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CHAPTER ONE

INTRODUCTION

1.1
BACKGROUND OF THE STUDY

With many developing nations like Nigeria faced with the problem of economic development, which is a problem attributed to under development and lack of a properly functioning financial market. The financial market plays a very vital role in the process of economic development with respect to mobilization and provision of funds for productive investment. A financial market is the market which deals with short and long term funds. In short, with the exchange of financial intermediation in an economy, economic development is certain. 

The Nigerian Financial System is made up of the money market and the capital market. In Nigeria, the money market is the market for short term securities not exceeding one year and can readily be converted to cash. The instrument traded here include; Treasury bills, Treasury certificate and Negotiable instruments, commercial papers and banker acceptance certificate of deposits, money to call and banker unit fund. While the market for long-term funds for a period exceeding one year is the capital market, instruments traded in the market include; Government securities, corporate bonds mortgage and debentures e.t.c. intermediations here includes; merchants banks, development or specialized banks, insurance and finance companies, provident and pension funds, federal savings banks and individuals.

Introduction Reforms are focused on enhancing the performance and efficacy of organizations or industries (Soludo 2004). Financial reforms are primarily aimed at reforming the institutions and markets of the financial sector by various policy initiatives (Anyanwu 2010). In other words, financial reforms should enhance the role of stock market intermediation to achieve productivity by improving the average Nigerian's standard of living. Adelegun and Oriavwote (2014) noted that the transition from an inefficient state-dominated economy with significant rigidities to a more dynamic market-oriented economy with more diversified development leading to economic growth remains the government's primary policy thrust. Over the years, the capital market has also undergone a lot of changes and is still in place, especially with regard to the operators' capital requirements, the institutions' operational and ethical standards and the modalities of the market process. The system's changes have had a positive impact on the development of the financial system and the economy in general. In these markets and within the financial system as a whole, what happens on a regular basis has a strong impact on the economy. The financial market is forever reshaped by broad changes as new institutions, new approaches, new challenges and new services are constantly emerging. Reforms also aim to act proactively in order to reinforce the structure, to avoid economic crises, to improve the structures of the market and to set ethical standards (Omankhanlen, 2012). The capital market, consisting of the equity (stock) market and the debt (bond) market, is a market for dealing in longer-term loanable funds. In addition to playing a central role in creating and promoting capital development, the capital market also provides the atmosphere for the stock exchange to carry out its functions. The Nigerian SEC functions as the market's apex regulatory agency, while the Nigerian Exchange Group (NGX) offers the market's issuing facilities and transaction avenues. Stockbrokers who gather on the exchange via intermediaries named do these. Merchant banks, development banks, and institutional saving units such as the National Provident Fund (NPF), Pension Funds, Unit Trusts, Investment Corporations, Security Registrars of Insurance Companies, and Issuing House are the major dealers on the market. The instruments of the capital market include stocks/shares, debentures, bonds, and mortgages. Capital markets are perhaps the markets which are most commonly followed. Both the stock and bond markets are closely tracked and their daily movements are evaluated as indicators for the financial markets' general economic situation. Therefore, the stock market only contributes to economic growth when ample savings and financing are available (Usman, 2011). As a result, capital market institutions are included; stock exchanges, commercial banks and other forms of businesses, including non-bank institutions such as insurance companies and mortgage banks, are closely scrutinized. Capital market institutions have access to capital raising for long-term reasons, such as for the purpose of merger or acquisition, for the purpose of extending the line of business or joining a new business, or for other capital projects. In one or more capital markets, companies that collect funds for these long-term purposes arrive.
1.2
STATEMENT OF PROBLEMS
Effectiveness and efficiency is important for the mobilization of funds and allocations to the productive sector of the economy. This allocative role capital market is vital to the rate of expansion of the economy.

Over the years, development like the United States of America, Europe etc have taken advantages of the capital markets. However, in developing economic like Nigeria, the efficiency vibrancy growth and performance of the market is still inhabited by many problems.

Among these problems are the issue of government restriction such as regulation and controls. In order to make the market more effective and efficient, competitions must be encourage, attract foreign investors and generally make the overall economic environment investor friendly. In recent years, a number of legislative and administrative reforms will be analyzed to show the effects of these reforms on the emerging stock exchange in Nigerian.

1.3
RESEARCH QUESTION
In this research, the questions outlined below are to be answered. They include the following:

i. To what extent has the recent reform in the capital market affected the performance of the Nigerian stock exchange?
ii. Is the Nigerian stock exchange actually affected by these reform? 

1.4
OBJECTIVES OF THE STUDY


The objectives of this research study include the following:

i. To examine the market reforms noted earlier and analyzed its effects on the performance of the Nigerian stock exchange market?

ii. To appraise the effects of the abrogation of laws which have hindered foreign investment in the capital market?

iii. To examine whether the reforms formulated actually worth being formulated on the Nigerian stock exchange performance in terms of efficiency and effectiveness.


1.5
RESEARCH HYPOTHESIS

Hi: that there is a positive relationship between market capitalization and Gross Domestic Product (GDP).

1.
Ho: There is a negative relationship between market capitalization and Gross 
Domestic Product  (GDP).


Hi: There is a positive relationship between market capitalization and Gross 
Domestic Product (GDP).

2.
Ho: That there has been an increament in stock exchange transaction and the 
number of securities.


Hi: There has been a decreased in stock exchange transaction and the number of 
securities.

3.
Ho: That has been an increase in stock exchange transaction and the number of 
securities.


Hi: The recent reforms have positive impact on market capitalization share 
contribution to GDP.

1.6
SCOPE OF THE STUDY

This research study focuses on selected parameters which are the indices for measuring the Nigerian Stock Exchange performance including the new issues. The firms not quoted on the exchange shall be excluded. This will be a limitation since various economic activities take place in the informal sector of the economy.

1.7
LIMITATION OF THE STUDY
The study is limited by the problems association with secondary data information and other inadequacies of statistics published in many developing as well as political consideration.

Another limitation is finance and time. The financial market being a wide one and considering the time required for the project, so also the financial resource available for this project, one would agree that they are limiting factors.

1.8
SIGNIFICANCE OF STUDY

The capital market is the medium through which medium to long term funds are mobilized and provision of such funds for economic growth and development are made available. However, these functions are limited due to under-development of the market. This under-development has made the government open up the market through reforms to market. This markets it attractive to both local and international investors. With the reforms now, this has necessitated this study to analyzed the effect and challenges facing the Nigerian Capital Market in this area of the globalization, privatization and technological explosion.

1.9
DEFINITION OF TERMS
· Capital Market: This is the market where funds are brought and sold for long period exceeding one year.

· Nigerian Stock Exchange (NSE): This is the hub of the market. It is the regulator that ensures that there is law and order in all transaction in the market.

· Securities Clearing System (SCS): This is the institution that facilitates efficient payment delivery and transfer system.

