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Abstract

Nigerian stock market was rated low before the yHI6. The rating changed afterwards to one ofetherging

market economies of the world. Trading activitiesreased significantly until the recent global finial crisis struck
hard on the entire economy. This study looks @ilycinto the issue of stock pricing and the vasaihanges that
occurred in the characteristics of banks’ stocksesrduring the most recent global financial crigisth a panel of
10 banks, this study adopts a pooled least sqegression analysis method. Among other things,stidy finds

out that both when the banks are pooled togetherane and when studied individually, dividend egvypous period

is a statistically significant determinant of stqmiicing. Also the size of traded stock of sevendfrthe 10 banks
studied exerts significant negative effect on thiegs of the seven banks’ stocks, leaving only €h{8) to be

insignificant. Against the apriori expectation, iease in the economic growth rate of the Nigerimmnemy leads to
decrease in the stock prices of 9 out of the l@istlibanks. Of these 9 banks’ stock prices, 7 vecsignificant

impact from economic growth rate. Based on thecpdiinplications of the finding above and so manyrendhis

research study offers some policy recommendatibas tay be employed to avert such disastrous sffeft
financial crisis on the investors.

Keywords:Financial Crisis, Bank Stock Prices, Bank FundardenMacroeconomic variables.

1. Introduction

A little over a decade ago, the Nigerian stock ratnkould not elicit much interest, either to inwestor to
researchers. The market was clearly underdevelapdgoorly rated. Movements in stock prices weunggikh and
volumes of transactions were low. However, in titerd part of the same decade, the market expedemb®om — a
boom which beginning ‘coincided’ with the Centradrik of Nigeria banking consolidation programme @02 The
consolidation policy, meant to raise the minimumpita base of banks from N2 billion to N25 billionshered in a
period persistent issue of shares by the varioukdbshat led to a robust awareness among the depmaitic
matched with a buying fever. investment, and consetly, market capitalization soared within months.indicated
in Figure 1 of Appendix I, all indices of the stotlarket surged after 2005, with market capital@atxceeding the
N2, 000 billion mark for the first time. By 2007apmitalization has shot up 118,000 billion. As the market grew, so
also did the share of the banking sector in theketagrow. While market capitalization grew by 16D Jer cent
between 2004 and 2006, the share of the bankingrsase from 34.4 percent of total market capitdion in 2004
to 41.8 percent in 2006. Between 2004 and 2006ealbanking sector capitalization grew by 223 percenfact,
over 46 percent of the total growth in market cagation came from the growth in banking sectquitzdization
alone (Somoye, 2008).

But the honeymoon did not last. It ended in 200d e coming of 2008 ushered in a new era for theksmarket.
Nigerians may debate the source of the crisis hitathe market and/or its relationship with the Bi#prime-led
crisis in the rest of the world, but there are ebates about the consequences of the crisis iNitiexian market.
All indices of the market took a plunge in exadtlg same phenomenal fashion that they grew, omytithe a little
faster. Some banks’ shares, for example, Unitedk BanAfrica fell by as much as 52% from N64 peasghto only
N33.9 per share within just one month between May &une 2008 (Cash Craft Assets Management, 2Mk&k)y
others did not fare much better. Market capitalisatvhich stood atil2.5 trillion as at February 2008 fell to only
N9.7 trillion as at August of the same year: a widtvehl/loss of.8 trillion worth of investment from the market
within a period of just six months! This withdrawalmore than half of the quarterly GDP in currprites of-M,85
trillion recorded within the second quarter of gire-crisis period of 2007 (CBN, 2009).

The implications of such drastic changes for a gomarket like the Nigerian Stock Exchange are nioisoule at
all. Investor confidence has been at its lowestahdttempts to revive it for a period of overearyears have failed.
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In fact, after about six months of the free fdfie tNigerian Stock Exchange at some point changedutes and
capped maximum allowable daily price losses of singre at one percent. This was in a bid to arhesniassive
slide in share prices. Secondly, access to opgratipital for quoted firms including banks has bgesssly limited.

In fact, the Nigerian banking sector entered inseeondary crisis arising from liquidity constrainThe crisis also
opened a can of worms on the debt portfolios of yrizanks. The crisis also threatened the very existef the
fragile and re-emerging middle class, most of whtad heavy investment in the market with inadeqedtecation

about its workings. Every regulator, beginning frtime Securities and Exchange Commission to ther@leBank

and even the Ministry of Finance is concerned. &tdctiveness of policy intervention has been cirsaribed by
limited understanding of the factors driving thésis, their interrelationships and the most apgedprinstruments
for managing them.

