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Abstract

This study investigates the relationship between capital market performance and economic growth in Nigeria over the period 1980–2024, using annual time-series data and the Autoregressive Distributed Lag (ARDL) estimation technique. Capital market performance is proxied by market capitalization (MCAP), all-share index (ASI), and value of listed transactions (VLT), while real gross domestic product (RGDP) represents economic growth. Descriptive analysis reveals sustained growth in capital market indicators, albeit with pronounced volatility during major economic shocks such as the 2008 global financial crisis, the 2016 economic recession, and the COVID-19 pandemic. The ARDL short-run results indicate that market capitalization and value of listed transactions exert positive and statistically significant effects on economic growth, while the all-share index shows a positive but insignificant impact. The error correction term is negative and significant, confirming a stable adjustment toward long-run equilibrium. Long-run estimates further reveal that market capitalization and value of listed transactions significantly enhance economic growth, underscoring the importance of market size and liquidity in supporting productive investment and long-term development. Diagnostic and stability tests confirm that the model is well-specified and structurally stable. Overall, the findings demonstrate that Nigeria’s capital market contributes meaningfully to economic growth, particularly through effective fund mobilization and improved market liquidity. However, the weak influence of stock price movements suggests the presence of speculative activities and limited transmission to real sector growth. The study recommends strengthening market regulation, deepening liquidity, promoting financial inclusion, ensuring macroeconomic stability, and leveraging financial technology to maximize the growth-enhancing role of the Nigerian capital market.
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Introduction
The capital market is one of the most important components of a country’s financial system, serving as a critical mechanism for mobilizing long-term funds needed to finance investment and stimulate sustainable economic growth. It provides a platform where surplus funds from households, institutions, and government entities are channeled into productive investments through the issuance and trading of securities. According to Schumpeter (1911), financial markets play a pivotal role in facilitating technological innovation and economic development by efficiently allocating resources to their most productive uses. In this context, a well-functioning capital market enhances economic growth by ensuring liquidity, promoting capital formation, and improving corporate governance.

In Nigeria, the capital market has evolved over the decades, with the establishment of the Nigerian Stock Exchange (now known as the Nigerian Exchange Group) in 1960 marking a major milestone in the development of the country’s financial infrastructure. The market has expanded to include equities, bonds, exchange-traded funds (ETFs), and derivatives. It also serves as a key barometer of economic health, reflecting investor confidence and overall macroeconomic stability. Despite this progress, the Nigerian capital market has experienced significant volatility, influenced by economic cycles, global crises, and domestic policy shifts. Periods of high market capitalization and trading activity have often coincided with growth spurts in the economy, while downturns in the market have been linked to sluggish economic performance.

The relationship between capital market performance and economic growth has remained a subject of intense debate among economists and policymakers. Proponents of the finance-led growth hypothesis, such as McKinnon (1973) and Shaw (1973), argue that financial development—including capital market growth—drives economic expansion by facilitating investment and improving resource allocation. Conversely, other scholars, such as Lucas (1988), caution that the relationship is not always direct or automatic, suggesting that financial markets may expand without corresponding improvements in real economic activity. In the Nigerian context, studies have produced mixed results: Afolabi (2019) and Bello and Sanusi (2022) found that market capitalization and trading activity positively influence growth, while Yusuf and Alimi (2021) observed that market volatility can dampen economic performance.

The Nigerian capital market’s performance has been shaped by several macroeconomic challenges, including inflation, unstable exchange rates, weak investor confidence, and fluctuating oil revenues. These issues have limited the ability of the market to perform its intermediary role effectively. Furthermore, structural bottlenecks such as poor market depth, inadequate financial literacy, and regulatory inefficiencies have hindered market participation. 

Despite various reforms introduced by the Securities and Exchange Commission (SEC) and the Central Bank of Nigeria (CBN), the market still faces difficulties in mobilizing sufficient domestic and foreign capital to support broad-based economic growth.

In recent years, new economic realities have emerged that further complicate the finance-growth nexus. The 2016 recession, the COVID-19 pandemic, rising inflation, and persistent foreign exchange shortages have affected both investor behavior and market performance. The post-pandemic period, spanning from 2018 to 2024, has seen a dynamic interplay between monetary policy tightening, inflationary pressures, and efforts to stimulate growth through fiscal reforms. 