· Nigerian Securities and Exchange Commission (NSEC): This is apex regulator of the entire capital market.

· Primary Market: This is the market where new issues of securities are floated.

· Secondary Market: This is the market for already existing securities.

· Debentures: These are fixed interest bearing securities. They are of two types, debenture with floating charges and the with charges. 

· Debenture holders: are creditors to the company than owners. 

· Right Issues: These are share capital offered to companies existing shareholder in proportion to the number of share held by them and are usually at below market price to make offer attractive.

· Market Capitalization: This is the market value of a company’s issued share capital. It is the product of the current quoted price of share and number of share outstanding. The term is also used as a performance indicator of the capital market.

CHAPTER TWO

LITERATURE REVIEW
2.1
PREAMBLE  
This chapter reviewed the works that have been done by other researchers on this topic and its related topics. 
2.2
CONCEPTUAL FRAMEWORK 
Kalra (2006) defines capital market as “the market which specializes in giving long term loans to the industry” (p. 41#). This definition limits the conceptual scope of capital market. A more appropriate definition incorporates intermediary institutions, capital formation, as well as regulatory authoritities. In this wise, while Alile (1986) describes the capital market as the part of the financial system that is responsible for efficient channeling of funds from surplus to deficit areas of the economy, Alile (2007) further clarifies that the capital market is made up of markets and institutions which facilitate the issuance and secondary trading of long-term financial instruments. Aligning with this Ologunde, Elumilade and Asaolu (2006) conceptualize capital market as a collection of financial institutions set up for the granting of medium and long-term loans. Further, they considered the stock market as neither single nor even a dual market but rather a network of specialized financial institutions which, in various ways, help to bring together suppliers and users of long-term capital fund. However, this study conceptualizes the Nigerian capital market as institutional arrangement encapsulated in efficiently mobilizing and channeling long-term financial resources through a set of comprehensive professional financial services aimed at balancing financial and real aspects of growth of the Nigerian economy. 

On the other hand, economic growth is the increase in a country’s output over a long period of time. Ogho (2007) opines that economic growth is the increase in the value of goods and services produced by the economy, generally referred to as the increase in Gross Domestic Product (GDP). This study conceptualizes economic growth as the increase in output of Nigeria over the review period. It is measured by the GDP in the respective years of the review period. Therefore, the study aligns with the proposition that economic growth has built-in exponential characteristic, which can exacerbate differences across nations. For instance, it has taken the Asian Tigers less than two decades to develop whereas it took the US and Europe before them about half a century. Economic growth that will translate to development must be accompanied by efficient financial resources mobilization, channeling, and utilization on long-term basis. This is the challenge for the Nigerian capital market. 

2.2.1
CLASSIFICATIONS OF FINANCIAL MARKETS 

The financial markets can be classified into two:

Money Market and Capital Markets
The Money Market is the market for short term securities. It provides services that are essential to modern economy by facilitating trade and therefore production. This market offers access to financial institutions that enable economic agents to pool, price and also exchange risk through assets with attractive yields liquidity and risk characteristics.

This is very important to governments, individual and corporate bodies in need of short term fund and also to suppliers of short term fund supply to maintain part of their asset in a relatively liquid form.

The capital market on the other hand, is the market for long term securities. Also provides services that are essential to modern economy by facilitate trade and therefore production. This is very important to governments, individual and corporate bodies in need of long term fund who because of the nature of their liabilities undertake to maintain part of their assets in a relatively liquid form.

The capital market is further classified into the primary market (market for new issue) and secondary market (market for trading in old stock) both markets are regulated by the securities and exchange commission (SEC).

The capital market has already mentioned is the market for long term fund for government, individuals and institutional investor, or corporate bodies. The capital market covers both equity and long term capital.

It also provides a mechanism through which long term loan and investments can be liquidated. The capital market perform some generalized functions likes allocation of scarce resource, creation of a continuous market in quoted securities and also aiding of new financing.

2.2.3
CAPITAL MARKET PROBLEMS

The Nigerian capital market has contributed to growth and development capabilities in the country, but certain lingering problems still constrain its operational operations. Some of these problems are enunciated below:

The cost of raising funds in the market which has made it difficult for some firms to enlist in the market which has had to reluctance of some issues to use the market.

Lack of depth of market, inadequate supply of securities relative to demand which is evident in over subscription of the few issues introduced in the market.

Also low trading volume partly as a result of the reluctance to sell shares and due to other reasons, the securities to buy on the market is often insufficient and this leads to low trading volume and hence, the narrowness of the market.

The inadequate technology is another outstanding problem of the market. The exchange has made some improvement in recent years with the introduction of the CSCS and also linking with recter in a view to modernize the market but this not.

Withstanding, a lot still needs to be done to promote screen based trading insecurities in which investors can deal in securities from any part of the country without physically appearing on the floor of the exchange. Improved application of technology is still needed to depository, clearing and transfer system in the market.

Infrastructural deficiencies as effective application of technology to the transaction in the market require adequacy of infrastructure like reliable electricity supply and functional telecommunication network and inadequacy of these infrastructures have thereby delaying the effort of the market to join the club of the modernized market.

2.2.4
REGULATION OF THE NIGERIAN CAPITAL MARKET

The importance of any capital market in the development of an economy is obvious and indisputable. It is derived from the fact that it enable institutions in the economy in need of medium to long term projects to obtain such funds. 

The successful of the capital market in performing this above functions of the totality of the environment in which it operates.

The reasons for the regulation of the Nigerian Capital Market are as below:

The nature of the Capital Market which is prone to recurrent crises, financial panic and the collapse of the market itself.

Competitive equity

Market failure 

National interest 

External pressure 

Political reason 

A social contract between capital market and other sectors of the economy.

At the apex of the capital market is the securities and exchange commission which is the regulator of the market. Also, the financial services regulatory co-ordinating committee which to co-ordinate and harmonize set standards and supervisory efforts of the apex regulatory bodies.

To ensure the facilitation of the operations of the capital market in Nigerian institution like the Lagos stock exchange 1960 which was changed to the Nigerian stock exchange in 1977, also the capital issues committee 1962, which become capital issues commission 1973, and later till date securities and exchange commission 1978 to enhance economic efficiency and effective resources allocation through services drine competition and improvement in quality and spread of bonking services delivery and other range of products offered by the industry, the financial system has been deregulated.

Such measures to deregulate the economy were:

i.
Introduction of Structural Adjustment Programme (SAP) in 1986 realign Nigerian production and consumption pattern and evolve a market determined Nigeria exchange rate in line with marco economic objective of itself reliance.

ii.
Promulgation of new CBN and Banks and other financial institution Decree 24 and 25 of 1991 respectively to strengthen the regulatory and supervisory capacity of the CBN. Re-introduction of stabilization securities to check excess bank liquidity.

Deregulation of the interest rate regime resulting in the unprecedented rise in lending rate which constituted a great disincentive for long term investment through it encourages significant increase in savings mobilization.