Some scholars believe that the crisis could haem lawerted. But averting it or not depends on wtdrding the
driving factors for the fall in prices. There aheete possible sources of a crisis of this natimefitst are distortions
in company fundamentals, the second consist of @eaonomic variables, while the third are exterraaitdrs.
Where the factors are mainly company fundamenitlmay be possible to arrest them by closer compbka
monitoring and regulation. But to establish thirgre should be evidence of correlation or causatdmere they are
macroeconomic indicators, policy instruments angliegtion will also be different, probably morefititilt to apply.
Where the factors are basically external, intefeastwill concentrate on policy instruments thatildohelp to hedge
the economy from external shocks. But so far, tier been a lot of newspaper articles, opinionrfaruand sub-
guesses but little (if any) scientific study trying explain the crisis. This study, therefore, imte to provide
preliminary evidence on the relative importancehafse three sets of factors in driving the criispecifically sets
out to ask the question: what are the relative ridmutions of the different sets of potential cobtrory factors to
bank stock pricing on the floor of the Nigerian &dxchange during the financial crisis?

2. The Model

There are five schools of thought with respectitels price behaviour. They include the fundamestalchools, the
technical school, the random walk hypothesis schtt@ behavioural school of finance, and macro-enoa

hypothesis school. This study intends to analyseetimajor aspects of determinants of stock pricingank

fundamentals, macroeconomic environment, and thedio investors’ participation level. Therefore, af the five

schools of thoughts, this study adopts the appemoii the fundamentalists and the macroeconomtorfachools
of thought. Fundamental factor models use the metto portfolios associated with observed secuatifibutes such
as dividend vyield, book-to-market ratio, and indystentifiers (Sun and Zhang, 2001). This is imeliwith the

assertion of Durand (1955) that book value, diviferearnings, total assets, and total capital ladeterminants of
asset price.

This implies an equation of the form:

BSP =f(DIV 4, SIZE, VOT, FPIy, INT, GDPr) (2)

where

DIV.; = Declared Dividend at time t-1

SIZE, = Size of the Bank, measured as total bank sleresratio of the total banking sector shares

VOT,; = Wolume of Trade, measured as total number afetllashares divided by the total volume of shares

owned by the bank

INT; = Interest Rate

GDPy, = Growth Rate of National Output

FPIr, = Rate of change in Foreign Portfolio Investmerthie bank
Given the above, the estimable equation for thidystan be stated as:

The Model

BSR = o + B1DIVir1 + B2SIZE + BVOT; + B4FPIr + BsINT + BsGDPr + (2)
where

i =the banks, i.e. 1,2, ...,10

Bo = the intercept of the model

B1, B2, B3, Pas Bs, @andPe = the slopes or parameters of the model

K = the stochastic variable.
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This study covers the period of 2006 to 2010 in thignseries. Therefore, a period of 60 months iglisd in all.
However, the crisis period of June 2008 to March@(l.e. 22 months) is also considered alone. ik ¢hse, two
analyses are done, first for the entire period,taedsecond for the crisis period alone.

Panel Data analysis is carried out in this studyrinary motivation for using panel data is to sottie problem of
omitted variables (Wooldridge, 2002; Brooks, 20@8)mpared to the use of ordinary time series oinarg cross-
sectional data, panel data has the advantagesiticatit relate to individuals, firms, states, cii@s, etc., over time,
there is bound to be heterogeneity in these uBitseral methods of data estimation exist, as casebe in some
other studies that employed panel data analysisogrthese methods are: Panel Data Analysis of Gowe
adopted by Durand (1955); VAR model of Panel Datalysis adopted by Eun and Shim (1989), Rangvi®120
Elyasiani, et al (1998); and Panel Logit model addy Derrien (2005). However, the nature of thely defines
the estimation method to be adopted by a partiowtak. For instance, if this study wanted to lodktee probability
of investors investing in the stocks of the bamkshie face of the existence of several optionsetinbluded in their
portfolio, then the study would have been expetbedmploy Panel Probit method of estimation. I likanner, if
this study had been on finding out the level otfiliations (volatility) caused by and within the tfas, then a
Generalised Auto-regressive Conditional Heterosstatld GARCH) model could have been employed. Howeve
this study is to look at pricing characteristicsbaink stocks in Nigeria, therefore a Panel LeastaBfmethod of
estimation is rational. This is in line with Ljunggt and Wilhelm Jr. (2003) who used Panel Dataiany Least
Square method of estimation in their analysis @fdhPublic Offering (IPO) pricing in dot-com buleb

3. Empirical Findings and Implications

Observations from the empirical results presenefigpendix Il, Tables 1 — 2 show that bank stodkgs rise with
rising declared dividend at previous time period éach of the banks and for all the banks poolgetteer. This
finding supports the assertion that investors womlast their money in stocks that will yield thiglnest level of
outcome or returns. Therefore, since declared diddis the actual return on investment to investibr not
surprising that increasing it will also lead to rieases in stock prices. However, when the entirk ls¢ocks are
lumped, the magnitude of influence increased frob3D to 0.168 for the entire period, and 0.0326.6y24 for the
Crisis period only.