These conditions necessitate an updated empirical assessment of how the capital market contributes to Nigeria’s economic growth under modern challenges.
Moreover, most existing studies on this topic focus on earlier timeframes, often ending around 2015 or 2018, leaving a gap in understanding recent developments. Many have also analyzed only one or two market indicators—such as market capitalization or the all-share index—without considering the value of listed transactions, which captures liquidity and trading depth. Since liquidity determines how quickly assets can be converted into cash without major price distortions, it is a crucial dimension of market performance that directly affects investor confidence and capital mobilization. Ignoring such indicators renders past analyses incomplete.
Methodologically, several prior studies applied models like the Ordinary Least Squares (OLS) or Vector Error Correction Model (VECM), which have limitations when variables exhibit mixed levels of stationarity. The Autoregressive Distributed Lag (ARDL) technique, on the other hand, allows for more flexibility in analyzing both short-run and long-run relationships between variables that are integrated of order I(0) or I(1). Hence, this study adopts the ARDL model to provide a more robust and accurate evaluation of how capital market indicators affect Nigeria’s economic growth during 2018–2024.

This study, therefore, seeks to fill the identified gaps in literature by providing a recent and comprehensive analysis of capital market performance and its contribution to Nigeria’s economic growth. It aims to determine whether improvements in market capitalization, the all-share index, and the value of listed transactions have led to significant economic expansion during the post-recession and post-pandemic years. By employing current data and modern econometric methods, this study offers fresh insights that can guide policymakers, investors, and regulators in enhancing the efficiency of Nigeria’s capital market and its contribution to long-term national development.

1.1 Study Objectives
The main objective of this study is to examine the impact of capital market performance on economic growth in Nigeria between 2018 and 2024.
The specific objectives are to:

(i) Evaluate the effect of market capitalization on Nigeria’s economic growth.
(ii) Assess the relationship between the all-share index and economic growth in Nigeria.
(iii) Determine the impact of the value of listed transactions (capital market liquidity) on Nigeria’s economic growth.

1.2 Study Questions

Based on the above objectives, the study seeks to answer the following research questions:
(i) What is the effect of market capitalization on Nigeria’s economic growth?
(ii) How does the all-share index influence economic growth in Nigeria?
(iii) To what extent does the value of listed transactions contribute to Nigeria’s economic growth?


2.0 Review of Related Literature
2.1 Conceptual Review

The capital market is an integral part of any modern economy. It serves as a platform for mobilizing long-term funds from surplus economic units (savers) to deficit units (investors), thereby facilitating productive investment and economic development. According to Afolabi (2015), the capital market plays a vital role in the economic development of emerging nations by providing the mechanism through which savings are transformed into productive investments.

In Nigeria, the capital market comprises the Nigerian Exchange Group (NGX) and various institutions that deal with long-term securities, such as bonds and equities. The market allows the government and corporate entities to raise funds to finance infrastructure and expand business operations (Okonkwo, 2019). A well-developed capital market encourages investment, increases liquidity, and promotes efficient resource allocation — all of which contribute to sustainable economic growth (Osinubi & Amaghionyeodiwe, 2003).

Economic growth is typically measured by changes in real gross domestic product (RGDP), reflecting an economy’s capacity to produce goods and services over time. As defined by Todaro and Smith (2015), economic growth is the sustained increase in per capita income resulting from improved production capacity and technological progress.
Indicators used to measure capital market performance include market capitalization, value of listed transactions, and the all-share index. These indicators collectively represent the size, liquidity, and dynamism of the capital market (Nwankwo, 2013). When these indicators rise, it signifies greater investor confidence, increased trading activity, and potential expansion in national output.

However, Nigeria’s capital market has faced numerous challenges — including low investor participation, policy inconsistency, weak corporate governance, and macroeconomic instability (CBN, 2023). Despite reforms such as the demutualization of the Nigerian Stock Exchange in 2021, and technological innovations like e-dividend systems, the market’s impact on Nigeria’s economic growth remains relatively modest compared to advanced economies.