The enactment of CBN Decree 3 1997, BOFID Amendment Decree No.4 1997 and the NDIC Amendment Decree No5 1997 to strengthen the supervision of financial sectors by finance rather which:

Return the CBN under the ministry of finance rather than being under the presidency.

Make the NDIC and SEC autonomous of the CBN and ministry of finance. 

Create the financial services regulatory co-ordinating committee (FSRCC) made up of the chief executive of the Ministry of Finance, CBN, NDIC, and NAICOM and SEC and many more.

The Okigbo panel (1976) on financial sector made a number of unimplemented recommendations which those advocate reforms in the market still consider relevant, such as establishment of more stock exchange. e.g. Abuja stock exchange.

The deregulation economic activities since the mid-1980s which has made the eventual deregulation of the market necessary. Provision of new capital market infrastructure to facilitate among things, the screen based trading system in lieu of the existing call over system.

Manpower training and development and establishment of capital trade Association.

Re-organization and the reconstitution of the securities and exchange commission to enable it effectively carryout its enlarge roles in a reformed capital market under the proposed re-organization of the securities and exchange commission, three new self regulatory bodies, which will be second level regulators are to be established to respectively take charge of the management and regulation of the exchange and capital trade point which includes firms, and individuals who wish to carryout investment business such as unit Trust, pension funds. e.t.c.

From the recommendation to establish other capital trade points like the Abuja stock exchange, the federal government has decided that the Nigeria stock exchange limited to allow for free and unfettered competition.

Thus, a number of legislative and administrative reforms have taken place to make the investment environment more attractive to both local and foreign investors. Among these reforms are:

Legislative changes: These change are the abrogation of two restrictive laws in 1995, namely:

The exchange control Act of 1962 which restricted the free flow of foreign exchange in and out of the country.

The Nigerian enterprises promotion decree of 1989, which prohibited foreigners from holding majority interests in most sectors of the economy.

In replacement of these laws, the government promulgated two new decree, they are:

The Nigerian investment promotion commission Decree No. 16 of 1995.

The foreign exchange monitoring and miscellaneous provision decree No.17 of 1995.

Taxation: In 1996, as part of government measures to encourage private investment, fiscal policy reforms on taxation were introducing including the following:

Reduction in corporate tax 35% to 30%.

Reduction in capital gain tax 20% to 10%.

Elimination of double taxation, as a result of withholding taxes paid become the final tax for domestic investor.

Administrative Reform: Many operational changes were also carried out by the Securities and Exchange Commission (SEC) and the Nigerians stock exchange commission and the Nigerian stock exchange. These are: A separate window for shares transfer and registration introduced in 1996 for foreign investment in the local stock market aimed at reducing the waiting time for receipt of certificate for this class of investors. Stock brokers unlimited access to full allotment of shares in a deal introduced by him to the trade floor which was previously restricted to 60%. To improvement in information/communication system. Securities exchange commission autonomy from the CBN. The introduction of the Central Securities Clearing System (CSCS) in April 1997 e.t.c. Improvement in information/communication system where the Nigerian stock market is listed in reuters. International Information Network as well as the installation of internet system by the NSE. Other measures to internationalize and boost the capital market include the following: Privatization/commercialization of government enterprises especially in 1993. The government also announced in the 1998 budget the commencement the privatization of NITEL, PHCN and the refineries. These are intended to deepen and broaden the capital market and significantly attract inflow of investments. The increase in paid up capital of banks to a minimum level of N500M by 31st December 1998. This will also increase the capacity of bank of functions effectively as well as broaden the capital market.
2.3
THEORETICAL FRAMEWORK

2.3.1
Efficiency Market Hypothesis Theory 
The theoretical background linking capital market and economic growth is based on the Efficient Market Hypothesis (EMH) developed by Fama in 1965. According to the Efficient Market Hypothesis (EMH), financial markets are efficient or prices on traded assets that have already reflected all known information and therefore are unbiased because they represent the collective beliefs of all investors about future prospects. Previous test of the Efficient Market Hypothesis (EMH)have relied on long-range dependence of equity returns. It shows that past information has been found to be useful in improving predictive accuracy. This assertion tends to invalidate the Efficient Market Hypothesis (EMH) in most developing countries. Equity prices would tend to exhibit long memory or long range dependence, because of the narrowness of their market arising from immature regulatory and institutional arrangement. They noted that, where the market is highly and unreasonably speculative, investors will be discouraged from parting with their funds for fear of incurring financial losses. In situations like the one mentioned above, has detrimental effect on economic growth of any country, meaning investors will refuse to invest in financial assets. The implication is that companies cannot raise additional capital for expansion. Thus, it suffices to say that efficiency of the capital market is a necessary condition for growth in Nigeria, (Nyong, 2003). Also based on the neo-classical monetary growth models which postulate that high-positive interest rate have a direct impact on savings and investment. Within this school of thought, money is regarded as a substitute for physical assets and productive investments, (Akingunola, Adekunle and Ojodu, 2012). McKinnon-Shaw (1973), theories on finance and development criticized the dominant neo classical monetary theories and the Keynesian counter arguments. Keynesian economists on the other hand argue that low-interest rate increases investment, income and eventually savings. McKinnon (1973), advances an argument in favour of a complementary relationship between financial and physical assets as opposed to the substitutability theory by the neoclassical in a critique of the Keynesian theory. Capasso (2008), uses an optimal capital structure model according to Demirguc-kunt and Maksimovic (1998) theory to provide a link between components of stock market and long term economic growth. The capital structure model indicates a strong relationship between stock market and economic growth with firms showing greater preference towards issuing quity than debt as capital continues to accumulate. That is, as the economy continues to grow, information costs continue to decrease as well so does the cost of equity relative to debt financing which promote the development of stock market.

