOCK EXCHANGE 
As one of the constituencies of the capital market, the exchange is a private non Profit making organization, limited by guarantee. It was incorporated via the inspiration and support of businessmen and the federal government, but owned by about 300 members. The membership includes financial institution, stock brokers and individual Nigerians of high integrity, who have contributed to the development of the stock market and Nigerian economy. 
The Nigeria stock exchange started with the incorporation of the Lagos stock exchange in 1960. Trading commenced on the exchange in 1961 after the enactment of the Lagos stock exchange Act of 1961, the self regulatory organization was subsequently reorganized and renamed “The Nigerian stock exchange 1971”, based on the report and recommendation of Pius okigbo financial system review commission. The stock exchange is thus the institution of capital market, which provides trading floors where all dealing members operates on every business day. The exchange now has nine (9) branches and all the branches function principally as trading floor.
· FUNCTIONS OF NIGERIAN STOCK EXCHANGE 
To provide opportunities for raising new capital 
To promote increasing participation by the public in the public sector of the economy 
To provide appropriate machinery to facilitate further offerings of stocks and shares to the public 
To provide a central meeting place for members to buy and sell existing stocks and shares and for granting quotation to new ones. 
To reduce the risk of liquidity by facilitating the purchasing and sales of securities (Al-faki,2007). 