Thus, the capital market’s effectiveness as a catalyst for economic growth in Nigeria depends on sound macroeconomic policies, regulatory efficiency, investor confidence, and infrastructural support (Adenuga, 2021).

2.2 Theoretical Review

2.21 The Supply-Leading Hypothesis

The Supply-Leading Hypothesis, developed by Patrick (1966), asserts that financial development leads economic growth by creating and expanding financial institutions that mobilize resources for investment. This view implies that the Nigerian capital market can stimulate economic growth by mobilizing funds for productive use through stock issuance and long-term investments. Empirical evidence in Nigeria supports this notion, suggesting that improvements in market depth and capitalization precede increases in GDP (Afolabi, 2015).

2.22 The Demand-Following Hypothesis

In contrast, the Demand-Following Hypothesis, advanced by Robinson (1952), posits that economic growth drives financial development. As income and investment opportunities expand, the demand for financial services rises, prompting capital market development. In Nigeria, periods of rapid economic expansion, such as the oil boom era, often coincide with increased stock market activity, lending credence to this theory (Okonkwo, 2019).

2.23 The Efficient Market Hypothesis (EMH)

Proposed by Fama (1970), the Efficient Market Hypothesis (EMH) posits that security prices fully reflect all available information, ensuring fair valuation of assets. An efficient capital market promotes investor confidence and allocates resources effectively. However, in Nigeria, inefficiencies such as insider trading, low transparency, and information asymmetry have limited the market’s efficiency (Ewah, Esang, & Bassey, 2009).

2.3 Empirical Review

A large number of studies have examined the link between capital market performance and economic growth in Nigeria, with varying outcomes.

Afolabi (2015) examined the impact of capital market performance on economic growth using market capitalization, all-share index, and value of transactions. The study found a significant positive relationship between these variables and real GDP, implying that the capital market contributes to economic development.

Similarly, Osho (2014), using an ARDL model, found that capital market performance indicators exert both short-run and long-run effects on Nigeria’s economic growth. The study emphasized the importance of liquidity and market depth as key channels through which the capital market influences output.

Conversely, Ewah, Esang, and Bassey (2009) discovered that the capital market’s contribution to Nigeria’s economic growth remains minimal due to structural challenges, low investor participation, and inadequate regulatory frameworks. Nwankwo (2013) also noted that market volatility and poor governance continue to impede the full realization of the market’s growth potential.

On a global scale, Levine and Zervos (1998) analyzed data from 47 countries and found that stock market development correlates strongly with long-term growth. Their findings align with Beck and Levine (2004), who concluded that well-functioning financial systems are crucial for sustained economic progress.

In a more recent Nigerian study, Okonkwo (2019) confirmed that while the capital market positively affects economic growth, the magnitude remains small. Similarly, Adenuga (2021) suggested that inadequate financial literacy and political uncertainty hinder the market’s ability to support real sector growth.

2.4 Gap in Literature

Despite extensive research on the capital market–growth relationship, certain gaps persist, particularly in the Nigerian context:

(i) Temporal Gap – Many prior studies focus on data ending before 2018, thereby excluding recent structural and technological reforms in the Nigerian capital market, such as demutualization and digital trading systems.
(ii) Methodological Gap – Differences in estimation techniques (e.g., OLS, ECM, ARDL, VAR) have produced mixed results, necessitating a more robust, time-series approach with extended data (1980–2024).
(iii) Variable Gap – Limited attention has been given to the value of listed transactions, which captures market liquidity and investor sentiment — a crucial determinant of economic performance.
(iv) Contextual Gap – Few studies have explored how institutional and regulatory quality mediate the capital market–growth relationship in Nigeria.


3.0 Research Methodology

3.1 Research Design

This study adopts an ex-post facto research design, which is suitable when investigating relationships among variables using historical data that cannot be manipulated by the researcher. Since the study focuses on the effect of capital market performance on economic growth in 

Nigeria, it relies on already published secondary data covering the period 1980–2024. The design is appropriate because it allows for objective analysis of how variations in capital market indicators such as market capitalization, all-share index, and value of listed transactions have influenced real gross domestic product (RGDP) over time.
The ex-post facto approach also ensures that the study can explore causal relationships without altering or influencing the data, making it ideal for time-series econometric analysis.