Ariyo and Adelegan (2005), contend that, the liberalization of capital market contributes to the growth of the Nigeria capital market, yet its impact at the macro-economy is quite negligible. In another exposition, Gabriel (2002), as enunciated by Nyong (2003), lay emphasis on the Romanian capital market and conclude that the market is inefficient and hence it has not contributed to economic growth in Romanian. While, Ekundayo (2002), argues that a nation requires a lot of local and foreign investments to attain sustainable economic growth and development. The capital market provides a means through which this is made possible. Also, Ewah, et al (2009), capital market provide the opportunities for the purchase and sale of existing securities among investors thereby encouraging the populace to invest in securities fostering economic growth. Specifically, Greenwood and Smith (1997), show that large stock markets can lower the cost of mobilizing savings and thereby facilitate investment in the most productive technologies. Bencivenga, et al.(1996) and Levine (1991), argue that stock market liquidity -- the ability to trade equity easily -- is important for growth. Specifically, although many profitable investments require a long-run commitment of capital, savers do not like to relinquish control of their savings for long periods. Liquid equity markets ease this tension by providing an asset to savers that they can quickly and inexpensively sell. Simultaneously, firms have permanent access to capital raised through equity issues. Moreover, Kyle (1984) and Holmstrom and Tirole (1993), argue that liquid stock markets can increase incentives to get information about firms and improve corporate governance. Obstfeld (1994), shows that international risk sharing through internationally-integrated stock markets improves resource allocation and can accelerate the rate of economic growth. Stock market development may also influence corporate control. Jensen and Murphy (1990), show that efficient stock markets help mitigate the principal-agent problem. Efficient stock markets make it easier to tie manager compensation to stock performance. This helps align the interests of managers and owners. In principle a well-developed stock market should increase savings and efficiently allocate capital to productive investments, which leads to an increase in the rate of economic growth. Stock markets contribute to the mobilization of domestic savings by enhancing the set of financial instruments available to savers to diversify their portfolios. Hence, they provide an important source of investment capital at relatively low cost (Dailami and Aktin, 1990). From a monetary growth perspective, a well-developed stock market provides a means for the exercise of monetary policy through the issue and repurchase of government securities in a liquid market. Also, well-developed and active stock markets alter the pattern of demand for money, and booming stock markets create liquidity and, hence, spur economic growth, (Adenuga 2010). 

Furthermore, Laffont and Tirole (1988) and Scharfstein (1988), argue that takeover threats induce managers to maximize the firm's equity price. Thus, well functioning stock markets that ease corporate takeovers can mitigate the principal-agent problem and promote efficient resource allocation and growth. While, Opinion differs on this issue too. Stiglitz (1985) argues that outsiders will be reluctant to takeover firms because outsiders generally have worse information about firms than existing owners. Thus, the takeover threat will not be a useful mechanism for exerting corporate control; stock market development, therefore, will not importantly improve corporate control (Stiglitz (1985). Moreover, Shleiferand Vishny (1986), and Bhide (1993) argue that greater stock market development encourages more diffuse ownership and this diffusion of ownership impedes effective corporate governance. Finally, Shleifer and Summers (1988) note that by simplifying takeovers, stock market development can stimulate welfare-reducing changes in ownership and management. In terms of raising capital, Greenwood and Smith (1997) show that large, liquid, and efficient stock markets can ease savings mobilization. By agglomerating savings, stock markets enlarge the set of feasible investment projects. Since some worthy projects require large capital injections and some enjoy economies of scale, stock markets that ease resource mobilization can boost economic efficiency and accelerate long run growth. Disagreement exists, however, over the importance of stock markets for raising capital. Mayer (1988), for example, argues that new equity issues account for a very small fraction of corporate investment. Thus, some theories provide a conceptual basis for believing that larger, more liquid, and more efficient stock markets boost economic growth. Other theoretical models, however, have a more pessimistic opinion about the importance of stock markets. According to Soyode and Oyedeji (2005), the stock market connotes ideas of surplus and also the savings that result from society income that have not been spent in procuring goods and services. Al-Faki (2006) stated that the capital market is a network of specialized financial institutions, series of mechanism, processes and infrastructure that in various ways facilitate the bringing together of suppliers and users of medium to long-term fund (capital) for investment in socio-economic developmental projects Osaze (2009), sees the capital market as a driver of any economy to growth and development because it is essential for long-term growth capital formation. It is crucial in the mobilization of savings and channeling of such funds i.e. savings to profitable self-liquidating investment. Therefore, the Nigeria stock market provides the necessary lubricant that keeps turning the wheel of the economy. Okereke (2008) stated that the capital market is made up of market and institutions which facilitates the issuance and secondary trading of long-term financial instruments. Unlike the money market which functions basically to provide short term funds, the capital market provides the industries and governments long term funds to meet their long term capital requirement such as financing of fixed investment like buildings, plants, machinery, bridges, e.t.c. Therefore, the capital market plays a very active role in the stimulation of economic growth and development however, in the absence of well functioning capital market, economic growth and development would be hampered, as the money market is not designed to provide such funds. Hence, the stock market is at that core of the capital market development in any country.

2.3.2 Capital Asset Pricing Model (CAPM) Theory 
The CAPM was introduced by Jack Treynor (1961), William Sharpe (1964), John Lintner (1965) and Jan Mossin (1966) independently, building on the earlier work of Harry Markowitz on diversification and modern portfolio theory. In finance, according to Merton (1973) the capital asset pricing model (CAPM) is used to determine a theoretically appropriate required rate of return of an asset, if that asset is to be added to an already well diversified portfolio, given that asset's non-diversifiable risk. The model takes into account the asset's sensitivity to non-diversifiable risk (also known as systematic risk or market risk), often represented by the quantity beta (β) in the financial industry, as well as the expected return of the market and the expected return of a theoretical risk-free asset.

The assumptions of the capital asset pricing model are that CAPM, aims to maximize economic utilities, re rational and risk-averse, are broadly diversified across a range of investments, are price takers, i.e., they cannot influence prices, can lend and borrow unlimited amounts under the risk free rate of interest, trade without transaction or taxation costs, deal with securities that are all highly divisible into small parcels and assume all information is available at the same time to all investors. Further, the model assumes that standard deviation of past returns is a perfect proxy for the future risk associated with a given security (Glen, 2005). According to Merton (1973), the CAPM is a model for pricing an individual security or a portfolio. For individual securities, we make use of the security market line (SML) and its relation to expected return and systematic risk (beta) to show how the market must price individual securities in relation to their security risk class. The SML enables us to calculate the reward-to-risk ratio for any security in relation to that of the overall market. Therefore, when the expected rate of return for any security is deflated by its beta coefficient, the reward-to-risk ratio for any individual security in the market is equal to the market reward-to risk

ratio. 

2.2.3
Agency Theory
According to the agency theory, a company consists of a nexus of contracts between the owner of economic resources {the principles} and manager {the agents} who are charged with using and controlling those resources {Jensen and Meckling, 1976}. Agency theory posits that agents have more information then principle and those principles ability to monitor whether or not their interests are being properly served by agents. Furthermore, an assumption of agency theory is that, principal and agents act rationally and use contracting to maximize their own wealth. A consequence of this assumption may be the “moral hazard” problem {Jensen and Meckling 1976} where to maximize their own wealth agents may face the dilemma of acting the interests of their principles do not have access to all available information at the time a decision is being made by an agent, they are unable to determine whether {called adverse selection} and the moral hazard problem, principle and agents engage in contracting to achieve Pareto-Optimality internal auditing is considered a bonding cost borne by agents to satisfy the principals for accountability {Shere & 1983}.

2.2.4
Communication Theory 
In accordance with the needs of institute of internal Auditing as the professional body that takes care of internal auditing several studies such as by Davidson {1991}, Quinn and Hargie {2004} and Golen {2008} confirms the importance of and the need for effective communication skills  in an organization functions studies done by Lewis and Graham {1988} and Smith {2005} suggest some ways to improve these communication skills.