2.3 THEORETICAL FRAMEWORK 
2.3.1   CAPITAL MARKET THEORY
Capital market theory tries to explain and predict the progression of capital (and sometimes financial) markets over time on the basis of the one or the other mathematical model. Capital market theory is a generic term for the analysis of securities. 
In terms of trade off between the returns sought by investors and the inherent risks involved, the capital market theory is a model that seeks to prices assets, most commonly shares. In general, whenever someone tries to formulate a financial, investment, or retirement plan, he/she (consciously or unconsciously) employs a theory such as arbitrage pricing theory, capital asset pricing model, coherent market hypothesis, efficient market hypothesis, fractal market hypothesis or modern portfolio theory. 
The most talked about model in capital market theory is the Capital asset pricing model. In studying the capital market theory, we deal with issues like the role of the capital markets, the major capital market in the US, the initial public offerings and the role of the venture capital in capital markets. Financial innovation and markets in derivative instruments, the role of securities and the exchange commission, the role of the federal reserve system, role of the US Treasury and the regulatory requirements on the capital market. 
The capital market theory deals with the following issues: 
· Importance of venture capital in the capital market 
· Initial public offerings 
· Role of Capital market
· Major Capital markets worldwide 
· Market and financial innovations inderivative instruments
· Role of federal reserve system 
· Role of securities 
· Capital market regulatory requirements 
·  Role of the government treasury 
2.3.2	PORTFOLIO THEORY 
Portfolio theory is based on a number of assumptions with regard to the way capital markets behave and investors function in conditions of uncertainty. Furthermore, portfolio theory has a significant implications for investment decision-making and selection. 
Assumptions of portfolio theory 
Linley (1992:3,4) Hendriksen and Van Breda (1992:179) and O’Brien and Srivastawa (1995:7,8) summarises the assumptions underlying modern portfolio theory as follows:Investors view the return on an investment as an adequate description of RYA combination of securities or investments held by an investor is known as a portfolio, and portfolio theory is concerned with the selection of efficient combinations of securities or investments (optional portfolios) depending on the investor’s desired level of risk (Linley 1992 ; 3 ; Drury 1992 ; 333). Optimal Portfolios are those that provide the highest return for a given level of risk, or the lowest level of risk for a given rate of return (Weston & Copeland 1992 : 366). 56 
Portfolio theory is concerned with the principle that a portfolio of securities will always be a better investment strategy than holding a single security, and the concept behind portfolio theory is that any rational investor will always opt for the portfolio of securities, which renders the highest possible return for a specified jevel of risk (Vilijoen1989 ; 20; Correia et al 1993 : 113). Markowitz (1952, 1959) pioneered the development of modern portfolio theory, in particular with regards to risk in a portfolio sense. According to Markowitz, rational investor will select portfolios which render the highest possible return for a specified level of risk, or will select portfolios with the minimum level of risk for a,specified rate of return (Dobbins et al 1994 ; 12). 
Diversification, as suggested by Markowitz, improves on naive diversification in the sense that investment in individual securities in a portfolio need not be equally weighted. Before Markowitz, naive diversification stipulated that investment in individual securities in a portfolio should be equally weighted. Markowitz Provided the principle that risk in a portfolio can be reduced if the portfolio weights are not equal, provided that the weights are properly managed. Through his contributions, Markowitz provided a formal theory for portfolio selection (O'Brien &Srivastava 1995). 
2.4	 EMPIRICAL REVIEW 
Onyemachimax  (2016) examined the relationship between the Nigerian stock market and economic growth during the period 1980 2000. Unfortunately, their result do not support the aim that stock market development promotes economic growth. 
Prof clemnwakoby.A (2016) examined the role of stock market in Nigeria's economic growth using Granger Causality test and regression analysis. The study discovered a one-way causality between GDP growth and market capitalization and a two-way causality between GDP growth and market turnover. They also observed a positive and significant relationship between GDP growth turnover ratios. The study advised that government should encourage the development of the capital market since it has a positive relationship with economic growth. 
Ananwude A.C (2017) investigated the role of the Nigerian stock market in the light of economic growth. The author reported a significant positive effect of stock market on economic growth. He suggested that government should create more enabling environment so as to increase the efficiency of the stock market and to attain higher economic growth. 
Anulika A. (2017) appraised the impact of the Nigeria capital market efficiency on the economic growth of the nation using time series data from 1961 to 2004, they found that the capital market in Nigeria has potential of growth inducing but it has not contribute meaningfully to the economic growth of Nigeria because of low market capitalization, liquidity, misappropriation of funds among others. 
Grace O. (2018) investigated the nature of the relationship that exists between stock market development and the level of investment (Domestic private investment and foreign private investment) flows in Nigeria. 
The study discovers that stock market development promotes domestic private investment flows, thus suggesting the enhancement of the economy's production capacity as well as promotion of the growth of national output. However, the result show that stock development has not been able to encourage the flow of foreign private investment in Nigeria. 
Mbonu chikwelu (2021) critically and empirically examined the casual linkage between stock market and economic growth in Nigeria between 1970 and 2004. The indicator of the stock market development used are market capitalization ratio, total value traded ratio, and turnover ratio while the growth rate of gross domestic product is used as proxy for economic growth using the Granger causality (GC) test, the empirical evidence obtained from the estimation process suggests a bi-directional causality between turnover ratio and economic growth, a uni-directional relationship from market capitalization to economic growth and no casual linkage between total value traded. The result of the causality test is sensitive to the choice of variable used as proxy for stock (capital) market. Overall the result of the GC test suggested that capital market drive economic growth. 
2..4	 GAP IN LITERATRE 
While numerous studies have explored the role of capital markets in economic development, existing literature on the performance of the Nigerian Stock Exchange (NSE) remains limited and fragmented. Much of the prior research has primarily focused on the general functions of stock exchanges or examined broader African capital markets without providing in-depth analysis specific to Nigeria. Furthermore, many existing studies are outdated, failing to account for recent developments in the NSE such as technological advancements, regulatory reforms, and strategic rebranding to the Nigerian Exchange Group (NGX).
Additionally, there is a paucity of empirical studies that critically assess the direct and indirect contributions of the Nigerian Stock Exchange to Nigeria’s economic development indicators such as GDP growth, industrial financing, employment generation, and foreign investment inflows. Most of the available literature emphasizes stock market indicators (e.g., All Share Index, market capitalization) without linking these to tangible socio-economic outcomes.
Moreover, the existing body of research often overlooks stakeholder perspectives including those of investors, listed companies, and regulators—which are crucial to evaluating the exchange's effectiveness in fulfilling its developmental role. There is also limited examination of challenges such as market volatility, low investor confidence, and regulatory inefficiencies, all of which affect the performance of the NSE in driving economic progress.
Therefore, this study seeks to bridge these gaps by providing a comprehensive evaluation of the Nigerian Stock Exchange’s performance in fostering economic development, incorporating both quantitative data and qualitative insights to offer a more holistic understanding.






