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ABSTRACT
The increase in number of fraud and fraudulent activities in Nigeria and around the world emphasized the need for forensic accounting.  The aim of this paper is to find out if rules and procedures are properly followed in the public sector transactions, to examine if there is adequate internal control system in the public sector, to ascertain the need for forensic accounting services in the public sector for fraud and corruption issue as well as to verify if the accountant in the public sector have adequate forensic training for fraud and corruption issue. Questionnaire was distributed to elicit information from 50 respondents. The data collected were analyze using chi-square statistical tool. The results of my findings are that fraud and corruption are fundamental problems in the Nigeria public sector and is hampering efficiency in the sector, and that rules and procedures are not properly followed, it was also discovered that forensic accounting will help reduced corruption.  I then recommend the introduction of forensic accounting and training of accountant to acquire the skill of forensic accounting and utilization of their services in public sector and also that our legal framework should be implemented in line with management principle of “carrot and stick” whereby those who bend rules and procedures are made to face the full wrath of the law to act as deterrence for others.


CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
The capital market has been identified as an institution that contributes to the socio-economic growth and development of emerging and developed economies. This is made possible through some of the vital roles played such as channeling resources, promoting reforms to modernize the financial sectors, financial intermediation capacity to link deficit to the surplus sector of the economy, and a veritable tool in the mobilization and allocation of savings among competitive uses which are critical to the growth and efficiency of the economy (Alile 1984).
It helps to channel capital or long-term resources to firms with relatively high and increasing productivity thus enhancing economic expansion and growth (Alile 1997). 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. However, the paucity of long-term capital has posed the greatest predicament to economic development in most African countries including Nigeria.
Osaze (2000) sees the capital market as the driver of any economy to growth and development because it is essential for the long-term growth capital formation. It is crucial in the mobilization of savings and channeling of such savings to profitable self-liquidating investment.
The Nigerian capital market provides the necessary lubricant that keeps turning the wheel of the economy. It not only provides the funds required for investment but also efficiently allocates these funds to projects of best returns to fund owners. This allocative function is critical in determining the overall growth of the economy. The functioning of the capital market affects liquidity, acquisition of information about firms, risk diversification, savings mobilization and corporate control (Anyanwu 1998). Therefore, by altering the quality of these services, the functioning of stock markets can alter the rate of economic growth (Equakun 2005). Okereke-Onyiuke (2000) posits that the cheap source of funds from the capital market remain a critical element in the sustainable development of the economy. She enumerated the advantages of capital market financing to include no short repayment period as funds are held for medium and long term period or in perpetuity, funds to state and local government without pressures and ample time to repay loans.
In 1986 Nigeria embraced the International Monetary Fund (IMF)-World Bank Structural Adjustment Programme (SAP) which influenced the economic policies of the Nigerian government and led to reforms in the late 1980s and early 1990s.The programme was proposed as an economic package to rapidly and effectively transformed the Nigerian economy within two years (Yesufu 1996). However, until SAP was abandoned in 1994, the objectives were not achieved due to the inability of government to judiciously implement some of its policy measures Oyefusi and Mogbolu 2003). The notable reforms include monetary and fiscal policies, sectoral reforms such as removal of oil subsidy in 1988 to the tune of 80%,interest deregulation from August 1987, financial market reform and public sector reforms which entails the full or partial privatization and commercialization of about 111 public owned enterprises. The Nigerian Stock Exchange was to play a key role during the offer for sale of the shares of the affected enterprises (World Bank 1994; Anyanwu 1993; Anyanwu et al. 1997; Oyefusi and Mogbolu 2003).
The introduction of SAP in Nigeria has resulted in a very significant growth of the country’s stock market as a result of deregulation of the financial sector and the privatization exercise which exposed investors and companies to the significance of the stock market (Alile1996;Soyode 1990). Ariyo and Adelegan (2005) contend that the liberalization of capital market led to the growth of the Nigerian capital market yet its impact at the macro-economy was negligible. Again the capital market was instrumental to the initial 25 banks that were able to meet the minimum capital requirement of N25billion during the banking sector consolidation in 2005.The stock market has helped government and corporate entities to raise long-term capital for financing new projects, and expanding and modernizing industrial/commercial concerns (Nwankwo 1991).
Given the roles the capital market has played during the privatization of public owned enterprises, recent recapitalization of the banking sector and avenue of long term funds to various government and corporations in Nigeria. 
The major focus of this research is to empirically assess with the contribution of capital market to economic growth in Nigeria. 




1.2 STATEMENT OF THE PROBLEM
The capital market is one of the main avenues investors invest their hard earned currency in anticipation of good returns or yield. But since the inception of the global economic crunch in addition to a number of causing factors the impact of the capital market has remained rather docile. The federal government effort at revamping it has still not yielded enough result. 
In the light of this, the following statement of research questions are being raised. 
1. Does the capital market enhance the growth of the Nigerian economy? 
2. Does the capital market enhance and promote investment in Nigerian economy? 
3. Does the capital market help to increase value of transactions (government and industrial securities)?




1.3 RESEARCH OBJECTIVES
This research work seeks to achieve the following objectives.
1. To ascertain whether the capital market enhance the growth of the Nigerian economy.
2. To critically examine whether capital market enhance and promote investment in Nigerian economy. 
3. To verify whether the capital market help to increase value of transactions (government and industrial securities). 

1.4 SCOPE OF THE STUDY 
This study is undertaken to evaluate the impact of Nigerian Capital Market as an Instrument in mobilization of investment capital. As such, this study is restricted to all companies quoted on the floor of the Nigerian Stock Exchange market. Temporally or in term of time series, a period of twenty seven years is used i.e. 1981 to 2008 using some market indicators as means of assessing the impact of the capital market in mobilizing investment in Nigeria. It is hoped that this will help to achieve the stated objective of the study.

1.5 RESEARCH HYPOTHESIS 
The following hypothesis will be tested
Hypothesis I
Ho:	The capital market does not enhance the growth of the Nigerian economy
H1:	The capital market still enhance the growth of the Nigerian economy

Hypothesis II
Ho:	The capital market does not enhance and promote investment on the Nigerian economy. 
H1:	The capital market still enhances and promotes investment on the Nigerian economy.

Hypothesis III
Ho:	Capital market does not help to increase value of transactions (government and industrial securities) in Nigeria. 
H1:	Capital market helps to increase value of transactions (government and industrial securities) in Nigeria.

1.6 SIGNIFICANCE OF STUDY
This research work on its conclusion, together with whatever solution or findings that may arise, will prove useful to some particular group of persons or otherwise for various reasons in accordance with their varying needs. 
Beneficiaries 
· Stakeholders: This study will be important and beneficial to stakeholders of an organization to know the role of the Nigerian capital market in mobilizing investment in Nigeria economy. 
· The Government: It will acquaint the government of the importance of Nigerian Capital Market and how it should be properly managed. 
· The public: This study will help to restore the lost confidence of the public as regard the Nigerian capital market and investment mobilization in Nigeria economy. 
· Academic/future researcher: Both academic and other future researchers in this similar subject matter will find it a useful source of learning and research.   

1.7 LIMITATIONS OF THE STUDY
A study of this nature is undoubtedly not without some limitations. 
The researcher was face with a lot of constraints and difficulties in getting all the needed information from the source documents. The data used in the study are based on available information on capital market from the secondary sources. 
However, these limitations will and do not undermine or dampen the benefits of the study and the conclusions reached in the study by the researcher.

1.8 DEFINITION OF TERMS
	This subsection arises because of the need to make clear some technical terms that will be used in this study which are capable of having more than one meaning or interpretation.

Market Capitalization
	This is the overall market value of all listed securities on the exchange. It is calculated by multiplying the share price with the total number of shares in issue.

Turnover Ratio
	This is the volume of activities undertaken by a company. It is the total number of shares traded at a given period.




Listed Securities
	These are long term securities such as bonds, preference shares and ordinary shares which are traded on a recognized stock exchange.

New Issues
	These are newly created securities of corporate entities or government offered for subscription to the public.

Trading Floor
	This is s specific area of a stock exchange where listed securities are bought and sold.

Clearing System
	Procedure put in place by a security exchange to compare trading details between stock brokers before settlement take place.

Issue
	Securities of a company or government sold by way of public offering or private placement at a given point in time.