Previous studies by Hahn {2008} and Golen {2008} discusses communication barriers and how they can be overcome. At the sometimes, several previous studies have dedicated their work to communication in organization. These studies evidence that effective. Communication and interpersonal relationship between managers and staff have a strong contribution to improve profitability and productivity and it leads to higher quality of services and products and reduction in costs {Clampitt and Downs 1993} according to both institute of internal auditing standard and previous studies, the study of effective communication in internal auditing is necessary and hence this study should consider the communication theory for its achievement.

Davison {1991} confirm that all auditors can benefit from knowledge of current communication concepts and even those who believe they are  good communicators needs to work consciously on accessing, improving and applying their skills, Davidson Communication theory is based on three basic truths about communication these are:

1. It is impossible not to communicate

2. Communication is a multi level phenomenon.

3. Message sent does not always equal message received.

Lewis and Graham {1998} mentioned that communication as a word comes from the Latin word “communicare” which means to take common. Thus to communicate is the process of creating a common meaning with someone or some group. In other words, one person can take at least two people to communicate. GUO {2009}, defines communication as transfer of meaning or mutual understanding among at least two individuals to share information about a subject or issue and arrive at an agreed upon meaning. This confirms the first two points in Davidson communication theory.

Inability to communicate effectively could be related to inappropriate information or communication complexity. Hahn {2008} confirms that much information is bad as little information because it reduces the receiver’s ability to concentrate effectively on the most significant message. In such as an environment, internal auditing users may have new concerns about their trust for internal auditor’s performance. Thus effective communication becomes necessary as a solution to this problem. To overcome such communication problem. Hahn {2008} recommends parties of the communication process to focus and offer only the necessary information by easy ways provide meaning to the information rather than just pass on the message and keep the information clear and simple to understand and finally ask for feedback.

The existence of effective communication between internal auditors themselves, internal auditors and auditees, internal auditors and organization members without any doubt is needed to strengthen the internal auditing effectiveness as been pointed out earlier agency theory can explain and cover the importance of having an effective communication becomes necessary as a solution to this problem, communication is one of the main factors which could contribute to the weakness of this relationship such as accusatory style from internal auditors or just looking for the auditees weakness, such environment leads to lack trust among internal auditor and auditees and create of the main communication barriers which is a lack of trust among sender{s} and receiver{s} in communication process {Hahn, 2008} this to prevent such threats, it is necessary to improve auditees collaboration with internal auditors.

2.2.5
Institutional Theory 

Institutional theory explain how organization structure and practices are shaped through changes included by normative pressure including both internal and external sources such as laws and regulations, or by the profession {Zuker 1987, Mihret et al 2010},similarly Arena and Azzone {2007} identifies the following external forces that impact both individuals and organization.

1. Laws and regulations {Coercive isomorphism}.

2. Choices of other organization {mimetic isomorphism}.

3. Consultation or professional bodies {normative isomorphism}.

Several previous studies internal auditing have adopted an institutional theory {Al- Twaijry et al 2003 Arena and Azzone 2006, Arena and Azzone 2007, Mihret et al 2010}, Al-Tawaijry et al 2003 adopted isomorphic perspective to investigate internal auditing in Saudi Arabia and the institutional theory is employed to explain their findings regarding the establishment of internal auditing and the role of the government in promoting their development.

Similarly, Arena and Azzone  2006 focuses on the coercive isomorphism to investigate the development of internal auditing in six Italian companies as a multiple case study. Their findings confirmed that the adoption and development of internal auditing were impacted by the coercive mimetic and normative pressures.

More recently, a study by Arena and Azzone {2007}, based on survey involving 364 Italian companies found that the isomorphic pressure have a significant impact on the companies of support of internal auditing. The researcher suggests a need for future research to address the internal auditing effectiveness by using institutional theory. Mihret et al {2010} argues that there is a positive relationship between compliance with ISPPIA and organizational goals achievement this relationship could evaluate internal auditing effectiveness. Based on the above discussion, it can be clearly stated that the institutional theory is a valid theory for internal auditing effectiveness in both developed and developing countries and it is a useful theory, which can explain the relationship between some variable of the study and it is relevant to be embedded in the development of this research conceptual framework.

2.2.5
Linking Theory
Research in internal auditing has traditionally been conducted under the framework of agency theory {pikher et al 2011}. However, mihret et all {2010} argues that the new classical economic theories including agency theory were the main reason for limited research in internal auditing. They criticized the assumption that organization phenomena are only driven by maximizing the self interest of individual and they confirmed that the behavior of individual cannot abstract from the social setting. Thus, they suggested institutional theory the use of more than theory in combination enables considering social and behavioral aspects and the economic dimensions. Several previous studies have adopted both agency and institutional theories {Yamak and Surer 2005}. Christopher et al 2009, Yaqi et al 2012.

In this study, while agency theory is mainly employed to understand economic activities  or motives that make internal auditor seek in achieving their personal interest or organizational interests. Institutional theory informs about the level of compliance with ISPPIA and its impact on the companies support of internal auditing.

Moreover, communication theory is used to explain the importance of effective communication between internal auditors and auditees.

2.3
EMPIRICAL REVIEW

The World Bank (2001) in its publication, “Finance for Growth”, concludes that “getting the financial systems of developing countries to function more effectively in providing the full range of financial services … is a task that will be well rewarded with economic growth” (p. 2). A study by Applegarth (2004) on levels of capital market development and economic growth in Asia and Sub-Saharan Africa shows that capital markets in Asia which continued to add several hundred companies to their exchanges annually experience sizeable increase in the momentum of private sector development, while the reverse was the situation in Sub-Saharan Africa that added fewer than 10 to their exchanges, except South Africa. Thus, using private sector development, liquidity, local savings, bank competition, remittances, corporate governance, and enhanced economic policy as capital market development indicators, he showed that capital market development drives economic growth. 

Specifically, empirical evidence strongly suggests that greater stock market liquidity boosts, or at least precedes, economic growth. In a cross-country study, Levine (1995), using total value of shares traded on a country’s stock exchange as a share of GDP, the value of traded shares as a percentage of total market capitalization and ratio of value-traded-ratio to stock price volatility as market liquidity indicators, found that stock market development explains future economic growth. He demonstrated empirically that it is not the size or volatility of the stock market that matters for growth but the ease with which shares can be traded and, thus, established that stock market liquidity is positively related to economic growth. On this basis, he concluded that countries with liquid capital markets experience faster rates of capital accumulation and greater productivity gains and economic growth. 

In earlier study, Levine (1991), exploring Douglas Diamond and Philip Dybvig’s (1983) seminal model of liquidity, argues that savers experiencing liquidity risk (pre-investment maturity liquidity need) can sell their equity claims to others via the stock market. Thus, with liquid stock markets, equity holders can readily sell their shares, while firms have permanent access to the capital invested by the initial shareholders. He submitted that if illiquid projects enjoy sufficiently large externalities, then greater stock market liquidity induces faster steady-growth. 