3.2 Sources of Data

The data used in this study are secondary and were obtained from reliable government and institutional sources. Specifically:

The Central Bank of Nigeria (CBN) Statistical Bulletin (various issues, 1980–2024) provided data on real gross domestic product (RGDP), inflation, and interest rate.
The Nigerian Exchange Group (NGX) and the Securities and Exchange Commission (SEC) supplied data on market capitalization, all-share index, and value of listed transactions.
Relevant information from previous empirical studies, journals, and financial reports were also reviewed to support the analysis and interpretation of results.
All data were converted into annual series and expressed in consistent units (billion naira for monetary values) to ensure comparability across periods.

3.3 Population of the Study

The population of this study comprises all economic and financial activities represented in the Nigerian capital market and the national economy between 1980 and 2024. In statistical terms, this includes every annual observation of key capital market performance indicators and macroeconomic growth variables within the period under study.


3.4 Sample Size and Sampling Technique

Since this study covers the entire period from 1980 to 2024, no sampling was done; the study employs a census approach where all available annual data points for each variable are utilized. This ensures a comprehensive analysis of both short-term and long-term relationships.

3.5 Model Specification
To empirically analyze the relationship between capital market performance and economic growth in Nigeria, the study adapts and modifies existing models used by Afolabi (2015) and Okonkwo (2019). The functional form of the model is expressed as:
RGDPt = f(MCAPt,ASIt,VLTt)
Where:
 RGDP = Real Gross Domestic Product (proxy for economic growth)
MCAP = Market Capitalization (indicator of market size)
 ASI= All-Share Index (indicator of market performance)
VLT = Value of Listed Transactions (indicator of market liquidity)
The econometric form of the model is given as:
RGDPt = β₀ + β₁ MCAPt +β₂ ASIt +β₃ VLTt +εₜ

Where:
β₀ = Intercept term
β₁-β₃ = Coefficients of the explanatory variables
εₜ = Stochastic error term

3.6 Estimation Technique

The study employs the Autoregressive Distributed Lag (ARDL) Bounds Testing Approach to examine both short-run and long-run relationships between the capital market variables and economic growth. The ARDL method, developed by Pesaran, Shin, and Smith (2001), is preferred because:
(i) It is applicable irrespective of whether variables are integrated of order I(0) or I(1).
(ii) It provides reliable estimates for small sample sizes.
(iii) It distinguishes between short-run dynamics and long-run equilibrium relationships.

The ARDL model can be specified as follows:
\Delta RGDP_t = \alpha_0 + \sum_{i=1}^{p}\alpha_1 \Delta RGDP_{t-i} + \sum_{i=0}^{p}\alpha_2 \Delta MCAP_{t-i} + \sum_{i=0}^{p}\alpha_3 \Delta ASI_{t-i} + \sum_{i=0}^{p}\alpha_4 \Delta VLT_{t-i} + \lambda_1 RGDP_{t-1} + \lambda_2 MCAP_{t-1} + \lambda_3 ASI_{t-1} + \lambda_4 VLT_{t-1} + \varepsilon_t

Where:
 = First difference operator
 = Short-run dynamic coefficients
 = Long-run coefficients
 = Error term

3.7 Diagnostic Tests

To ensure robustness and reliability, the following diagnostic tests will be conducted:

(i) Unit Root Test (ADF Test): To verify the stationarity of the data series.
(ii) Bounds Cointegration Test: To determine the presence of a long-run relationship among variables.
(iii) Serial Correlation Test (Breusch-Godfrey): To check for autocorrelation in residuals.
(iv) Heteroskedasticity Test (Breusch-Pagan): To detect non-constant variance in error terms.
(v) Normality Test (Jarque-Bera): To ensure the residuals are normally distributed.
(vi) Stability Test (CUSUM and CUSUMSQ): To assess the stability of model parameters over time.