Right Issue
	A new issue of securities of a company offered to its existing shareholders in proportion to their holding.
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CHAPTER TWO
LITERATURE REVIEW 
2.1 CONCEPTUAL ISSUES
An effective capital market as it is well known in its role in an economy, promotes growth and increases the rate of development. In the works of the Prime Minister of Pakistan, Shaukat Aziz announced on January 14, 2006 that a vibrant capital market, good government and effective role of regulatory bodies were key to promoting growth in the economic sector. Thriving capital market are often closely associated with strong economic growth and vibrant private sector development (Levine, & Zervos, 2008).
Osaze (1991) viewed the capital market in an economy as the fulcrum on which the fortunes of that economy turns. That is, it provides the where withal for its growth and development programmes and serves as an indicator of the economy’s liquidity and performance. On the contrary, Demirgue, Asli, & Levin (1996) argued that the capital market increases economic fluctuations, distorts wealth allocation and ultimately hinders economic growth, but Engberg (1975) said there as need for less developed economies to have capital market, as it raise the level of domestic savings among competing users since such competitions increases the efficiency with which capital market is used with direct positive effects on the growth rate of the economy.
	Alile (1991) viewed the capital market in three ways: firstly, in a broad definition, it is a market which include the entire financial system, the commercial banks and other financial institutions providing short, medium and long-term loans to finance both consumption and investment sectors. Secondly, an intermediate definition, it is a market which would include not only those institutions which are concerned with providing long-term credits but also the users of such credits. Finally, in the narrowest sense, capital market involves the problems and prospects of equity invested, these include the issuing and marketing of shares rather than bonds and decently using services of brokers, dealers and individuals. Also the capital market is described as not really market in the traditional sense, but merely a network of the institution that performs guidance that is described as capital market activities (Odife, 1991).
	According to Anyanwu (1993), is a collection of financial institutions set up for the granting of medium and long-term loans. It is a market for long-term instruments which include market for government securities, market for corporate bonds, market for mortgage loan and market for corporate share stocks. That is, it is the market for the mobilization and utilization of long-term funds for the development of the financial system.
	Also, Gaumitz and Dougall (1975) viewed capital market as a complex of institutions and mechanisms through which intermediate and long term funds are pooled and made available to business, government, institutions and instruments already outstanding are transferred. To them, the capital market could be regional, local or national.
	In summary, according to Adegbite (1994) who agreed that the capital market is in essence, the forum where financial instruments such as debts, (commercial papers or notes, bankers acceptance, treasury bonds, bills or certificates, repurchases agreement, debenture and development stock) hybrid or derivative instruments are used to raise medium and long-term funds, while Osaze (2001) depicts the capital market as the prime motor, which drives any economy on its path to growth and development. This makes clearer the assertion that a vibrant capital market is a key to economic growth in any economy where it exists.

2.2 OVERVIEW OF THE NIGERIAN CAPITAL MARKET
2.2.1  Origin of the Stock Exchange
It seems appropriate to examine, first of all, in an abstract sense what a stock exchange is. A stock exchange is many things at the same time. First, it is a place where securities (bonds, stock and shares) of varying types are traded openly and where one can purchase or sell any of such securities relatively easily. The stock exchange can also be a mechanism which can measure as direct the symptoms of an impending economic boom or decline long before the predicted prosperity or decline actually occurs.
Literature suggest that the practices that have gradually metamorphosed into the stock exchange as it is known today took their roots from the bourgeoning trade  in agricultural and other commodities developing in some of the major European centers during the Middle Ages. It was the practice in these trade pairs for traders to gather at a place on appointed days to strike bargains on commodities. Trade was frequently conducted on credit terms and with time instrument such as bills of exchange and notes came to be in use as evidence of the credit and as instruments for effective settlement.
The first phase, during which exchanges in Europe appeared and set on their evolutionary process, began in the 12th and 13th centuries in Italian towns such as Lucca, Genoa, Florence, Venice, and Milan. The “exchange” began to be used first in Bruges, a Belgian town situated in Flanders, where Florentine, Venetian and Norwegian merchants used to hold periodical meeting called “de Beurse”. This was the name of the house in front of which they used to meet and which belong to a Partrician family named the Van de Beurses. After the decline of Bruges, the exchange facility was transferred to Antwerp where the first, separate building was build for the exchange in 1531.
In the second phase of exchange, development, which started in1531 and ended upon the foundation of the Amsterdam Exchange in 1631, exchanges, as organized institutions, started to expand all over Western Europe. In addition to securities, the first real merchandise began to appear as subject of trade.
The beginning of the period, in which modern exchanges emerge, goes back to the Amsterdam Exchange which started to apply technique of modern trades and exchange speculations, particularly in connection with the developments of new types of securities (shares and bonds). Hand in hand with the development of market-driven environment, a number of important exchange emerged, with the Berlin Exchange (established in1739), New York Exchange (1792), Corn Exchange in London (1745) and others among them.
In the 20th century, the importance of the local exchange was declining and the importance of large international exchanges was growing with data processing and computer technology progressing, an essential break was also taking place in the previous understanding and perception of exchange trades. In the course of the 1970s and 1980s, new financial instrument, derivatives, emerged as tool for the elimination of increased risks arising in connecting with the growing financial instability.
The stock exchange as described by Armstrong 1977, is “a market wherein to buy and sell the world’s capitalized values. It is the citadel of capital, the temple of values, the axle on which the whole financial structures of the capitalization system turns. It is the bazaar of human effort and endeavour the mart where man’s courage, ingenuity and labour are marketed”. The oldest stock exchanges in the world include those of Antwerp in Belgium (1531), followed by those of Frank (1585), Berlin (1739), Vienna(1771), London (1773), Philadelphia (1790) and New York (1792). The oldest in Africa are those of Cairo (1883) and Johnnesburg which came on-stream in 1887.