The Volume of Trade as a variable, representedhéyadtio of trading of individual bank stocks ralatto the stocks
of the banking industry, has positive relationshiph the stock price, with varying magnitudes. Banks like
Access, Diamond, Fidelity, Guaranty, Platinum, aWdma, the impact is not very large, with less tf#@96
influence , implying that a 100% increase in théunte of trade of the stocks causes less than 5@%ase in the
prices of these banks’ stocks. On the other hdreyolume of trade of the stocks of FBN, IBTC, UBAd Zenith
has coefficients that are above 50 points on chamglee stock prices while the impact is highesZenith Bank
stocks. The impact of changes in volumes of stetkstock prices is quite high for FBN at 82.4%, (B&t 52.8%
UBA at 93.6% while Zenith is as high as over 169%hen lumped together, the impact of a 100 perceabge in
volume of banks’ stocks on prices reduces to asde®1%.

The crisis period comes with some forms of chaniyethe first model considered above, the magninfdbe effect
of the volume of traded stock on the prices of kddor that of Zenith Bank exceeded that of evdahepobank. On
the contrary, the volume of traded stocks of thECBank exceeded that of every other bank by shgwhat a 100
percent increase in the volume of traded stockBaid will mean a 248.1 percent increase in the pgaf stocks.
The volume of trading of Wema Bank stocks impaltslbwest on the pricing of stocks of Wema Banlcridical
point in the analysis of the crisis period is telationship between the volume of trading of Figdiank stocks and
the prices of the Fidelity Bank stocks. The pricofgstocks of Fidelity Bank decreases with increiasee volume
of trade of the stocks of Fidelity Bank. This is@ntradiction of the situation found with pricing the stocks of
other banks. In this situation, it implies that th@lume of trading of the stocks of Fidelity Bankhich should
follow the law of inverse demand (the higher thendad over supply, the higher the price), is ratrermbnormal
price function of demand. This implies that the kearprice is not a function of the forces of demand supply. In
a situation like this, it will not be unimaginabiier the macroeconomic variables and the volatilenm@conomic
environment to be the major determinant of sucbimgibehaviour.

A look at the variable of the size of traded bardck with respect to the total banking sector vaduohtraded stocks
shows that in the Model (for the entire Perioddl) ttee banks stocks exhibit negative coefficientshwarying
magnitudes. The same negative coefficients witltyimgrmagnitudes are also observed in Model Il, wherthe
same Model (for Crisis Period alone) presents ferdift case. In the model, while some exhibit pasitoefficient,
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most others exhibit negative coefficients with vagymagnitudes. Even though a negative relationshgstablished
between the size of a bank’s traded stocks witheesto the entire traded stocks of the bankingosethe size of
Zenith Bank stocks has the highest level of infaeeon the stock prices among the stocks of othekdavith a
coefficient of 1.902. In this case, a unit increaséhe size of the traded Zenith Bank stocks wdilise almost two
units (1.9) decrease in the price of Zenith Bawklson the floor of the Nigerian Stock Exchangecdel on the list
of highly affecting size of traded stocks of a fafar bank is the stock of UBA. The UBA stock simethe same
Model (for all periods) is ranked second in affegtor influencing the pricing of the bank’s stotkthe same way,
the size of Fidelity Bank Stock made the least ichjpa the pricing of their stock in that model. 38 shown by the
coefficient values of -0.185. These values alsolyntipat a unit increase in the size of the bankiéthstock with
respect to the entire banking sector traded stoakises 0.19 units of decrease in the price of iBidgank stock. It
is worth investigating that in the model that cevall periods, the coefficient of the variable (B)for Fidelity
Bank Stock is the least among other banks, andip®svhile others are negative in the model ofisrggeriod only.
This positive relationship implies that the pridetee stock increases with increase in the sizdi@fbank stock with
respect to the entire stocks of the banking settwe. observed form of relationship can be justifiedthe ground
that the size is a function of demand and not ¢figupply. In this case, a higher demand will imaliigher size of
the bank stocks and invariably lead to increasampevel of the stocks of the particular bank.