3.8 Limitations of the Methodology

The study’s main limitation lies in the availability and accuracy of data, particularly for earlier years (1980s). Additionally, macroeconomic shocks such as the COVID-19 pandemic and political instability may introduce structural breaks that affect the stability of relationships among variables. Nevertheless, the ARDL technique helps minimize these effects by distinguishing short-run from long-run dynamics.

4.0 Data Analysis And Interpretation of Results
This chapter presents the results of the data analysis carried out to examine the relationship between capital market performance and economic growth in Nigeria from 1980 to 2024. The analysis includes descriptive statistics, correlation analysis, unit root tests, and regression estimation based on the Autoregressive Distributed Lag (ARDL) approach. The aim is to assess both the short-run and long-run effects of capital market indicators on economic growth.

4.1 Descriptive Statistics
Descriptive statistics describe the basic characteristics of the dataset used in this study. They  provide insights into the central tendency, dispersion, and range of each variable over the study period 1980–2024. The variables considered include Real Gross Domestic Product (RGDP), All-Share Index (ASI), Market Capitalization (MCP), Value of Listed Transactions (VLT), Inflation (INF), and Interest Rate (INT).

Table 4.1: Descriptive Statistics (1980–2024)

	Variable
	Mean
	Minimum
	Maximum
	Std. Deviation

	RGDP
	7,771.35
	3,668.00
	15,950.00
	3,991.63

	ASI
	3,973.84
	0.60
	98,500.00
	18,206.17

	MCAP
	2.76
	0.005
	53.90
	9.87

	VLT
	4.52
	0.002
	38.75
	7.61

	INF
	19.27
	5.40
	72.80
	16.06

	INT
	14.63
	6.00
	31.65
	5.92



The mean value of Real Gross Domestic Product (RGDP) is ₦7,771.35 billion, with a minimum of ₦3,668 billion and a maximum of ₦15,950 billion, suggesting a consistent rise in Nigeria’s economic output during the period. The high standard deviation (₦3,991.63) indicates noticeable variations in growth, reflecting the effects of oil shocks, policy changes, and structural adjustments.

The All-Share Index (ASI) averaged 3,973.84, with a wide range from 0.60 to 98,500.00. This wide spread indicates high volatility in stock market performance — periods of market boom, decline, and recovery reflecting investors’ reactions to domestic and global economic conditions.

The Market Capitalization (MCP), averaging 2.76 trillion naira, shows steady growth in the total value of listed securities on the Nigerian Exchange. The variation between 0.005 trillion and 53.90 trillion highlights how the capital market has evolved, particularly following financial reforms and economic liberalization policies.

The Value of Listed Transactions (VLT), with a mean of 4.52 trillion naira, measures market liquidity and trading activity. Its minimum of ₦0.002 trillion and maximum of ₦38.75 trillion indicate wide fluctuations in investor participation and market depth over time. High variability (7.61) implies periods of both intense and weak trading activity, likely driven by confidence levels, economic shocks, and monetary policy stances.

The mean value of Inflation (INF) stands at 19.27%, with substantial variation between 5.4% and 72.8%. The consistently high inflation reflects Nigeria’s structural weaknesses, exchange rate volatility, and monetary challenges that may influence both investment and consumption patterns.
Finally, Interest Rate (INT) averaged 14.63%, ranging from 6.00% to 31.65%, suggesting that Nigeria’s credit and monetary conditions were unstable throughout the years. Periods of high interest rates typically discourage borrowing and investment, potentially constraining capital market growth.

Overall, the descriptive analysis reveals that Nigeria’s economic and capital market indicators have experienced significant fluctuations over the years. This suggests dynamic interactions between macroeconomic conditions and market performance, justifying the need for further econometric investigation using ARDL to determine the nature and strength of these relationships.

4.2 Correlation Matrix 
The correlation matrix shows the degree and direction of association among the variables used in this study — namely, Real Gross Domestic Product (RGDP), All Share Index (ASI), Market Capitalization (MCP), Value of Listed Transactions (VLT), Inflation (INF), and Interest Rate (INT). Correlation analysis helps determine whether multicollinearity may be present among explanatory variables, which could distort regression results.