2.2.2 Origin of the Nigerian Capital Market 
The origin of the Nigerian capital market date back to colonial times when the British government ruling Nigeria then, sought funds for running the local administration. Most of these funds derived from agriculture, produce marketing and solid mineral miming. Discovering that these sources where inadequate to meet its growing financial obligations, the colonial administration decided to expand its revenue base by reforming the system of revenue mobilization, taxation and other payments. It also saw the need to raise funds from the public sector to establish a financial system by setting up the basis infrastructure for its take off pending the development of an organized private sector.
	According to Odife (2000), the first step in this direction was to secure the necessary finance for the development of this infrastructure and long-term capital projects. This it did in 1946 10-years plan local ordinance for the floatation of the first £300,000(N600,000), 3% government stock 1956/61 with its management vested on the Accountant-General.
	In 1957, the government and other securities (local trustees powers) Acts was enacted. This law specified the types of securities in which trust funds may be invested. It also clearly defined the powers and responsibilities of trustees. In addition, the colonial government set up the Professor Barback committee to examine the ways and means of fostering a share market in Nigeria. Part of the terms of reference of this committee included the possibility of establishing a capital in Nigeria. The committee recommended, among others, the establishment of rules regulating share transfer and measures for encouraging savings and issue of securities of the government and other organization.
	In 1958, the Central Bank of Nigeria was established through the Central Bank of Nigerian Act of 1958. The purpose of these various legislations was to establish the legal and infrastructural framework for the take off of a viable securities/capital market in Nigeria.  As a follow up to these laws, the colonial administration issue the first £2 million (N4 million) federation of Nigeria Development Loan stock in May 1959. In April 1960, the Central Bank of Nigeria issued the First Nigerian Treasury Bills which where meant to provide an avenue for the investment of short-term liquid funds in Nigeria and assist in providing government with funds pending receipt of its own revenues.
	The favourable report of the Barback committee led to the registration of a business name, “The Lagos Stock Exchange”, in March 1960. On 15th September, 1960, the Lagos Stock Exchange was incorporated as a private limited liability company, limited by guarantee under the provision of the Lagos Stock Exchange Act of 1960. On June 5th , 1961, the Lagos Stock Exchange opened for business with 19 listed securities made up of 3 equities, 6 Federal Government Bonds and 10 industrial loans, which worth N80 million. The initial list comprised in the first instance the first and second development stocks of the federation of Nigeria which were issued in1959 and 1961 and a few industrial securities (John Holt, Ordinary and Preference shares, Nigerian Ordinary and Nigerian Tobacco Company Ordinary) which were issued before 1960. A third category comprised the stocks of some British Companies already operating in Nigeria which were quoted on the London Stock Exchange.
In 1977, the name of the Lagos Stock Exchange was changed to the Nigerian Stock Exchange (NSE) by indigenization Decree 1977 following the recommendations of the industrial enterprises panel (Adeosun panel) of 1975 that branch exchange should be established. At present, there are eight(8) branches of the Nigerian Stock Exchange and each branch has a trading floor, some of them electronic. The head office in Lagos was opened in 1961, Kaduna 1978, Port Harcourt 1980, Kano 1989, Onitsha 1990, Ibadan 1990, Abuja Area Office 1999, Yola 2000 and Benin city 2004.
In 1966, the Borrowings by public Bodies Act was enacted. This was followed by the companies Decree in 1968 and the Banking Decree in1969. In 1993 the Capital Issues Commission Degree (CICD) was promulgated. The CICD thus because the apex of the Nigerian Capital Market. By this decree it was empowered to determine the price and timing of new issues of securities through offer for sale or for subscription. On April 1, 1978 the securities and Exchange Degree was promulgated to replace the capital issues commission and expand the scope of its activities following the recommendations of the Financial System Review Committee (Okigbo Committee) of 1976. This committee also recommended the establishment of multiple exchanges and the approval of share allotments by the Securities and Exchange Commission. On April 5, 1985, the second–tier securities market (SSM) of the NSE was established to cater for the capital requirements of small and medium scale enterprises. It essentially diluted the listing requirements of the category of companies to encourage them to seek quotation and thereby further broaden and deepen the market. In 1988, the functions of the Securities and Exchange Commission (SEC) were further expanded by Degree 29 of 1988 to include the review and approval of all mergers, acquisitions and combinations between or among companies.
In 1992, the chartered institutes of stock-brokers Decree was promulgated which granted the institute of stock-brokers powers to charter stock-brokers and dealers, conduct examination for brokers and generally oversee the conduct of its members in the interest of the orderly development of the capital market.
On July 29, 1992 the Central Securities Clearing system (CSCS) was incorporated as the official central clearing and depository of the Nigeria Stock Exchange. On March 19, 1996 the Federal government of Nigeria appointed the panel on the Review of the Nigeria Capital Market (The Odife panel). On June 17th, 1998, the Abuja Stock Exchange (ASE) was incorporated as a public limited liability company as the second bourse in Nigeria after the NSE. On May 2, 2001, the ASE began operations as a floorless electronically-driven exchange with a fully automated order-driven screen-based trading system. On august 8th the ASE was converted to the Abuja securities and Commodities Exchange (ASECE) by the federal government of Nigeria to undertake commodity market. On May 21, 2002 an Inter-Ministerial Technical Committee on the conversion of the Abuja Stock Exchange (ASE) to a Commodities Exchange was inaugurated. On Tuesday 25th July 2006, the ASCE PLC formerly begin trading operation with spot market transactions in agricultural commodities.
Since its inception, the Nigerian capital market has come a long way. It has increased. Considerably in its operations, which were computerized on April 14th, 1997 with the CSCS and the Automated Trading System (ATS) on April 27th, 1999 which involves on-line real-time trading. Dealers trade through a network of computers connected to a server, the ATS has facility for remote trading and surveillance. Consequently, many of the dealing members trade online from their offices in Lagos, Abuja Area Office, Kano Office, Port Harcourt, Yola, Ibadan and Benin branches of the exchange. 

2.2.3 Operations Of The Nigerian Capital Market
According to Yaroe (1999), the capital market operations are structures in three broad categories, the primary market, the secondary market and the derivatives market.
1. The Primary Market: This market is also called the issues market, because it deals with issue and sales of new securities. It is the market where the initial raising of capital takes place, as well as the execution of major divestment such as the privatization programme. 
Primary market operations are conducted through the following ways:
(i) Offer by subscription: A company may decide to offer its shares to the general public for additional capital. The proceeds accrued from this transaction are used by the company for the purposes as stated in its prospectus of offering.
(ii) Offer by introduction: A company that has met the listing requirement of the Exchange may get listed on the stock exchange by introduction without having gone through the process of offer for subscription.
(iii) Initial public offer: It implies the first time the issuing company is coming to the market to raise funds.
(iv) Right issues: This is an offer made to existing shareholders only, to buy additional shares of the company at a price usually lower than the current market price.
(v) Private placement: This is an arrangement where securities of a company are sold to selected prospective investors by the issuing house/stock-brokers handling the transactions in a private manner, instead of securities being offer to the general public.
(vi) Offer for sale: This is where existing owners will offer to the public its holding in a company e.g Government Privatization scheme, etc.
2. The Secondary Market: Existing instruments listed on the Daily Official List (DOL) of the Nigerian Stock Exchange represent this segment of the stock market. In this market, quoted or listed securities are traded daily on the trading floor of the Nigerian Stock Exchange (NSE) branches. Here clients orders to buy or sell through the dealing members of the stock exchange (stock brokers) are executed. Hence the service of a stock broker is necessarily required either to sell or purchase shares. The money realized goes to the shareholders, and not the company. No share certificate is required in present day operation. Contact notes are rather given as evidence of transaction.
There are four levels of secondary market, these are as follows:
a. Listed Organized Exchange: Where securities of public listed companies with a minimum level of capitalization and public holding are quoted. Most of the securities listed at this level are those of the large, well known and long established companies.
b. Over-The- Counter (OTC) Market: Which trades in securities that are not listed on any other exchange. Trading in this market is usually by computer, facsimile and telephone since there is no designated place for dealing in securities in this market. Most of the securities traded in this market are issued by small, largely unknown and new companies.
c. The market listed on recognized stock exchange but traded over the counter: Brokers who are not members of an organized stock exchange are active in this market. It is akin to a parallel market of the listed exchange.
d. Direct trading of securities between two parties with no brokers or intermediaries: This allows buyers and sellers of securities trade directly with each other.
3. The Derivative Market: This market does not trade on the issued securities but on the rights to title on the underlying securities or on the basis of the future title of the security. The only derivative presently being traded on the Nigeria Stock Exchange is right offer.

2.2.4 Participants in the Nigerian Capital Market
The major participants in the Nigerian capital market are given below:
1. Fund Provider: These are individual investors, institutional investors such as insurance companies, pension funds, unit and investment trusts, corporate bodies, collective investment scheme.
2. Fund Users: such as corporate bodies, The Federal Government, State Government, and Local Government. 
3. Financial Intermediaries: such as stock brokering firms, auditors, issuing houses, registrars, trustees, portfolio managers, underwriters, etc.
4. Regulators: such as Securities and Exchange Commission, The Nigerian Stock Exchange, The Central Bank of Nigeria, Federal ministry of finance etc.
Now, taking a cursory look at the financial intermediaries listed above:
i.	Stock brokers: They are middlemen between the providers and the users of capital. They stand between the sellers and buyers of registered securities making it possible for parties to raise their desire to buy or sell securities. They are a vital link in the capital market since they are dealing members of the Nigerian Stock Exchange.
ii. Auditors: These are existing auditors of the company, in their capacity as auditors, they provide historical perspective on the account of the company for inclusion in the prospectus.
iii. Issuing Houses: These are institutions whose primary responsibility is to take companies to the capital market to raise funds through primary issues. They provide advice on companies appropriate level and composition of their capital structures. They determine the appropriate timing of securities issuers in order to obtain favourable investors response.
iv. Registrars: Are institutions mandated by companies whose securities have been sold to the investing public to keep comprehensive registers of their security holders-equity shareholders, bondholders and debenture holders.
v. Trustees: These are institutions, either banks or insurance companies or other companies licenced to perform the functions of protecting the interest of investors in debt securities or in unit and investment trust schemes or any other collective investment scheme approve by the security and exchange commission (SEC).
vi. Portfolio Managers: These are institutions registered by the statutory regulatory agency to manage the portfolio of clients. They receive funds from their clients and invest some in securities that will yields the highest possible returns with the lowest possible risks for clients and receive a fee for their services.
vii. Underwriters: These are institutions that undertake to sell stock on behalf of companies in the primary market.
Now, a look at the Regulatory Agencies of the Nigerian capital market.
i. The Securities and Exchange Commission (SEC): This is the apex institution of the Nigerian capital market formerly known as the capital issues committee. It was set up under the security and exchange decree of 1979, effective 1st April, 1978 principally to protect the interest of investors and to oversee the even and orderly development of the capital market. According to SEC, the commission was set up to perform two broad functions; Regulatory and Development, its functions include the determination of the amount of securities of any company that are to be sold as well as when and for how long, supervising the securities market and the stock exchange, the audit of the books of all companies that are directly or indirectly involved in the securities business etc. The Decree was amended in 1988. In 1996, another panel headed by Chief Dennis Odife was established with comprehensive terms of reference to review the Nigerian capital market. The acceptance of the recommendations of this panel led to the enactment of the Investment and Securities Act (ISA) No 45 of 1999 which is the current and main legal instrument that empowers the securities and exchange commission (SEC) to regulate the Nigerian capital market.
ii. The Nigerian Stock Exchange (NSE):A stock exchange is the hub of the capital market, it is the place where investors can easily through brokers, buy and sell securities, therefore providing easy marketability of securities and greater liquidity in the market. The NSE was incorporated on September 15th, 1961 and commenced business on June 5, 1961. Its primary function is to support the capital raising process by providing the best quality, most efficient, most cost effective market place for the trading of financial instruments. It serves a broad communication arena for its constituencies and the dual role of over seeing the markets and their member firm participation and on the other hand, self regulatory itself. The Exchange  has a national council with a president responsible for policy issues. The day-to-day management is vested in the Director-General and his team of executives. The stock exchange operates in a branch network of eight branches located at Kaduna, Port Harcout, Kano, Onitsha, Ibadan, Abuja Area Office, Yolk Benin, and the head office branch, Lagos.
iii. Central Bank of Nigeria (CBN): The central Bank issues guidelines for the operations of financial institutions. It also formulates a country’s monetary policies, acts as banker and financial adviser to the federal government and manages the country’s foreign reserves, in collaboration with the federal ministry of finance. The Exchange is required to submit quarterly reports to the governor of the central bank for onward transmission to the ministry of finance. The CBN also has the right to deal in any stock issued by or onbelf of the federation of Nigeria, whether such stocks are quoted or not.
iv. Federal Ministry of Finance: The ministry of finance regulates the financial system in conjunction with the central bank of Nigeria. Its functions include the administration of the country’s exchange control regulations, approving banking licenses and managing Nigeria’s Foreign reserves in consultation with the central bank of Nigeria. The Exchange is required to submit quarterly report to the minister of finance through the Governor of the C.B.N. The Exchange is also obliged to formally notify the Minister of finance of the reason for rejecting the application for membership submitted by an individual.