Using stock market capitalization rate, government development stock rate, and interest rate in the market as capital market development indicators, Ologunde et al. (2006) analyzed the relationship between stock market capitalization rate and interest rate in Nigeria via simple regression analysis technique on time series data on the indicators. Their results showed that while interest rate exerts positive influence on stock market capitalization rate, government development stock rate exerts negative influence on stock market capitalization rate, and interest rate exerts a negative influence on government development stock rate. Hence, they submit that rising interest rate in the market increases market capitalization rate but suppresses government development stock rate and size of the market, and retards economic growth and development. However, their models exhibited weak explanatory powers and the influence of the variables they employed in measuring the relationship are statistically insignificant. Adeyemi (2009), using gross capital formation and number of quoted companies as measures of capital market development, found that capital market development has positive significant impact on economic growth. 

Basically, a more reliable measure of the relationship would need inclusion of appropriate stock market development indicators since, according to Alile and Anao (1986), the extent to which the Nigerian Stock Exchange fulfills its expected roles depends on the peculiar circumstances of the Exchange, its specific objectives and constituted organizations. To bridge this gap, this paper includes such other capital market indicators as gross domestic product, value of shares traded, market capitalization, gross capital formation, and foreign private investment in the functional relationship. 

Udegbunam (2002), in an attempt to estimate the impact of openness to trade and stock market development on industrial growth in Nigeria for the period 1970-1997, related industrial output growth to openness to world trade, stock market development and a set of control variables in a simple model he adapted from the stock market and economic growth model formulated independently by Levine and Zervos (1996), and Demirguc-Kunt and Levine (1995 ). Udegbunam’s empirical evidence strongly suggests that openness to world trade and stock market development are among the key determinants of industrial output growth in Nigeria. By implication, this translates to economic growth via sustained increases in GDP. However, he identifies other important factors as human capital input, non-military expenditure, GDP, which reflects the size of physical capital and inflation. The variables included in his model were industrial output, stock market capitalization-GDP ratio, Non-military expenditure-GDP ratio, school enrolment, inflation rate, maximum lending rate, openness to international trade, and GDP. To measure the impact of openness and stock market development on industrial output, he regressed industrial output growth on the rest of the indicators. The result provided a strong support for openness and financial development hypothesis which posits that industrial growth is strongly motivated by trade liberalization. The result also shows evidence of a strong positive relationship between stock market development and industrial production. This result is consistent with recent empirical findings by King and Levine (1992, 1993), Levine and Zervos (1996), and Fernandez and Galetovic (1994). 

CHAPTER THREE

METHODOLOGY

3.0
INTRODUCTION 
This chapter is designed to give information on the processes, which the researcher took in finding the views of people about the use of capital market for effective performance on the Nigerian stock, Nigerian stock exchange.

The methods used to elite information in this regards entailed the following procedures; restatement of research, source of data and methodology, procedure for data analysis, model specification, method of data analysis, limitation of the study.

3.1
RESEARCH DESIGN 

The study adopts a time -series research design with reliance on secondary data from the Nigeria Stock Exchange statistical bulletin and the NSE annual reports. The study will cover the period 1985 -2012.  The methodological approach builds extensively on the works Demirgue-kunt and Levine (1996). Their investigation was on the linkage between stock market and economic growth. Their model specified that socio-economic development is significantly influenced by the capital market indices. But this study has employed the more reliable multivariate co-integration and error correction model which incorporates a thorough examination of the characteristics of time series economic data. This is imperative so as not to fall into an empirical “spurious regressions” where there is an excellent fit between unrelated variables as a result of non –stationary nature of the variables especially when levels of the variables themselves are used in the regression.
3.2
POPULATION OF THE STUDY 

Population as the group of subject or unit about which the study will take some conclusion but in most case, it may be practically impossible to cover the whole population. If it is very large, thus a sample size is used. Thus to the technically of the research topic. Experience and educational qualification appears to be of great importance in the determination of the population. So population in this study is restricted to management.

3.3
SAMPLE SIZE AND SAMPLING TECHNIQUES 
Sample size is the total number of population element partially involved in sampling at any point in time. Sample size is based on the number of questionnaire.

3.4
INSTRUMENT FOR DATA COLLECTION

In gathering data for this study, questionnaire will be used in collecting data from the respondents.The target persons were the professional accountant, the economist and the public in general. Furthermore, the introduction to methodology explains in full the method of data analysis.

The data shall be analyzed to give the Nigerian stock exchange attainment on market capitalization, market depth security price movement and other performance indicators shall be used.
3.5
METHOD OF DATA ANALYSIS

The method of the data analysis to be used in the study will be correlation(  ), co-efficient of determination of bar-charts and percentage analyses.

The co-efficient of determination (r2) issued to measure how much of the variation in the dependent variable is true to its relationship with the independent variable. The formula is given as follows:

Where n= number of pairs of points (x and y).

The t statistics is used when we have small sample of less than 30 it is estimated by dividing the estimate b by its standard error. The value is compared to the tabular value of which define critical region in a two lasted test with n-k degree of freedom. If it falls in the region we regain the null hypothesis (Ho) and accept H2, (Alternative hypothesis) i.e. TO >T. If t falls in the acceptance region, that is to say if t-0.025<t<to.025 (when n-k degree of freedom) we accept the null hypothesis that is, we conclude that our estimate b is not statistically significant.

CHAPTER FOUR 

ANALYSIS AND DISCUSSION
4.1 INTRODUCTION 
This chapter would be used to present and analyze the various tools employed by the researcher to help it gather information regarding the subject matter. The tools as mentioned earlier are:

(i) Questionnaire

(ii) Interview

(iii) Direct observation.

1. Questionnaire: The data gathered through the questionnaire will be used to test the research question.

2. Interview: The data gathered through this invaluable tool is further used to authenticate the premise of the research questions.

3. Direct Observation: This is further employed to produce data which depicts clearly the true and unbiased state of the Nigeria stock exchange.

To further authenticate the findings drawn from the aforementioned tools, a comparative analysis of the Nigeria stock exchange and other emerging stock markets in the world may be carried out when necessary.

Questionnaire and Collection

In the analysis of questionnaire, the sample size is 60. This is restricted to random sampling technique. Questionnaires were distributed among different groups. A copy of the questionnaire is attached as appendix. Each questionnaire contains 20 questions. Out of the 85 questionnaires administered, 25 persons defaulted and could not submit theirs. The researcher then worked with 60.

Question 1 and 7 in the questionnaire are based on sex and education. As such, the main analysis of this study will start from question 8.

4.2
RESPONDENTS CHARACTERISITC AND CLASSIFICATION 
Presentation and analysis of responses from questionnaire

The response from the respondents was quite encouraging as most of them really bare their mind and made some invaluable comment on the economy in general. I therefore wish to present the responses in tabular from for the purpose of clarity and comparison.

