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ABSTRACT

The main objective of this paper is to analysis ithpact of macroeconomic variables on the stockketaof
Nigeria. For this purpose; we have taken the deten f1986 to 2014 and applied the various testst.omhie
results of analysis in this paper are showing saae variables are negative impacts on the stockagge and
some variables are positive impacts on the stoakehaf the Nigeria. This paper analyzed that stoekket has
the vital role in the economic development of egopo
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Robust of studies proved that macroeconomics
variables have huge impact on economic
Rabia Najaf, transaction like capital market trading.
According to Chen (1986) there had not found
Department of Accounting and Finance, any satisfactory theory about the association
between  macroeconomics variables and
Riphah International University, financial markets. In free economy, it is seen
that macroeconomic variables have teisive
Islamabad, Pakistan. role for development of economy. All the resulte ar
proving that macroeconomic variables effect on the
Email: rabianaajf@gmail.com stock exchange may be positive and may be

j negative. There is significant positive relatioqshi
between opportunity cost and equity market. Most of
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studies proved that changes in exchange rate wilis significant negative association between
affect the stock prices on Nigeria stock exchange.  macroeconomic variables and stock prices

History of Nigeria stock exchange Arango L E, Gonzalez A and Posada C E, Observed
First time the Nigeria stock exchange was that impact of macroeconomic variables on the stock
established in 1960 and it was famous with the namesxchange of Italy. For this purpose, employed the
of Lagos stock exchange. Nigeria stock exchange iSGARCh model. The results of this paper is showing
known as the third largest stock exchange of Africa that there is significant negative association leetw
There are 180 companies are listed here. In 1961macroeconomic variables and stock prices

there were 19 companies were listed here. TheBalvers J J, Cosimano T F and MacDonald B,
trading volume of Nigeria stock exchange were Showed that impact of macroeconomic variables on
80,500 and it was raised till 250000 ponds. Theee a the stock exchange of Germany. For this purpose,
a lot of branches of companies of Nigeria in the employed the Arch model. The results of this paper
established cities of the country .The stock exgkan is showing that there is significant negative
of Nigeria was regulated by the exchange association between macroeconomic variables and
commission. Nigeria stock exchange has thestock priced

automated trading system. The ATS are beingBartram S M, Observed that impact of
utilized for the purposes of trading. All the deale macroeconomic variables on the stock exchange of
are operating the system through server. The tgadin Turkey. For this purpose, employed the OLS model.
time of stock exchange started at 9.30 to 2.30rd’he The results of this paper is showing that there is
are almost 30 branches across the country. significant negative association between
Stock exchange macroeconomic variables and stock prices

Stock exchange is known as the backbone of theBohl M T, Siklos P L and Werner T, examined that
economy. For the healthy economy, there is needmpact of macroeconomic variables on the stock
have the healthy stock exchange. Stock exchange iexchange of Italy. For this purpose, employed the
considered the best way of the trading across themulti regression equation. The results of this pape
world. New York stock exchange is the best stock showing that there is significant negative assamiat
exchange in the world because E trading are adoptethetween macroeconomic variables and stock prices
by the New York stock exchange first time. E Campbell J Y and Shiller R ¥iewed that impact of
banking is the known as the best way of the tradingmacroeconomic variables on the stock exchange of
in the world. Most of the studies have proved that Russia. For this purpose, employed the ECM model.
stock market has the crucial role for developmént o The results of this paper is showing that there is
the economy. It is act as the channel betweensignificant negative association between
internal lenders and surplus. It is very interaptin macroeconomic variables and stock prices

topic to discuses that reason of the volatility. Canova F and de Nicolo G, analysed that impact of
According to Joseph, 2002 there is associationmacroeconomic variables on the stock exchange of
between exchange rate and stock market of NigeriaPoland. For this purpose, employed the VECM
Some studies have proved that exchange rate haveodel. The result of this paper is showing thatehe
also influenced on the import and export. Exchangeis significant negative association between

rate influence on the foreign operations. macroeconomic variables and stock prices
Chan B and Lo, W, examined that impact of
LITERATURE REVIEW macroeconomic variables on the stock exchange of

Apergis N and Eleftheriou S, Viewed that impact of Sweden. For this purpose, employed the unit root
macroeconomic variables on the stock exchange oimodel. The results of this paper is showing thateh
Spain. For this purpose, employed the GARChis significant negative association between
model .the results of this paper is showing thateh  macroeconomic variables and stock prices
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Chen N F, Roll R and Ross S, observed that impactFor the proper results, we have taken the data from
of macroeconomic variables on the stock exchangel986 to 2014. It is seen that in 1986 the prices of
of Hungary. For this purpose, employed the OLS all share index were increase and in 2014 the grice
model. The results of this paper is showing thateh  were 4.1328. Within the similar periods the values
is significant negative association between of the national interest rate were 11.76% to
macroeconomic variables and stock prices 24.91%. In 2014 the all composite price index were
Czaja M, Scholz H and Wilkens ,Mnalyzed that raised to 2.0 and values of productivity were
impact of macroeconomic variables on the stockdeclined from 160.87 to 139. After the results of
exchange of Singapore. For this purpose, employedmpact of macroeconomic variables and share
the GARCH model. The results of this paper is prices of Nigeria, we accept the null hypothesis it
showing that there is significant negative assamiat showing that there is not significant positive
between macroeconomic variables and stockrelationship between macroeconomic variables and

prices®. stock prices (Table No.2). In Table No.3 and
Figure No.1 the results of co- integration are
PROBLEM STATEMENT showing that there is no co- integration in theetim

Impact of macroeconomic variables on the stockseries.
prices of the Nigeria.