2.3 THE ROLES OF THE NIGERIAN CAPITAL MARKET
	The capital market performs a lot of roles in the growth and development of an economy. Some of those roles are listed below:
i. Providing a means of raising long-term finance to assist  companies to expand and modernize.
ii. Providing a means of allocating the nation’s real and financial resources between various industries and companies.
iii. Acting as a reliable medium for broadening the ownership base of erstwhile family dominated forms (NSE 1990).
iv. Encouraging inflow of foreign capital when foreign companies or investors invest in domestic securities. 
v. Providing liquidity for investment funds from the standpoint of the individual and the economy. 
vi. Providing needed seed money for venture capital development which often serves as a vehicle for industrial growth and development (SEC, Abuja, 2006). 
vii. Providing an avenue for marketing of securities in order to raise fresh funds for expansion. 
viii. Providing the opportunities for government to finance economic development-oriented project. 

2.4	REVIEW OF THE PERFORMANCE OF THE NIGERIAN CAPITAL MARKET
	A review of the performance of the Nigerian capital market will obviously highlight the stock market indicators: 
i.	New Issues: 
This contribute to the stock of capital in an economy and invariably to economic growth. The size of the new issues market is a major source of funds for the acquisition of fixed assets in the economy. 
The increasing awareness and utilization of the Nigerian capital market by many corporate entities and government in the last 25 years have boosted new issues activities. A possible reason could be the low cost of raising funds in the capital market in comparism to the money market (banks). The cost of raising funds in the capital market is usually below 10% while that of the money market has been fluctuating and rose as high as 35% a few years ago. Annual total new issues before 1989 was below N1 billion. From 1989-1996, it hovered between N 1billion-N10 billion. From 1997, it crossed the N10 billion mark, as at 2003, the figure was over N180 billion, it rose to N730.54 billion in 2005. With the minimum of N25 billion recapitalization for banks, majority of banks had to resort to the capital market for fresh capital. A total of N372.5 billion fresh funds was raised by banks in 2005 out of which N136.4 billion was allotted as at December 2005.
In 2006, the exchange considered and approved 69 applications for new issues and mergers and acquisitions valued at N1.65 trillion, as against 52 applications or new issues valued at N730.54 billion in 2005. The non-bank corporate issues accounted for 25% of the new issues approved in 2006, with 48 applications valued at N419.01 billion, while the banking sector accounted for 43% with 18 applications valued at N703.51 billion. The federal government bond issue accounted for N527.41 billion or 32% of the total amount approved during the year (The NSE Annual Reports and Accounts 2006). 
In 2007, the Exchange considered and approved 65 applications for new issues, including mergers and acquisitions, valued at N2.4 trillion or 10.5% of GDP, as against 69 applications for new issues valued or N1.65 trillion in 2006. The banking sector accounted for 66.1% in volume with 19 applications valued at N1.6 trillion while the non-bank corporate issues accounted for 12.25% of the new issues approved in 2007, with 39 applications valued at N294.12 billion. Government bond issue accounted for N520.01 billion or 21.7% of the total amount approved during the year (The NSE Annual Reports and Accounts 2007). 

ii.	Market Capitalization
This is the overall market value of all listed securities on the exchange. The total market capitalization before 1988 was below N10 billion. From 1988 – 1996 it was between N10 billion - N285.6 billion and then from 1996 – 2000 it ranges between N285.6 billion – N478.6 billion. As at 2001, it reached over N662.5 billion, N763.9 billion in 2002, N1.3 trillion in 2003, N2.1 trillion in 2004, N2.9 trillion in 2005, N5.12 trillion in 2006 and N13.295 trillion in 2007. 

iii.	Stock Index: 
This is basically the aggregation of all the price gains and losses by all the listed companies on a given date. The Nigerian Stock Exchange all share index with its base point of 160 in 1984 has grown tremendously over the years. It grew from 127.3 points in 1985 to 513.8 points in 1990, then to 8111.01 in 2000, 10,963.11 in 2001, 12,137.72 in 2002, and 20,128.94 in 2003. It then grew further to 23,844.45 points in 2004, 24,085.76 in 2005, 33,189.30 in 2006 and reaching 57,990.25 points in 2007. In terms of percentage change, it rose from its base year by 27.3% in 1985 to 28.7% in 1986 only to fall to 16.5% in 1987. Thereafter, it was an upward swing; rising to 57.9% in 1990, it experienced a downward trend from 1990 to 1993, there was a brief rise from 1993 to 1995, in fact 1995 had he highest ever recorded percentage rise of 130.9%. The percentage change began to fall to the point of recording negative values in three subsequent years 1997 – 1999, thereafter, it began to rise again. As at 2002, it was 10.76% and increases to 65.8% in 2003 then it decreases to 18.5% in 2004. This decrease in percentage within the period of 2003 to 2004, reflect the difficult economic environment quoted companies operated in during the year. It further decreases to 1.01% in 2005, and then began to rise again to 37.8% in 2006 and 74.75% in 2007. 
iv.	Trading Value 
In analyzing the value of transaction on the Nigerian Stock Exchange (NSE), it was observed that from 1961 – 1990, government stocks dominated trading value with a percent range between 58.91 – 99.5, then, industrial securities began to dominate. In terms of the overall value, the annual value of transactions on the exchange was below N100 million from 1961 – 1975, from 1976 to 1994, the annual value was between N100 million and N600 million. From 1995, the value crossed the N1 billion mark, reaching N225.8 billion in 2004. Trading value was N262.9 billion in 2005, 470.25 billion in 2006 and then to N2.1 trillion in 2007 respectively. 

v.	The Turnover Ratio 
This reveals the volume of activities undertaken by a country. The turnover ratio of transactions on the Nigerian Stock Exchange has not been impressive over the years. In 1980, it was at 11.5%, except for the year 1984, 1986, 1989, and 1992 where it experienced a little rise, it remained dismal up to 2003 at 8.9%, the turnover ratio however rose to 11.6% in 2004 and to 12.42% in 2005. The Exchange then achieved an upturn, rising from 14.70% in 2006 to 28.21% in 2007 respectively. 

vi.	Number of Listed Securities
The number of securities listed on the Nigerian Stock Exchange has recorded an appreciable increase over the years. The total number of securities increased from 8 in 1961 to 60 in 1971, 194 in 1981, 239 in 1991 and 261 in 2001, an increase of 650%, 223.3%, 23.2% and 9.2% respectively over the ten year span of comparison, the figure increased further to 288 in 2005, 293 in 2006 and 309 in 2007. Increased security listing indicates that more companies have become public with the attendant positive contributions.    