Table 4.1: Distribution of the respondents by gender

	Options
	No of respondents
	Percentage (%)

	Female
	20
	33.3

	Male
	40
	66.7

	Total
	60
	100%


Source:  Field Survey, 2025
Out of the forty respondents, 40 are Males while 20 are Females representing 66.7% and 33.3% respectively. 

Table 4.2.2: Distribution on the age of the respondents

	Age
	Frequency
	Percentage %

	21-30 years
	25
	42

	31-40 years
	25
	42

	41 years and above
	10
	16

	Total e
	60
	100


Source: Field Survey, 2025
The above illustration shows the age of the respondents from age 21-30 years, we have 25 respondents and from age 31-40 years we have 25 and age 41 and above have 10 respondents.

Table 4.2.3: Distribution of marital Status of the respondents

	Options
	No of respondents
	Percentage (%)

	Married
	46
	76.6

	Single
	14
	23.4

	Total
	60
	100%


Source: Field Survey, 2025
The above table shows that 46 respondents are married, while 14 are single. 

Table 4.2.4: The Distribution of length of service of the respondents

	Options
	No of respondents
	Percentage (%)

	11-20
	40
	67

	21-30
	10
	16.5

	31 and above
	10
	16.5

	Total
	60
	100%


Source: Field Survey, 2025
The illustration shows that 540 respondents representing 67% have worked for between 11-20 years, 10 respondents representing 16.5% have worked between 21-30 years, while 10 (16.5%) of the respondents have worked for 31 years and above

Table 4.2.5: The Distribution of present position of the respondents

	Options
	No of respondents
	Percentage (%)

	Top Management
	20
	33.3

	Middle Management
	15
	25

	Junior Management
	25
	41.6

	Total
	60
	100%


Source: Field Survey, 2025
The illustration shows that 20 respondents representing 33.3% are Top Management staff, 15 respondents representing 24% are Middle Management, while 25 respondents representing 41.6% are junior Management.

4.3
PRESENTATION AND ANALYSIS OF DATA ACCORDING TO

 RESEARCH QUESTIONS 

SECTION B

Question 1: Are you aware of the existence of the Nigerian Stock Exchange?

	Options
	No of Respondents
	Percentage (%)

	Agree
	20
	33.3

	Strongly Agree
	40
	66.7

	Disagree
	-
	-

	Strongly disagree
	-
	-

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 20 respondents representing 33.3% are agreed that they are aware of the existence of the Nigerian Stock Exchange, 40 respondents representing 66.7% strongly agreed while none of the respondents disagreed.

Question 2: Has the Nigeria Stock Exchange contributed significantly to the development of the economy?

	Options
	No of Respondents
	Percentage (%)

	Agree
	30
	50

	Strongly Agree
	30
	50

	Disagree
	-
	-

	Strongly disagree
	-
	-

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 30 respondents representing 50% are agreed that Nigerian stock exchange has contributed significantly to the development of the economy, 30 respondents representing 50% strongly agreed while none of the respondents disagreed that stock exchange contributed significantly to the development of the econmy.

Question 3: Are you aware of the introduction of the computerized system of clearing settlement and delivery of trade transaction (CSCS)?

	Options
	No of Respondents
	Percentage (%)

	Agree
	10
	16.5

	Strongly Agree
	20
	33.3

	Disagree
	5
	8.3

	Strongly disagree
	25
	41.7

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 10 respondents representing 33.3% are agreed that they are aware of introduction of the computerized system of clearing settlement and delivery of trade transaction (CSCS), 20 respondents representing 33.3% strongly agreed, 5 respondent representing 8.3% disagreed while  the larger pollution of 25 respondents representing 41.7% were not aware of the introduction of the (CCS)

Question 4: Are you aware of the introduction of the Automated Training System (ATS) under which stockbrokers can trade from their offices and home?

	Options
	No of Respondents
	Percentage (%)

	Agree
	30
	50

	Strongly Agree
	25
	41.7

	Disagree
	5
	8.3

	Strongly disagree
	-
	-

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 30 respondents representing 50% are agreed that they are aware of the introduction of the Automated Training System (ATS) under which stockbrokers can trade from their offices and home, 25 respondents representing 41.7% strongly agreed, few of the respondents representing 8.3% of the respondents disagree while none of the respondents strongly disagreed.

Question 5: Do you feel that the creation of the capital market has necessarily impacted positively on the socio-economic development of Nigeria?

	Options
	No of Respondents
	Percentage (%)

	Agree
	10
	16.5

	Strongly Agree
	40
	66.7

	Disagree
	8
	13.3

	Strongly disagree
	2
	3.3

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 10 respondents representing 16.5% are agreed that the creation of the capital market has impact positively on the socio-economic development of Nigeria, 40 respondents representing 66.7% strongly agreed, 8 respondents representing 13.3 disagreed while just of the respondents 3.3% of the respondents strongly disagreed.

Question 6: Information technology (internet services stock has satisfactory impact on the operations of the Nigeria Stock Exchange

	Options
	No of Respondents
	Percentage (%)

	Agree
	-
	-

	Strongly Agree
	60
	100

	Disagree
	-
	-

	Strongly disagree
	-
	-

	Total
	60
	100


Source: Field Survey, 2025
The illustration shows that 60 respondents representing the 100% of respondents agreed that information technology (internet services stock has satisfactory impact on the operations of the Nigeria Stock Exchange)  

4.4
TESTING OF HYPOTHESIS 

Hypothesis I: that there is a positive relationship between market capitalization and Gross Domestic Product.

Null Hypothesis (Ho): There is a positive relationship between market capitalization and Gross Domestic Product.

Alternative Hypothesis (H2): There is a negative relationship between market capitalization and gross domestic product.

Co-efficient of determination r2 shall be used for this by using market capitalization value as values of “x” and GDP figures as values of “y”.
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A = 387.58

With the calculated values of “a” and “b”, the regression equation shall now be:

Y= 38758+8.45

The computation of regression y and x i.e. GDP on market capitalization is show above in the equation.

TEST FOR SIGNIFICANCE (STRENGTH)

With our sample drawn from a population with a zero correlation co-efficient.

Thus:

If Ho is true, then r is expected to be distributed about zero with a standard error,

Sr 
1 – r2

n – 2
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= 28.46

The critical value of it at 0.05 level of significance 9 degree of freedom is 2.262. Thus, Decision; with Te-Ti the null hypothesis is rejected and alternative hypothesis (H1) is accepted. That is, there is a positive relationship between market capitalization and Domestic Product (GDP). 