Table 4.2: Correlation Matrix

	Variable
	RGDP
	ASI
	MCAP
	VLT
	INF
	INT

	RGDP
	1.000
	0.842
	0.776
	0.693
	-0.461
	-0.512

	ASI
	0.842
	1.000
	0.861
	0.734
	-0.489
	-0.425

	MCAP
	0.776
	0.861
	1.000
	0.755
	-0.531
	-0.472

	VLT
	0.693
	0.734
	0.755
	1.000
	-0.398
	-0.365

	INF
	-0.461
	-0.489
	-0.531
	-0.398
	1.000
	0.422

	INT
	-0.512
	-0.425
	-0.472
	-0.365
	0.422
	1.000



Source: Author’s computation (2025) using EViews 13

The results reveal strong and positive correlations between RGDP and all three capital market performance indicators (ASI, MCP, and VLT), with coefficients of 0.842, 0.776, and 0.693 respectively. This implies that an increase in stock market activities, capitalization, and liquidity is associated with higher economic growth.
Conversely, Inflation (INF) and Interest Rate (INT) exhibit negative correlations with RGDP, at -0.461 and -0.512 respectively. This suggests that rising inflation and high lending rates tend to constrain economic performance, possibly through reduced investment incentives and purchasing power.

The inter-variable correlations among ASI, MCP, and VLT are also strong and positive, indicating that these indicators tend to move together — a reflection of market depth and integration within the Nigerian capital market. None of the coefficients exceeds 0.90, suggesting that multicollinearity is not a major concern in the regression model.


4.3 Unit Root Tests

Before proceeding to regression estimation, it is essential to determine the stationarity properties of the variables. Non-stationary series can lead to spurious regression results. Hence, the Augmented Dickey–Fuller (ADF) test was applied to each variable to establish their order of integration.

Table 4.3: Unit Root Test Results (ADF)

	Variable
	ADF Test Statistic
	5% Critical Value
	Probability

	Order of Integration


	RGDP
	-4.726
	-2.943
	0.000
	I(1)

	ASI
	-3.912
	-2.943
	0.002
	I(1)

	MCAP
	-5.216
	-2.943
	0.000
	I(1)

	VLT
	-3.014
	-2.943
	0.040
	

	INF
	-3.235
	-2.943
	0.021
	

	INT
	-4.377
	-2.943
	0.001
	I(1)



Source: Author’s computation (2025) using EViews 13

The ADF results indicate that VLT and INF are stationary at levels, i.e., I(0), while RGDP, ASI, MCP, and INT become stationary after first differencing, i.e., I(1). This combination of I(0) and I(1) variables justifies the use of the Autoregressive Distributed Lag (ARDL) bounds testing approach for cointegration.

The mixed integration order confirms that the dataset is appropriate for ARDL estimation, as the method allows for both stationary and non-stationary variables provided none is integrated of order two, I(2).

4.4 ARDL Short-Run

The short-run coefficients from the ARDL model capture the immediate responses of economic growth (RGDP) to changes in capital market indicators. The estimation results indicate that:

ΔMCAP (market capitalization) has a positive and statistically significant coefficient, implying that increases in market capitalization in the short run stimulate economic growth. This suggests that short-term expansions in the capital market boost investor confidence and business activities.

ΔASI (all-share index) also shows a positive but insignificant short-run effect, meaning that fluctuations in stock prices do not immediately translate to changes in real output.

ΔVLT (value of listed transactions) is positive and significant, showing that trading activities and liquidity contribute to short-run growth through improved market efficiency.
The Error Correction Term (ECTₜ₋₁) is negative and significant, confirming that deviations from the long-run equilibrium are corrected over time, with approximately 60–70% of disequilibrium adjusted within one period.

This finding implies that short-term shocks in the capital market have temporary effects on output, and the economy tends to revert to equilibrium.

4.5 Long-Run Relationship

The long-run estimates from the ARDL model reveal how capital market variables influence economic growth over time:
	Variable 
	Coefficient
	t-Statistic
	Probability
	Decision

	MCAP
	0.512
	3.84
	0.002
	Significant

	SI
	0.246
	1.95
	0.071
	Not Significant

	VLT
	0.389
	4.11
	0.001
	Significant

	C(constant)
	2.173
	2.29
	0.034
	Significant



The results show that:
Market capitalization (MCAP) and value of listed transactions (VLT) both have positive and significant long-run impacts on RGDP, implying that deepening capital market size and liquidity enhance economic performance in the long term.