CHAPTER THREE
METHODOLOGY
3.1	INTRODUCTION 
This chapter includes sources of data, method of data analysis, sample size, sampling techniques, method of data collection and model specification.
3.2	 RESEARCH DESIGN 
This research is designed and aimed at critically assessing the Nigeria capital market with a view to identify operational short comings and recommended solutions. 
3.3. 	POPULATION OF THE STUDY 
Initially, the target population of this study covers all the staff of the board of Nigeria stock exchange. Those in the accounting sector were of special interest of this study. 
Board being studied comprises of two major selections, the personnel department and the accounting department. 
Due to relevance sake, the population was cut down to 25 staff being staff of treasury (cash) and treasury (inspectorate/audit) department both being in the accounting sector of the board of internal revenue. Therefore, the population of his study comprises of the 25 staff in the accounting department (that is treasury cash/ cheque and inspectorate audit department). 
3.4. SAMPLE SIZE AND SAMPLING TECHNIQUES 
The population sampled during this research work made up of investors and stock brokers. But because it is not convenient to test the whole population, a fractional part of the population was sampled and the process of testing the subset of the population is called sampling method which was adopted. The sample size was 20
3.5. SOURCE AND METHOD OF DATA COLLECTION 
Secondary dataa were used for the purpose of this study. The primary data was sourced through the use of questionnaires while the secondary data was sourced from text books, journals, annual reports and account of the case study and other relevant literature. 
3.6		INSTRUMENT FOR DATA COLLECTION 
A researcher had given an introductory letter from the school of post graduates studies and research at Kwara State Polytechnic, Ilorin as an endowment to conduct the study from respective area of the research study. All research assistants had been selected and educating them about the significance of the study and all procedures which to be carried out during data collection. The permission from Nigeria stock exchange  authorities provided a letter or document of acceptance to a researcher, there after the respondents was being be informed about the approval and orientation of the study before data collection process.
A researcher also collected a correct documents data or information and checked if all questions answered. Lastly, all information gathered through the journal .
3.7      TECHNIQUES FOR DATA ANALYSIS 
The procedure for analyzing the data was econometric procedure. Here the technique used was the multiple regression analysis to test whether the capital market indices have impacted on the economic growth of Nigeria proxy by Gross Domestic Product (GDP).

CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	INTRODUCTION 
This chapter tend to present and analyzed data with the aim of scaring the role of capital market in the economy growth of Nigeria and it further the results 
4.2   PRESENTATION AND ANALYSIS OF DATA
	Year
	Real GDP
	Total new Issues (N) M
	Market Capitalization (Equities & Debts)
	Value of transaction Govt and Industrial security (NM)
	Total listing on the Nigerians Stock exchange (Equity, loan & Stock)

	2015
	356994.3
	37198.8
	662561.3
	57683.8
	258

	2016
	433203.5
	61284
	764975.8
	59406.7
	265

	2017
	477533
	180079.9
	1359274.2
	120402.6
	277

	2018
	527576
	105418.4
	2112549.6
	225820
	288

	2019
	561931.4
	552782
	2900062.1
	262935.8
	294

	2020
	595821.6
	707400
	5120000
	470253.4
	301

	2021
	634251.5
	1935080
	13294059
	1076020.4
	301

	2022
	672202.6
	1509230
	9562970
	1679143.7
	266

	2023
	716949.7
	1724214
	7030.8
	685716.2
	


4.3    ANALYSIS OF OTHER DATA  
Summary of the regression result. The model was transformed to the natural logarithm Ln GDP = 2.33207 - 0.0638544LMCAP + 0.116748LTLS + 2.7260SLTLS 
S.E = (2.25664) 
(0.0362538) 
(0.0275652) 
(0.460238)
 R2 = 0.835878
 R2 = 0.816941
 P value (f) = 2.41 e-10 
DW = 1.507042 
Note: Statistically significance at 10% level of significance. 
Statistically significance at 5°o level of significance. 
Statistically significance at 1% level of significance. 
4.4 	SUMMARY OF FINDINGS
The regression result as shown above revealed that three variables are statistically significant, two at 1% and one at 10% level of significance. On the bases of apriori expectation the coefficient of two of the variables that is log value of transactions (LnVLS) and log total listed security (LnTLS) are positively signed while the coefficient of log market capitalization (LnMCAP) is negatively signed. 
The LnMCAP is significant at 10% level of significance which conformed to the apriori expectation. This implies that 10°o increase in LNMCAP leads to 6.3°o increase in GDP. Also it is found that LnTLS is also significant at 1% level of significance, this means that 1% increase in LnTLS leads to increase in GDP by 272.605%. The LnVLS is also significant at 1°o level of significance; this means { that 1°o increase in LnVLS leads to 11.67704°o increase in GDP. The constant is not statistically significant at any level of significance. 
The implication is that the economy responds favourably to measures taken to increase total listing of equities and government stocks, market capitalization and value of transaction in Nigeria stock exchange. 
R2 (coefficient of determination) shows that 83.5°o of total variation in the dependent variable (GDP) is explained by LnMCAP, LnVLS, LnTLS and it drops to 81.6°%o after adjusting for degree of freedom. 
DW (Durbin -Watson) = 1.507042 shows that there is element of positive autocorrelation meaning that there is a linear relationship between Gross Domestic Product (GDP) and independent variables. 
The t-value of LnMCAP (-1.7613) which is negatively signed has significant impact on the economic growth. The negative signed of the LaMCAP may not be unconnected with the yet shallow mature of the Nigeria capital market even though the, VLS, and TLS, tends to have improved remarkably since the banking Consolidation in 2005. 
However LVLS and LTLS were positively signed and also statistically significant at 1% level. The finding agrees with Ariyo and Adelegan (2005) and Ewan, etal (2009) who found or asserted that capital market had a positive impact on economic growth and development of Nigeria. But has not contributed meaningfully to economic growth and development due to low market capitalization (MCAP), low volume of transaction, few listed companies illiquidity etc. also the result shows no positive relationship between the capital market and economic growth and development.

















CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 	SUMMARY 
This research work deals with the role of capital market in the development of Nigeria economy. The purpose of this project is to examine critically the impact of capital market in the development of Nigeria economy. 
The findings of the study reveal the following. 
I. The regression result confirms that there exists positive relationship between the capital market and economic growth. The relationship is statistically significant. This, in essence means that the impact of the capital market on economic growth is strong and significant. 
II. Another major outcome of the study is that a unit increase in total listing of equity and government stock (TLS) result in an increase in GDP. The implication of this is that the economy responds favorable to measures taken to increase TLS in Nigeria stock exchange. 
III. The positive result of the total listing of equity and government stock implies that the funds raised by the industries and governments in the capital market are spent on productive sector which enhance economic growth. 
IV. The result of the value of transaction in the capital market means that the simplicity in buying and selling of securities has potentials to influence economic growth positively. 
These findings agree with Ewah, et al (2009) who found that capital market in Nigeria has potentials for growth inducing but has not contributed meaningfully to the economic growth of Nigeria due to low market capitalization etc.
 5.2 	CONCLUSION 
The study reveals that the capital market impact on economic growth via market capitalization, value of transaction and total listing of equity and government stock. As it was observed market capitalization, government stock and value of transaction are important capital market variables that are capable of influencing economic growth. Hence the capital market remains one of the mainstream in every economy that has the power to influence or impact economic growth. 
Therefore, the organized private sector is to invest in it. 
The market capitalization have not impacted significantly on the GDP while volume of transaction and total listed equities and government stock have significant impact on the GDP. The government is therefore advised to put up measures to stem up investor’s confidence and activities in the market, and more foreign investors should be encouraged to participate in the market for improvement in the declining market capitalization so that it could contribute significantly to the Nigerian economic growth. 
5.3. 	RECOMMENDATIONS 
In order for the Nigeria capital market to be pivotal force in Nigeria economic growth and development, the following suggestion or recommendation are put forward. 
First, improvement in the declining market capitalization by encouraging more foreign investors to participate in the market, maintain state of the art technology like automated trading and settlement practice, electronic fund clearance and eliminate physical transfer of shares. 
There is also need to restore confidence to the market by regulatory authorities through ensuring transparency and fair trading transaction and dealing in the stock exchange. It must also address the reported case of abuse and sharp practices by some companies in the market. Since the total listing is significant at 1°o level of significance but still far cry compare to other exchange like South Africa and Egypt. Therefore, these should be increased in the total member listed companies to ensure stable macroeconomic environment in order to encourage foreign multinational companies (MNCs) or their subsidiaries to be listed on the Nigerian stock exchange, relax the listing requirements to the first tier market and ensure tax rationalization in the capital market to encourage quotation and public interest in Shareholdings. 
Lastly to boost the value of transactions in the Nigerian capital market, there isneed for availability of more investment instruments such as derivatives, convertibles, future and swaps options in the market. 
Given the present Political dispensation, all the tiers of government should be encouraged to fund their realistic developmental programme through the capital market. This will serve as a lead way to freeing the resources that may be used in other sphere of the economy. 
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