4.5
SUMMARY OF FINDINGS 

The economic growth of capital market reform performance of Nigeria Stock exchange is one that that attracted attention across researchers. The intriguing observation across a number of these studies is the heterogeneity in empirical findings over what may be termed a considerably uniform theoretical framework at least with regards to causality. The finding of this study suggest that of the four capital market variables examined, two (New issues and Value of transaction) were found to exhibit a positive and statistically significant relationship with economic growth measured by GDP. On the contrary, Market capitalization (MKTCAP) and Total listing (TOLIST) exhibited inverse relationship with economic growth. Though, studies that have provided evidence in this regards did not clearly disaggregate the capital market indices, this study adopts that approach and show differences in the relationship between the disaggregated capital market indicators and economic growth. This could stimulate dialogue on the reason for such outcomes and the implication for policy simulation.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1
SUMMARY OF FINDINGS 
The Nigeria capital market is a post-independence development and has contributed tremendously to the industrial finances through mobilization activities. Although, these activities have been influenced by various enacted reforms from unstable political environment where it operates. These reforms raging from indigenization decree of 1992, establishment of the Second Tier Securities Market, SAP (1986), pension reform (2004) adoption of CSCS to the bank consolidation programme of 2005, were put in place by the government to gear the activities of the market towards achieving her goal. This study reveals that there is a linkage between capital market reform and economic growth vis-à-vis market capitalization, total value of transaction, number of deals, all share index and inflation. As it can be observed that market capitalization.

Value of transaction, total new issue, number of deals are influenced by external polices from the government in attempt to achieve economics goals such as resources redistribution, increase in per capital income and reduction in unemployment, among others.

In order for Nigeria capital to be a pivotal force in Nigeria socio-economic growth and development, the following suggestions are put forward; first, improvement in the dealing market capitalization by encouraging more foreign investor to participate in the market, maintain and improve it state of technology like automated trading and settlement practices, electronic fund clearance and eliminate authorities’ activities that portray transparency, fair trading transaction and dealing in the stock exchange. it must also address the reported cases of abuses and sharp practices by some companies in the market. This necessary to prevent the increase in number of deals and decreases in the market capitalization after the boom recorded in the previous year. Moreover, the total listing in the NSE is till a far cry compared to other stock exchange like South Africa and Egypt. Therefore to be increase the number of listed companies which will also lead to increase in total new issues and market.

Capitalization, there is need to ensure stable macro economic environment, encourage foreign multinational companies (MNCS) or their subsidiaries to be listed on the Nigeria stock exchange relax the listing requirement to the first her market to encourage quotation and also ensure tax rationalization in the capital market to encourage public interest in shareholdings for new issues, increase the minimum equity capital requirement for companies other than banks, insurance companies and other financial institution, encourage merger, acquisition and enlighten programme to increase awareness of the benefit to investing in the stock market and seeking quotation at the stock exchange.

Lastly, to boost the value of transactions in the Nigerian capital market, there is need for availability of more investment instrument such as decorative, convertibles, soap and option in the market.

5.1
CONCLUSION 

The study revealed that the capital market impact on economic growth via market capitalization, value of transaction and total listing of equity and government stock. 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 remain one of the main stream in every economy that has the power to influence or impact economic growth therefore the organized sector is to invest in it. The market capitalization have not impact significantly on the GDP. While volume of transaction and total listed equities and government stock have significant 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 reclining market capitalization so that it could contribute significantly to the Nigeria economic growth.

5.2
RECOMMENDATIONS 

Policy Recommendations 

In order for the Nigeria capital market to be pivotal force in Nigeria economic growth and development, the following suggestions or recommendations are put forward.

1.
improvement in the declining market capitalization by encouraging more foreign investor and participate in the market, maintain state of the art technology like automated trading and settlement practice, electronic find clearance and eliminate physical transfer of shares.

2.
There ii need to foreshore confidence to the market by regulatory authorities through ensuring transparency and fair trading transaction and dealing in the stock exchange. 
3.
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% level of significance but still for cry compare to the other exchange like South Africa and Egypt. Therefore,

4.
These should be increase in the total member located companies to ensure stable macro-economic 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 market and ensure tax rationalization in the capital market to encourage quotation and public interest in shareholdings.

5.
Given the present political dispensation, all the tiers of government should be encourage to find their realistic development program through the capital market. This will served as a leeway of freeing the resource that may be used in other sphere of the economy.

6.
To boost the value of transaction in the Nigerian capital market, there is need for availability for more investment instrument such as derivatives, convertibles, future and swaps options in the market.
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APPENDIX






Department of Accountancy,






Institute of finance and management studies,






Kwara state polytechnic Ilorin.

Dear Respondent,

A PLEA FOR QUESTIONNAIRE RESPONSE

I am a final year student of the above mentioned institution, in partial fulfillment of the requirement for the award of National Diploma (ND) in Accountancy Department, I am conducting a research work title “EFFET OF CAPITAL MARKET REFORMS ON THE PERFORMANCE OF NIGERIAN SOCK EXCHANGE”
I hereby request your assistance in completing the attached questionnaire with utmost honesty, I guarantee you that information provided will be handled with confidentiality and will be strictly to advance the cause.








    Yours faithfully,






ADEMUYIWA DAMILOLA SAMUEL 
QUESTIONNAIRE

SECTION A

Instruction: In each of the questions below, please tick (() in the box beside the option you consider most appropriate against each question.

1. Sex: 
(a) Male [   ]
(b) Female [   ]

2. Age: 
(a) 21-30 years[   ] 
(b) 31-40 years[   ] 
(c) 41 years and above [   ]

3. Marital Status: 
(a) Married[   ] 
(b) Single[   ]

4. Length of Service: (a) 11-20years [   ](b) 21-30years[   ]
(c) 31years  and above [  ]

5. Position: (a)Top Management[   ] (b)Middle[   ] (c)Management Junior Management[    ]

SECTION B

	S/N
	QUESTIONS
	AGREE
	STRONGLY AGREE
	DISAGREE
	STRONGLY DISAGREE

	1
	Are you aware of the existence of the Nigerian Stock Exchange?
	
	
	
	

	2
	Are you aware of the aims and functions of the Nigerian Stock Exchange?
	
	
	
	

	3
	Has the Nigeria Stock Exchange contributed significantly to the development of the economy?
	
	
	
	

	4
	Are you satisfied with the level of development in this market?
	
	
	
	

	5
	Are you satisfied with the pricing policy existing at the exchange?
	
	
	
	

	6
	Are you aware of the introduction of the computerized system of clearing settlement and delivery of trade transaction (CSCS)?
	
	
	
	

	7
	The movement of share price like since the introduction of central security clearing system has been stable
	
	
	
	

	8
	Are you aware of the introduction of the Automated Training System (ATS) under which stockbrokers can trade from their offices and home?
	
	
	
	

	9
	Nigerian Stock Exchange imbroglio has positive impact on the capital market
	
	
	
	

	10
	Information technology (internet services stock has satisfactory impact on the operations of the Nigeria Stock Exchange
	
	
	
	

	11
	Do you feel that the creation of the capital market has necessarily impacted positively on the socio-economic development of Nigeria?
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