OBJECTIVES

The main purpose of this study is to analysis the
relationships between major macroeconomic
variables and stock market of Nigeria and also doun

out that there exists long relationship or short ru

relationship.

METHODOLOGY

We use the ordinary least square model for
determine the association between Nigeria stock
prices and macroeconomic variables. In this paper
stock prices of Nigeria is dependent variable and
macroeconomic economic Vvariables are the
independent variables. Here prices of Nigeria stock
exchange arproxing by all share prices index and
values of interest rate and interest rate are ppxi
by all-composite price index (Table No.1).
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Table No.1:Price index

S.No Year All-share Interest rate Al Productivity
price index composite price index index
1 1986 127.4 11.76 2 160.87
2 1987 163.¢ 13 13.¢ 162.9°
3 1988 190.8 19.3 9.8 169.29
4 198¢ 233.7 17.7 61.Z 179.3¢
5 1990 325.4 24.7 44.8 183.97
6 1991 513.¢ 27.¢ 36.€ 162.¢
7 1992 784 20.9 23.08 179
8 199: 1107." 31.c 48.8:2 169.¢
9 1994 1543.9 36.08 61.4 145.6
1C 199t 220¢ 22 76.€ 144.:
11 1996 5092.3 20.78 51.7 139.3
12 1997 6992.; 20.8: 14.4 138.¢
13 1998 6440.6 23.33 10.3 144.3
14 199¢ 5672.¢ 21.3¢ 11.¢ 133.2
15 2000 5266.5 27.18 0.3 137.8
16 2001 8112 21.5¢ 14.€ 138.:
17 2002 10963.2 21.35 16.6 146.3
18 200: 12137.¢ 30.1¢ 12.2 14¢
19 2004 20128.8 22.89 23.9 149
2C 200¢ 23844.¢ 20.8: 10.0¢ 145.¢
21 2006 24085.9 19.48 11.62 145.8
22 2007 33189.¢ 18.¢ 8.62 145.¢
23 2008 57990.3 18.37 6.7 89.8
24 200¢ 31450.¢ 21.1¢ 15.2 91.2
25 2010 20827.3 23.8 12.8 117.9
26 2011 24770.¢ 21.8i 11.€ 118.:
27 2012 20731 23.22 10.4 1122.2
28 201% 28078.8: 24.62 13 136.¢
29 2014 41329.18 24.8 9 139
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Table No.2: Stock prices

Dependent Variable: stock prices
Method: Least Squares

Sample: 1985 2013

Included observations: 28

S.No Variable Coefficient Std. Error t-Statistic Prob.
1 C 79780.63 16509.35 4.832456 0.000
2 INTR -66.7778 413.3329 -0.1616 0.874
3 INPRIX -149.508 110.9929 -1.348 0.1902
4 INFL -425.884 94.27733 -4.517385 0.0002
5 R-squared 0.663652 Mean dependent var 13596.38 - -
6 Adjusted R-squared 0.611289 S.D. dependent var 807128
7 S.E. of regression 10351.46 Akaike info criterion 21.45509
8 Sum squared resid 2.68E+09 Schwarz criterign 4269
9 Log likelihood -307.0988 Hannan-Quinn criter 21156
10 F -statistic 10.764523 Durbin-Watson stat 2.59994
11 Prob(F-statistic) 0.0002
Table No.3: The results of co- integration
Trace 0.05
S.No No. of CE(s) Eigen Statistic Critical Prob.**
value Value
1 None 0.036928| 1.0159733.841467| 0.3136
2 | Trace test indicates no co-integration at thé @0el
3 | *denotes rejection of the hypothesis at the (0Bl
4 **MacKinnon-Haug-Michelis (1999) p-values
5 Unrestricted Co-integration Rank Test (Maximum
Eigen value)
6 Hypothesized Max-Eigen 0.05
7 No. of CE(s) Eigen Statistic Critical Prob.**
value Value
8 None 0.036928| 1.01597%3.841467| 0.3136
9 Max-eigen value test indicates no co-integrationjat
the 0.05 level
10 | * denotes rejection of the hypothesis at thé G=0el
11 **MacKinnon-Haug-Michelis (1999) p-values - -
12 Unrestricted Co-integrating Coefficients
(normalized by b*S11*b=l):
13 SER02-05
14 7.57E-05
15 Unrestricted Adjustment Coefficients (alpha): - -
16 D(SER02-05) -1575.153
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Figure No.1: Co- integration
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