2.5 THE CONTRIBUTIONS OF THE CAPITAL MARKET TO ECONOMIC GROWTH IN NIGERIA 
Economic growth is the increase in the value of goods and services produced by an economy, it is conventionally measured as the percentage rate of increase in real Gross Domestic Product (GDP). The real GDP per capital of an economy is often used as an indicator of the average standard of living of individuals in that economy and is a proxy for measuring economic growth. As such the impact on capital market activities on economic growth in Nigeria lies in its contribution to GDP.
The Nigerian Capital Market has grown tremendously since its inception in 1961, particularly between 1972 and 1978, thanks to various government measures to foster its growth. The most significant of these measures were the indiginization exercise carried out through the Nigerian Enterprises Promotion Acts of 1972 and 1977. These Act tripled the number of listed securities and shareholders in the Nigerian Stock Market. The phenomenon, globalization and a single world market mean different things to different people. In serious countries it is about enhancing their local enterprises such that they can be seen on the driver’s seat of the emerging competitive and rapidly changing world. In this way, they can ensure that their people will not be the hewers of wood, the drawers of water, onlookers and only consumers in the emerging world trend. 
Empirical studies conducted by staff of international agencies such as the World Bank and the International Finance Corporation (IFC) linked development of an economy to its capital market development. For instance, in the research conducted by Ross Levin of the World Bank, a ranking of 38 countries (Nigeria inclusive) showed that countries that had relatively liquid stock markets in 1976 tended to grow much faster over an 18 year period then countries with less liquid stock markets. 
Furthermore, the capital market is very essential to the growth, development and strength of any country. It supports government and corporate initiatives, finances the exploitation of new ideas and facilities the management of financial risk. This is why the capital market must receive more attention as reforms are continually carried out in an economy. 
Some contributions of the Nigerian capital market to socio-economic growth and development of the country are: 
i. Encouraging Savings Culture and Development of Small and Medium Scale Enterprise (SMEs) through Collective Investment Schemes (CIS): Collective Investment Schemes include Unit Trusts, Real Estate Investment Trusts, Venture Capital, Pension Funds etc. These are becoming increasingly popular around the world. There is no gainsaying that collective investment funds hold substantial investible capital, pooled from a large mass of contributors. A large proportion of the funds held are usually invested in varied capital market instruments (debt and equity). Some of the contributions of CIS are that they foster the economic growth and development of the communities where they are established, promote capital formation and encourage economic development. In addition, they also foster an improved flow of foreign direct investment, enhance free flow of information, promote public participation and enhance the liquidity of the market. 
ii. Financing of Government Socio-economic Infrastructural Projects: Some state governments, the last five years, have gone to the market to source for funds to finance their developmental projects. These states had different purposes. For example, Yobe State raised N2.5 billion in 2001, to finance urban roads, houses and drainage improvement, Ekiti State raised N4 billion in 2002, to finance the construction and rehabilitation of some of its urban and rural roads, establishment of palm plantations, rural electricity and expansion of water projects; Lagos State raised N15 billion in 2003 to refinance short term facilities obtained from banks to fund developmental project. Others include Cross River State, which raised N4 billion to upgrade and expand Obudu Ranch Resort; Akwa-Ibon State raised N6 billion to finance infrastructural development, Delta State raised N5 billion to finance market, health care, water and education and Edo State raise N1 billion to finance development Ogba Riverside Housing Estate. There is no doubt that these projects, which are mainly targeted at infrastructure, will further accelerate the socio-development of their states. 
iii. Attracting Foreign Investment: To attract the free flow of foreign investment into the country, the federal government early in 1999, reviewed some of the foreign investment regulations that were considered as impediment to free flow of foreign investment in the country. The measures taken include the repeal of the Exchange Control Act 1962 and the Nigerian Enterprises Promotion Decree of 1989, for example in 1995 the SEC organized a national conference centered on attracting foreign investment into Nigeria. Since then, there has been tremendous improvement in the free flow of foreign investment into the country. For instance, United Bank for Africa (UBA) Plc has already issued a Global Depositing Receipt to expand its operations and as a result of ongoing privatization exercise through the capital market, a lot of foreign capital has been pumped into the economy. 
iv. Privatization of State Owned Enterprises (SOEs): In the late 1980s as part of the implementation of the Structural Adjustment Programme (SAP), the privatization of state owned enterprises began. This exercise was in phases. The first phase listed between 1989 and 1993; while the second phase is between 1999 to date. Among the state owned enterprises slated for privatization in the second phase are NITEL, NEPA and four refineries. A total number of 45 SOEs were privatized between 1989 and 2001. 30 were through share floatation, 9 were both share floatation and core investor, 2 were through private placement to staff and 4 were through core investor only. Some of the benefits derived from these privatization are that the capital market provides credibility and transparency to the privatization exercise and it gives visibility and prestige to the privatized entities as it attracts mass participation. In addition, privatization through the capital market has also impacted greatly on the various capital market indices such as number of listings, market capitalization, all share index, market turnover and liquidity. 
v. Debt Rescheduling: In rescheduling of the nation’s debt obligations, the important role of the capital market must not be left out. For example, the federal government issue the N150 billion bond in branches. One of the objectives was to raise funds from the public, while another is to finance the accumulated domestic debts. This has the tendency of stimulating economic growth and stability, issuance of bonds can also be used by the government to finance its budget deficits. 
  

2.6 PROBLEMS OF CAPITAL MARKET DEVELOPMENT IN NIGERIA 
From the foregoing discussion, it is obvious that the capital market in Nigeria is still emergent. These are problems militating against the rapid development of the Nigerian market and some major factors are responsible for this state of affairs: 
i. The Unstable Macro-Economic Environment: This macro-economic environment in Nigeria has remained unstable and unpredictable for several years from arising the incessant and often violent change in the machinery of government. The net results has been high but dropping inflation, foreign exchange rate depreciation, loss in the value of returns on investment. Other manifestations of the unstable economic environments include the poor quality and high cost of financial services including the poor breadth of these services. 
ii. Inadequate Access to Information: Operators in the capital market and investors often find it difficult to obtain information about investment opportunities and corporate bodies whose securities are listed on the market. As a result investment decision making becomes extremely hazardous in the Nigerian market. 
iii. Paucity of Market Makers: There has not been any market makers on the Nigerian Capital Market until recently, about 2006, when the Debt Management Office (DMO) appointed a few issuing houses and recapitalized banks to act as market makers in the secondary market for sovereign debts. The absence of market makers arises from the poor capitalization of market operators (i.e. broker/dealers and issuing houses), which makes it difficult for them to assume risks that could erode their shareholders funds. Without market makers the capital market remains small and uncompetitive. 
iv. Price Determination: For a stock market to perform the functions for which it was established and justify its reason d’ etre, it must be efficient in its operational character. Specifically, that raison d’ etre relates to its role in determining stock prices to reflect intrinsic values vis-à-vis the automatic interpretation of the complete body of publicly available information about the security issuer’s past performance and future prospects. Thus, in an efficient market, information must be freely available to rational, profit-optimizing investors; stock prices must be so fairly valued that the average investors will receive an average return because the market will be an efficient price of earnings potential and risk. The determination of the pricer is the function of an unencumbered, freely operational market. 
v. Religions Beliefs: Religious injunctions to which many Nigerian investors are increasingly deferring to as against the more liberal western investors, have had the tendency to make market making in certain stocks very difficult indeed. The three most affected are alcoholic beverage, tobacco and pork meat processing industry stock. The Bible, for instance says “wine is a mocker, strong drink is raging and whosoever is deceived thereby is not wise” (Prov. 20:1). Also the Quran admonishes Muslim as follows: “in wine and gambling is great sin, and some profit for men but the sin is greater than the profit (Quran 2:219). Hence, for deeply religious investors, investing in the stock market is to be discouraged. As the argument goes, it is only in the stock market that organized gambling takes place legitimately. 
vi. Inhibited Foreign Capital Inflow: Foreign capital for investment purpose had been discouraged from flowing into the capital market due to bureaucracies, poor infrastructural facilities, epileptic energy supply, poor telecommunication network and insecurity of life and property. All these created a high cost investment environment. 