Considering interest rate as a macroeconomic Maridbe results conform to apriori expectationshwinly few
deviations. Just as Sharpe (1973) notes investmestbcks is an alternative to investment in bdngestment in
bond on its own is a direct function of the prewaglinterest rate. So, investment in stocks isreetise function of
the market interest rate; the reason being thasitovs draw their portfolio from both bond and k&or from either.
In this situation, it is theoretically establishibet increase in interest rate should reduce invest in stocks thereby
causing a decrease in stock prices. All the stpci®s in the model apparently are consistent thith theory with
the exception of Wemabank stocks price. The madeinf the influence of change in interest rate banges in
stock prices is highest with respect to Zenith Batdck, where the coefficient of interest rateli¥39. This implies
that a unit increase in the market interest ratelead to 1.7 units decrease in the price of theks stocks. Market
interest has the lowest impact on stock price oAWdRcks, with a unit increase in the market irgerate leading to
only 0.011 percentage reduction in UBA stock pridéswever, when all the banks are lumped into omey and
the coefficients are taken as common coefficiemisit increase in the market interest rate leads814 percentage
loss in the prices of the entire banking sectocksto

The observed variations in the nature of relatignginat exists between the market interest ratethadtock prices
are in line with the existing empirical studies.isTfs because the relationship between the manketeist rate and
demand-driven stock prices has always been a wétigat point. Sharpe (1973) maintains that investbad
concluded that bonds are now the superior investirmardium, even though stocks continue to commatatge
following. Theoretically, neither should completaefpminate the other: some combinations of bonds stadks
should prove superior to either taken alone. Howes@me empirical works by scholars like Shille@@2), Cifter
and Ozun (2007), Khrawish, et al (2010), etc. heh@wn that interest rate can either exert posdiveegative effect
on the prices of stocks within the economy. Fotanese, Shiller (2007) and Cifter and Ozun (200@)l fa negative
relationship between nominal interest rate andstioek prices, while Khrawish, et al (2010) find autpositive
relationship between government interest rate hadtocks prices.

Inferring from the results of the moodel for Cripieriod alone, it is also observed that interest tes various
effects on the stock prices of the various banldeustudy. With the highest inverse effect on tHeepof Fidelity
Bank stocks, and lowest inverse effect on the pfd@ank PHB stocks, a direct effect of intereseé an stock prices
is observed with respect to the stock of StanblBFC Bank. The implication of such result is thahile other
stocks prices will decrease with increasing interate, the stock price of Stanbic-IBTC Bank wilciease with
increase in the market interest rate. Pooling thiiree banking sector stocks together, it is obs@értreat a unit
increase in the market interest rate led to 0.6ddetrease in the total stock prices.

The model for both the entire-periods and the sji@riod alone show results where all but one spoide increased
with increase in interest. Not only that, the rielaship is equally positive for the pooled resufsall 10 banks’
stocks. This result is unique indeed. However,ait ©e argued that during the crisis period, mogesathority
(CBN) reduced the market interest rate. This peobdecrease in the market interest rate coinaidé#sthe period
of decrease in stock prices. This could be the exjylanation for a direct relationship of stockcps with the
market interest rate.

It is observed from the first model that stock psalecrease with increase in the growth rate afi@o@ output
within Nigerian economy. This effect is observed dtl the banks with the exception of Zenith Batdck where a
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unit change in the growth rate of national outatds to 0.76 units of direct change in the pricghthe bank stock.
On the whole, the kind of relationship found betwéee entire banking sector stocks prices and thet rate of
national output is such that a unit increase imeaac growth meant 1.9 (almost 2) units decreasstdok prices.
National economic growth has the highest invergecebn the pricing of Wema Bank stocks, and thveekt inverse
effect on the pricing of First Bank stocks, witrefficients of -3.05 and -0.09 respectively.

When the crisis period alone is considered, ainniease in the economic growth rate led to 1.0%uncrease in
the pricing of IBTC bank stocks. The same positalationship/effect is found for the stock price®fB. However,
the magnitude of the effect for that of GTB is lowean that of IBTC (0.55 compared to 1.07). Whke &xception
of these two banks’ stocks, all other banks stquises had negative relationship with the econognmwth rate
during the crisis period, with varying magnitudébe highest impact was on Bank PHB stocks whengitancrease
in economic growth led to 2.77 percentage decr@ag®ices. For others like Diamond bank, a unitré@ase in
economic growth led to 0.81 units decrease in tieepUniquely, impact of economic growth on FiBstink Stocks
during the crisis period was almost one for one inubpposite direction. (i.e. coefficient of impasts 1.00).
Pooling all banks together, a unit increase in eodn growth implied 1.21 units decrease in theipgof banks
stocks during the crisis period.