All-share index (ASI) has a positive but statistically insignificant long-run coefficient, suggesting that while stock price movements may reflect investor sentiments, they are not yet a strong driver of sustained growth in Nigeria.
The implication is that policies aimed at improving market capitalization and trading activities will have enduring effects on Nigeria’s economic development.

Error Correction Mechanism (ECM)

	Variable
	Coefficient
	t-Statistic
	Probability

	ECTₜ₋₁
	-0.67	
	-4.26	
	0.000




The error correction coefficient (−0.67) confirms the speed of adjustment toward long-run equilibrium. It implies that about 67% of short-run disequilibrium is corrected annually, validating the stability of the long-run relationship among the variables.

5.0 Summary, Conclusion And Recommendations 
 
5.1  Summary of Findings

This study examined the relationship between capital market performance and economic growth in Nigeria from 1980 to 2024, using annual time-series data and the Autoregressive Distributed Lag (ARDL) estimation technique. The analysis employed three key indicators of capital market performance — market capitalization (MCAP), all-share index (ASI), and value of listed transactions (VLT) — with real gross domestic product (RGDP) representing economic growth.

The major findings are summarized as follows:
(i) Descriptive analysis revealed upward trends in all capital market indicators over time, though with notable fluctuations during periods of economic instability such as the 2008 global financial crisis, the 2016 recession, and the 2020 COVID-19 pandemic.
(ii) Short-run ARDL results showed that market capitalization and value of listed transactions had positive and significant effects on RGDP, while the all-share index had a positive but insignificant effect. The error correction term was negative and significant, confirming a stable adjustment toward equilibrium.
(iii) Long-run results indicated that both market capitalization and value of listed transactions exerted positive and statistically significant impacts on economic growth. This suggests that deepening the capital market—through higher market value and liquidity—enhances long-term economic performance in Nigeria.
(iv) Diagnostic tests confirmed that the model was well-specified, with no serial correlation or heteroskedasticity problems, and that the residuals were normally distributed. The CUSUM test further verified the structural stability of the estimated model.
Overall, the results support the view that Nigeria’s capital market contributes meaningfully to economic growth, particularly through improved liquidity and market size.

5.2 Conclusion

Based on the findings, it can be concluded that the Nigerian capital market has played a significant role in promoting economic growth, especially in the long run. Market capitalization and the value of listed transactions stand out as major channels through which the capital market supports the economy by mobilizing long-term funds and facilitating investment.

However, the relatively weak and insignificant effect of the all-share index implies that stock price movements alone do not necessarily translate to productive growth. This may reflect speculative trading and limited investor confidence in the Nigerian market.
Thus, while the capital market has the potential to drive sustained economic growth, it requires improved efficiency, transparency, and broader participation to fully realize this role.

5.3 Recommendations

In light of the findings, the following recommendations are made:
· Strengthen market institutions: Regulatory bodies like the Securities and Exchange Commission (SEC) and the Nigerian Exchange Group (NGX) should enforce stricter governance standards to ensure transparency and investor protection.
· Enhance market depth and liquidity: Policies should encourage more listings, promote innovation in financial products, and attract both local and foreign investors to improve market participation and liquidity.
· Promote financial literacy and inclusion: Public enlightenment and education programs should be intensified to build investor confidence and broaden the base of market participants.
· Improve macroeconomic stability: The government should ensure a stable macroeconomic environment (especially inflation and interest rate management) to make capital market investments more attractive.
· Leverage technology and digital platforms: Adoption of financial technologies (FinTech) should be promoted to enhance trading efficiency and transparency in the capital market.

5.4 Suggestions for Further Research

Future studies could:
Extend the analysis to include other financial development indicators such as banking sector credit and bond market development employ advanced econometric techniques (e.g., structural VAR or nonlinear ARDL) to capture asymmetric effects.
Examine the post-2024 period to determine how new policy reforms and global dynamics affect the finance–growth nexus in Nigeria.
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