2.7 RECENT DEVELOPMENTS TOWARDS AN EFFECTIVE STOCK MARKET IN NIGERIA
The Nigerian Stock Market has witnessed a lot of development since its inception. Some of the developments targeted towards an efficient stock market are outlined below: 
i. The Automated Trading System: In 1997, the Nigerian Stock Exchange was facing a great challenge of the ever growing volume of transactions on one hand and ensuring the transparency in transaction on the other. The need for an efficient market place, where price determination is effective and transparent, became of increasing concern. The call-over system had by then been overstretched. As a result, the Automated Trading System was introduced. The Automated Trading System (ATS) is one of the most outstanding innovations of the securities market in Nigeria. It works on the queuing system where all brokers have equal access to information available for purchase or sale of securities. This system has led to price discovery where prices of securities are transparently determined by taking into cognizance the conventional factors used globally in determining prices of securities e.g. demand and supply. The Automated Trading System is efficiently interfaced with the Automated Clearing Depository and settlement system of the CSCS. This has facilitated a T+3 (transaction day + 3 days) settlement cycle. This means that clients now have access to their investment within four days of transaction period. This is well above the emerging market standard of T + 5 transaction cycle.
ii. The Central Securities Clearing System (CSCS):  To achieve the gain of the ATS, The Nigerian Stock Exchange (NSE) commissioned the CSCS in 1997 as a subsidiary. It commenced full operations on April 19th, 1999. The CSCS interfaced with the ATS and automatically receives data relating to trades as they occur for settlement. The CSCS is also responsible for dematerialization of share certificates of quoted companies into the central depository. This has created an atmosphere of easy handling of securities during transactions and also eliminated loss of these certificates through theft, fore or other hazards on the part of the investor. 
iii. On-Line Trading: The advent of the ATS created a greater challenge to the Nigerian Stock Exchange initially; there was the need to harmonize securities trading nationwide. It was this that led to the linkage of some branches of the exchange that had large daily transaction to the central server at the customs house, Lagos, Abuja, Kano, Yola and Port Harcourt branches are now fully integrated to the main trading platform. 
iv. Remote Trading: As part of its resolve to create an efficient market, the NSE in late 2004, introduced remote trading. This is a system where brokers trade from the comfort of their offices. Their computers are connected to the main trading machine through one of the safest connection device fibre optics. This efficient system does not allow for information to filter to unauthorized users. It guarantees safe delivery of data from the main frame of the trading machine to the computers in the offices of these brokers. 
v. The Trade Alert: This is a means of protecting the securities market against ever increasing threats from fraudsters. This device is a novelty as the NSE is the first to introduce it as a checking device. The Trade Alert, when subscribed to by an investor, sends a notice on the investors mobile cell-phone indicating elaborately all transactions taking place in his account at the CSCS. The objective of the trade alert include, among others stopping unauthorized trades before they happen. 
 
2.8 INTERNATIONAL COMPARISON OF THE NIGERIAN STOCK MARKET
In assessing the size of the stock market within an economy, the value of its market capitalization is compared with the economy’s GDP. In some countries, the size of market capitalization is larger than that of the GDP. Comparing Nigeria’s performance with that of some emerging developing countries one can see sharp differences. For instance in 1989, Taiwan’s market capitalization was 160.5% of its GDP. In 1991, Malaysia’s rate was 76.8%, while that of Chile in 1992 was 78.3%. The highest performance Nigeria ever recorded was in 2005, with N2,900.1 billion representing 27.4% of the GDP. However, the trend seems encouraging from the figures of year 2000. 
In terms of trading volume and value, in 1992, Nigeria with (US$0.023 billion) was among the least active markets by trading value compared to some countries like Taiwan, Japan and South Korea whose values were US$22241 billion, US$63.3 billion and US$116.1 billion respectively. 
In Nigeria, the equity turnover is less then 1% compared to more active markets like Korea where the equity turnover ratio at the end of 1992 was 12.4%, Taiwan 7.4% and 6.4% in Thailand. The Nigeria situation is influenced by the ‘buy and hold’ attitude of Nigerians and the significant block shareholdings of foreign investors. 
According to the Director-General of the Nigerian Stock Exchange, Professor Ndi Okereke-Onyinke, who was speaking on Friday during the capital market day at this year’s (2009) convention of the Association of Nigerian Physicians in the Americas (ANPA), in Abuja said the Nigerian stock market has been recovery at a very fast rate compared to other market globally. She said, “until the market downturn, we have always outperformed many developed market in the area of Return on Investment (ROI) in dollar terms as adjudged by the International Finance Corporation and the standard and four’s and other rating agency. We, however, feel cheated because this growth is measured in dollars, and while they use the official rate to measure other markets, especially in developed economies, they use the market rate of the dollar to measure the Nigerian market, and we all know how volatile the market rates are”. She said inspite of this obvious disadvantage, the Nigerian Stock Exchange (NSE) was still among the top five stock markets in the global performance index. “As at today, we are number two in the globe as markets in most developed economics are yet to fully rebound. Our market would sustain this high performance”, she stated. 

2.9 PROSPECTS OF THE NIGERIAN CAPITAL MARKET 
The prospect of the Nigerian Capital Market is very bright. It has, among others, the potential to attract more foreign capital into the economy. In 2003, the Nigerian Stock Market was adjudged by the International Finance Corporation (IFC) as one of the most rewarding in terms of return on investment. A capital market that is perceived by foreign investors as vibrant, well regulated and rewarding in terms of return on investment would easily attract foreign participant. 
To attract more foreign capital there is need to improve on the market indicators, an improvement in the market float, the volume of trading and market liquidity etc. would go a long way in arriving at better market indicators when compared on a global basis. The pension and other responses in the economy also offer very bright prospects. The Nigerian Stock Market has the capacity to continue to provide avenues for government and corporate entities to effect optional financing and capital base broadening. Such sound financial services will no doubt serve as hedge against the vagaries of business and economic cycles which have in recent times shaken the basic fabrics of our national economy. 
The stock market as the citadel of the private sector is a network of institutions that can render financial services capable of revamping a nation’s economy. For it to render such services with optimal efficiency however, the assistance of government is needed in the area of fiscal policies and provision of efficient infrastructure, telecommunication and investment incentives.
   
2.10 APPROACH OF RAISING FUND IN THE CAPITAL MARKET 
The need to raise long-term finance/funding might arise in any enterprise or corporate body. Ready options include either to access the loaning facilities of banks and other financial institutions or to fall to the capital market. However, the capital market has been proven to be a cheaper medium for raising long-term funds compared to bank borrowings. To this end, many fund users resort to the capital market. 
According to Dr. F. N. Chukwujama, the Managing Director of Unex Securities and Investment Ltd, (Member of the Nigeria Stock Exchange) the corporations approach to raising funds in he capital market through issuance of equity securities involve the following: 
2.10.1 Engaging the Services of An Issuing House 
Engagement of an issuing house is the first major step a company takes when trying to raise funds from/ through the capital market. A vital vote of the issuing house is to assist the company in seeking SEC’s registration of the issue and also to engage the services of other advisers who will collectively be parties to the issue. The issuing house also ensures that the company complies with all statutory and documentary requirements of the SEC, and also fixes the price for the securities and determines the timing of the offer. 

2.10.2 Requirements of the SEC
Before any security can be issued to the public it must be registered with the SEC. The SEC is a federal agency whose responsibility among other things, is to ensure that investors are provided with adequate information about the company and to prevent fraud in the sales of new securities. 
Upon viewing the registration application sent by the Issuing House, if the SEC feels that they registration documents have some material deficiencies such as omission or misrepresentation, it can postpone the registration process until sufficient and adequate information is provided. 
Alternatively, where it is not convinced with the company’s documents filed by the Issuing House, it could place a stop order on the sale of securities. The lists of documentary requirements by SEC include the following: 
i.	Certificate of incorporation 
ii. Evidence of conversion to Plc 
iii. Memorandum and articles of association 
iv. Board resolution 
v. 3 or 5 years audited accounts (new company)
vi. Interim accounts    
vii. Statement of reporting accountants 
viii. Statement of adjustments
ix. Underwriting agreement 
x. Letters of consent from parties 
xi. Detailed application (2 copies)
xii. Abridged application (15 copies)
xiii. Estimated cost of issue 
xiv. Any other documents 
xv. Draft prospectus of the offer. 

2.10.3  The Nigeria Stock Exchange (NSE) Requirements
Just as the Issuing House in responsible to the company in terms of meeting the requirements of SEC, the stockbrokers to the issue are responsible to the company with respect to its application to the Nigerian Stock Exchange. 
The primary function of the stockbroker to the issue is to ensure that the company complies with all the documentary requirements of the Nigerian Stock Exchange and that these documents are properly submitted to the Quotations Committee of the NSE. Where the NSE is satisfied with the documentary evidence and the reasons for the application of the funds of which the securities would be issued, it would give is approval by issuance of a “Certificate of Exemption”. Without the Certificate of Exemption, the insurance process cannot proceed any further. Before the Nigerian Stock Exchange approves of the company’s application, the following documentary requirements must be met. 

i.	Application/listing fees 
ii. Certificate of incorporation
iii. Evidence of conversion to Plc 
iv. Memorandum and articles of association 
v. Board resolution 
vi. Shareholders resolution 
vii. 3 – 5 years audited accounts (new company)
viii. Interim accounts 
ix. Profit/dividend forecast
x. Statement of reporting accountings 
xi. Statement of adjustments 
xii. Proposed time table 
xiii. Letter of consent form parties 
xiv. Detailed application (2 copies) 
xv. Abridged application (15 copies)
xvi. Draft particulars 
xvii. Estimated cost of issue 
xviii. Updated list of receiving agents 
2.10.4 All Parties Meeting
While the application for the SEC’s registration and the Nigerian Stock Exchange’s approval is review, the Issuing House could call for “an all parties meeting” in which all the parties and officials of the company must be present, by inviting all the specialists concerned with the issue. The essence of this meeting is to clearly define and agree on the roles to the played by the respective parties. It also provides opportunity for the issuing house to initiate the parties with the strategy for the issue. After the “all parties meeting”, the issuing house would prepare the time-table for the issue. It is important to note that throughout this period no public announcement of the offer is allowed. 

2.10.5 Completion Board Meeting 
The completion board meeting, as the name implies is the cost and final meeting of all parties to the issue. Before the completion board meeting takes place, the issue must have been registered with SEC and the NSE must have approved it. 
This meeting is very significant for two reasons: 
i.	It is at this meeting that all documents pertaining to the issue are signed and dated by all parties to the issue. 
ii.	It is at this meeting also that the first formal announcement of the proposed offer take place. 
After the completion board meeting, the signed prospectus and other documents must be registered with the SEC within two working days. Thereafter, the prospectus can be formally distributed, thus signifying that the offer is now for public subscription. 

2.10.6 Offer Open to the Public 
Once the offer is made to public, it remains open for a period of six to eight weeks. In some cases, SEC could grant an extension at the request of the Issuing House, within the period that the offer is open to the public, interested subscribers could receive the offer prospectus from the Receiving Agent usually stockbrokers, the Issuing House and Banks to purchase their shares.

2.10.7 Offer Closure 
Once the offer is closed, SEC usually allows a period of approximately six weeks to enable the Receiving Agents Registrars and Issuing House to make their returns, reconcile their books and compile the allotment proposal. The Issuing House is expected to submit the allotment proposal to the SEC for clearance not later than six weeks after the stipulated closing date of the offer. Thereafter, the Issuing House makes returns to the company. 
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CHAPTER THREE
RESEARCH METHODOLOGY 
3.1 INTRODUCTION 
This chapter highlights the population of the study, the research, instrument, the sources of data collection, data analysis techniques, statistical test employed to test the stated hypothesis as well as the decision rule obtain applicable statistical test. 
 
3.2 RESEARCH DESIGN 
A research design basically is a conceptualization of the research methodology (Izedonmi, 2008). It is concerned with the techniques used in the gathering of data for a research study. It encompasses the sources of data collection. The population of study, the sample size as well as the data analysis techniques.  



3.3 METHOD OF DATA COLLECTION AND SOURCES 
For the purpose of the study both primary and secondary data are going to be employed. Most of the data are computed by government agencies such as Federal Office of Statistics (FOS), Central Bank of Nigeria (CBN) and other allied organization such as economics and financial review, Central Bank Bullion, Central Bank Brief published and unpublished works of independent bodies commissions, individual and private organization. 
Information are also gathered from different text books which are related to this study. An annual data covering the period of 1980 to 2008 are used. 
 
3.4 THE POPULATION OF THE STUDY
The population of the study is the group of elements, people, items or other variable with the same characteristics and interest that the research studied (Obazee and Abraham 2003). The population of this study is made up of all companies quoted on the floor of the Nigerian Stock Exchange market. 
 
3.5 THE SAMPLE SIZE
A sample size is the proportion of a population selected representatively which data would be sourced to analyze in the study with a view to making inferences about the population (Obazee and Abraham 2003). The sample size of the study is restricted to three companies in Benin City. 
 
3.6 METHOD OF DATA ANALYSIS 
In the estimation of the model that had been specified in above, the study adopts the Ordinary Least Squares technique to estimate the model above. 
The R-2 and f-statistic will be used to test the overall significance of the model while the student test will be adopted to test the empirical validity of the individual variables. 

3.7 MODEL SPECIFICATION 
The following variables considering relevant in the specification of the model examining the impact of market capitalization, value of transaction, new issue and Gross Domestic Product in Nigeria. 
GDP		=	Gross Domestic Product
MCAP	=	Market capitalization 
VATRA	=	Value of transaction 
NEWISS	=	New issue 
FDI		=	Foreign Direct Investment 
In order to adequately capture and empirically estimate the fundamentally features in this study, a single equation econometric model is specified. By definition, a single equation econometric model is one that seek to explain change in the variations in the value of change in other variables called independent or explanatory variations. The assumption is that the dependent variables and a stochastic disturbance term. 
The functional form of the model is thus: 
GDP	= f(NEWISS, MCAP, TVAL, LSEC) 
The empirical form is thus 
GDP = 0 + 1 NEWISS + 2 MCAP + 3TVAL + 4LSEC + Ut
A prior expectation 
1 > 0, 2 > 0, 3 > 0, and 4 > 0 (positive) 
In this model, GDP is the dependent variable, while NEWISS, MCAP, TVAL, and LSEC are the explanatory variables Ut is the Stochestic error term and 0, 1, 2, 3, 4 are the unknown parameters estimate. 
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CHAPTER FOUR 
PRESENTATION OF REGRESSION RESULT 
4.1 INTRODUCTION 
This chapter deals with the presentation and analysis of empirical results obtained from the estimation exercise. In the model, GDP was stated as determined by NEWISS, MCAP, VATRA and TLNS. 
The data used cover the Nigeria economy from 1981 to 2008 and the data used was obtained from the Central Bank Statistical Bulletin of 2008. The dependent variable includes NEWISS, MCAP, VATRA and TNLS. The model was estimated using the ordinary least square estimation with the aid of SPSS software. 



TABLE 4.1: PRESENTATION OF OLS RESULT 
	DEPENDENT VARIABLE 
	INDEPENDENT VARIABLE 
	COEFFICIENT 
	STANDARD ERRORS 
	T-RATIO 

	
GDP
	NEWISS 
	0.15820
	0.042971
	3.6815

	
	MCAP
	0.50009
	0.0093627
	5.3413

	
	VATRA
	0.026964
	0.022129
	1.2185

	
	TLNS
	1042.1
	46.5953
	22.3658




R2 = 0.88225, =0.86753, F-stat (3,24) =59.9387, D.W = 2.1830
A close examination of the results in table 4.1 above shows that, the independent variables (NEWISS MCAP VATRA TLNS) explained about 86.75% of the systematic variation in GDP, while about 13.24% is left unexplained by the model but was attributed to the stochastic disturbance term. The above result shows a very good fit. 
The f-statistics value of 59.93 shows that the model is statistically significant even at the 1 percent level of significance, because the f-cal value of 59.93 was greater than the f-critical value of 2.80 and 4.26 at the 5% and 1% respectively. 
The overall credibility of the estimates of the parameter of the model, show the absence of first order serial autocorrelation as shown by the D.W. statistic (2.1830) in table 4.1 above. 
Applying the t-test of individual significance of the variables, the coefficient of NEWISS, MCAP and TLNS passed the t-test of statistical significance at the 5 percent level of significance, while the coefficient of VATRA did not pass the test of significant even at the 10 percent level of significant as the t-calculated of 1.2185 was lesser than the critical value of 1.319. 
The economic criteria pertaining to the apriori signs, all the coefficient of the exogenous variable conform to the apriori expectation by bearing the required positive signs. 
In conclusion, from the results we find out that a unit change in NEWISS, MCAP, VATRA and TLNS will result to a change/increase in the GAP as shown in the various magnitude of the coefficient of 0.15820, 0.05009, 0.26964 and 1042.1 respectively. 
    
4.2 POLICY IMPLICATION OF EMPIRICAL FINDINGS   
The policy implications of this research findings are quite obvious. The total value of New Issues (NEWISS) and Market Capitalization (MCAP) have impacted positively and significantly on the Gross Domestic Product (GDP) in the result obtained. The implication of this is that the total value of New Issues (NEWISS) and Market Capitalization (MCAP) are a very strong sectors that determines Gross Domestic Product (GDP) and need to be taken seriously. Thus any effect in Market Capitalization (MCAP) will directly affect the economy. So Government should make sure that Market Capitalization is properly managed in order to achieve economic growth. 
However, other variable like Value of Transactions (VAIN) did not play a significant role in the regression, hence it was left out. 
Conclusively, it is clear that the New Issues (NEWISS) and the Market Capitalization (MCAP) contributes greatly to the Gross Domestic Product and all attention should be placed on these two variables as a factor of significance. 


CHAPTER FIVE 
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY OF FINDINGS 
As reveals in the ordinary least square (OLS) regression, it shows that the Nigeria Capital Market still enhances the level of investment both in private and public sector in Nigeria despite challenges faced by it in recent time i.e. global economy meltdown among others. It was also reveals that value of transaction, new issues, market capitalization and TLNS has positive relationship with the GDP hence contribute to the level of investment in Nigeria. 

5.2	CONCLUSION
We have in the course of this research project work examined the growth and current state of the Nigeria Capital Market in this 21st century. The tremendous advances recorded in the 20th century are no doubt indicative of future prospects, which will translate into bigger challenges in the years ahead. However, information explosion recorded has made Internet trading in securities possible all over the world. 
While the Nigerian Capital Market has no doubt recorded significant growth since its inception, a lot still remains to be done in the areas of creating public awareness. Similarly, a lot is still required in the area of improving the operational efficiency, enhancing the depth and breadth of the market and building regulatory capacity. These are required to appropriately position the market to face the challenges ahead.  

5.3	RECOMMENDATIONS 
1. The Securities and Exchange Commission (SEC) which is the apex body that regulates and develop the capital market should be empowered financially. That will enable it to promote new markets including capital trade points, future and commodity exchanges as well as promoting the establishing of market facilities, which are very critical to efficient operations of a capital market. 
2. Policies which promote the growth of contractual savings institutions such as Insurance Companies and Pensions Funds that are beneficial to the capital market should be seriously encouraged. Others professionally managed schemes that add fillip to the Nigeria Capital Market should not be overlook in order to facilitate capital formation. 
3. The level of capital market awareness is still on the lower side. Market participants, particularly investors and intermediaries must therefore continue to sensitize the members of public about the Capital Market. Creating awareness should not be restricted to the major urban centers but efforts must be made to capture savings in the rural areas. Regular Jingle of the existence and benefits of the Nigeria Capital Market must be intensified. The Capital Trade Points when established could play a prominent role in this regard. The market as well should develop a wide array of capital market related publications, technical and non-technical, various journal of the activities of the Nigeria Capital Market. Occasional enlightenment campaign such as short courses on stock exchange, to both the educated and semi-literates should be encouraged. With the advert of the internet trade, the success of the Nigeria Capital Market will surely improved. 
4. Liquidity should be improved, because a market, which lacks liquidity will equally lack appeal to the investors. There is no gainsaying that a major challenge which faces the Nigeria Capital Market in this 21st century is the creation of a highly liquid market in which investors could buy and sell with relative stock with ease, and large transactions absorbed without significant changes in prices. A liquid market promotes professionalism and institutionalization as well as deepening of a stock market. Institutional investors are usually very particular about the state of liquidity in a stock exchange market, as it provides easy entry and exist. 
5. New capital market instruments should be developed so as to help deepen the market. Derivatives such as stock index futures, interest and currency future as well as option on indicative market should be fully developed. It provides hedging and speculative opportunities to players. In addition to this, the Abuja Commodity Exchange Market should be made operational so that future contracts in such commodities (underlying assets) such as palm Kernel, cocoa, groundnut, cotton, soyabean and rubber can be traded. This should encourage the development of the agriculture sector and quality of agricultural exports. There is hardly a mature market and fast growing emerging market without a derivative market. The ISA [Investment and Security Act] provides for the establishment of derivatives market such as FUTURE and commodities exchanges. 
6. In the absence of financial and operational transparency, investors, issuers and intermediaries especially foreign entities, would hesitate to be part of it. Institutional investors such as pension funds are regulated in terms of the kinds of asset they may invest upon. They may not be inclined to invest in markets which are not transparent, for fear of loosening their interest. Information about a capital market must be timely and accurate. When corporate information is to be released to the public, extreme care should be taken to avoid, wrong signal that will lead to wrong investment decision. This could lead to loss of money and lack of confidence in the stock exchange market. The SEC [Stock Exchange Commission] and other stakeholders in the market must consequently continue to strengthen transparency of the market. 
7. The intermediation cost which discourages new investors and holders of shares from participating in the market should be reduced. Minimum capital requirement or securities, the honouring of their obligations, the provision of the necessary legal framework laws should be watched regularly. A good functioning stock market will stimulate the equity and bond market and attract foreign financial investment into the economy. This will provide a major source of fund for the nation’s financial sector. 
8. The Central Securities Clearing System (CSCS) should be fully and efficiently utilized. The innovative market infrastructure like the trade alert and the remote access trading should be operational so as to increase the liquidity and transparency of the Nigeria Capital market. 
9. A single non-fragment stock exchange with multiple branches relying on similar regulations will ensure effectiveness, control and the economy as was discussed in this research project. 
10. Investment analysis and advisers should be encouraged to render in-depth financial and investment analysis services to the market on a regular basis. Frequently, only few advisers and analysts are performing this crucial function in Nigeria as at today as many investors are really aware of what to invest upon, when and how. 
11. Some states and local governments in this country should be encouraged to approach the Nigeria Capital Market for long-term capital fund for project on their own merit. However, in recent time some states have sourced fund from Nigeria Capital market. 
12. Government should ensure a stable macro-economic environment for investment purposes. Interest rate should be within a reasonable range so as to stimulate activities in the capital market as well as in the money market. Hence a balanced growth will be attained in both segments of the financial system. Exchange rate should be stable and realistic with inflation held in check. Also a vibrant private sector should be fully encouraged through standard deregulation policies in the economy. This is because effective assets of international financial and capital markets can only mature if interest rates are realistic. Inflation kept low and the naira has a realistic parity with reduced foreign exchanges. The Federal Government should re-visit the recent Nigeria reformation of the naira as proposed under the then leadership of Central Bank of Nigeria Governor – Professor Chukuma Solundo. 
13. The Corporate Affairs Commission (CAC) and other relevant regulatory bodies should take a critical step to check the high rate of poor Corporate Governance and reporting in Nigeria. It is quite common for companies in Nigeria, mostly financial institutions to declare proper profit; i.e. posting of fictitious figure in the annual account. This was revealed by the last year re-capitalization in the banking sector. Put differently the issue is not just selling shares to the investing public to get money out of them but how the monies realized by the issuers of such shares are going to be put into the best possible use to realize the highest possible returns for the investors thereby bolstering their confidence in the market. 
14. Greater incentives should be given out in order to increase the number of securities available for trading. These incentives could be in the form of reducing the cost of accessing the market, tax credits (positive) or tax penalties (negative). Also companies of a minimum size should be compelled to seek quotation in the exchange market. 
15. It should be necessary to set up ethical principles and standards of honesty, fairness, equity, diligence, competence and integrity for market operators, mostly stockbrokers.      
16. Professional intermediaries and regulators, it will be impossible for market to contribute effectively to the realization of the development objectives of the country. It is therefore imperative that significant attention be given to the development of a highly professional and dynamic capital market workforce, which should be able to compete in the global market place. Extensive and continuous training of personnel on an individual company and industry level, local and international must be embarked upon. There is no doubt that the current level of professionalism in the market should be improved upon to meet the challenges of global competition. 
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