The variable of foreign Portfolio Investment growtheach of the banks could not be regressed as-s&ction
specific variable. This was on account of the reatfrthe data. For some of the banks, the valubeofariable was
zero throughout the study period and so could eotdgressed as cross-section specific variablewbatonly be
regressed as a common variable across cross-seclionthe first observation where all other varégblare
considered cross-section specific, and Dividenthatprevious period and foreign portfolio investmngre. DIV,
and FPI) are considered common variables across crosesectt is observed that in Model |, banks stodkgs
increase with increase in the growth of foreigntfolio investment (FPI). However, this effect isryeminimal
(impact of 0.00000046 on stock prices for unit @age in FPI). However, when all the discrete vigglare
considered cross-section specific, the effect ofugn in foreign portfolio investment on stock pscehanged both in
sign and magnitude. The relationship becomes negatnplying that an increase in the growth of fgneportfolio
investment leads to decrease in the stock pricéh (it increase in foreign portfolio investmenta the Nigeria
stock market leading to 0.000000038 units decrgas®ck prices).

Observations from the model for crisis-period alshew that increase in foreign portfolio investmienthe banks
leads to decrease in banks’ stocks prices. Loostnthe first instance where all other variablestaken as cross-
section specific variables, it is obvious that theerse effect is deeper than when all the varmble taken as
common variables across the entire cross-sectibms.first case yields 0.0000036 while the secorsk caelds
0.00000016. The two imply that in the first casend increase in the value of foreign portfoliz@stment in banks
leads to 0.0000036 units decrease in the totaldatdcks prices, while the same unit increaseerralte of foreign
portfolio investment in banks in the second cadkl@ad to 0.00000016 units decrease in the batdcks prices.

3.1 Implications of the Findings
The study yielded three key findings:

» Stock prices respond positively to increases ifaded dividends of the banks;

» Meanwhile, they are not so positively affected bgreomic growth;

» We could not find evidence that divestment by fgngportfolio investors is a threat to Nigerian &totarket.
The implication of the first two findings is thatosks price during the crisis were affected moredmyndling
declared dividends even in the face of positiveralVeeconomic growth. This is not surprising givdrat bank
executives inflated their financial reports andtpdshuge profits that were not consistent with egitbconomic
growth or bank fundamentals. These inflated repedgo inflated dividends to shareholders whictium induced
shareholders to price stocks higher in the subsgq@eriods. When the crisis made it impossiblenftate financial
reports, the dividends also disappeared leadifgs® of confidence in the shares. The stock prites responded
sharply to the dividend cuts and fell, even thoagbnomic growth remained positive.

4. Conclusion and Policy Recommendations

Of the three variables of bank and market fundaaignthe size of traded stocks is both insignifiGard negatively
related to bank stock prices. This implies thatqies aimed at only taking care of the size of ¢éidtocks of a
particular bank may not be effective in stabilisstgck pricing in the future. This inability aristem the fact that
investors seem not to base their pricing behaviaads decisions on the size of offered stocks o&réiqular bank
with respect to the entire banking sector totalérhstocks. Rather, investors’ pricing behaviound decisions are
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based on the expected returns from the investménts,explaining the positive and significant impatdividend
on stock pricing. Interest rate and economic growetie are the two macroeconomic variables congiderehis
study. First of all, interest rate, even thoughategly related, is an insignificant determinantpoiting of most of
banks. This implies that interest rate regulaticmymot be a good policy measure for stock pricabilstation. On
the contrary, economic growth is both a significantl negative determinant of stock pricing for nufsthe banks.
But it is contrary to apriori expectation that ewshen economic growth is on the increase, stockepriwill be
decreasing or vice versa. However, these findinggpart the explanations of Akerlof and Shiller (2D@bout the
animal spirits. According to them, there are somes$tments which investors are not supposed to rgakan
calculated and quantitative information about tiestment window. But due to overconfidence behavad man
(or trust), he carries on with the investment. Mafigerian investors in the capital market came thi® market at
the time of boom, and therefore have come to beltbat the rising prices of stocks will continuethiat way. This
led several into buying for arbitrage reasons astdfor long term investment with expectation ofidend. Trading
for capital gain immediately replaced trading favidend accumulation. At this point, investors are longer
interested in the macroeconomic condition of theneeny within which this market operates. Sincerttegket is not
divorced from its immediate macroeconomic environtni is not insulated either from a contagioreeffof crisis
in the economy. As can be seen from the analysen ¢hough the severity of the effects of mosthaf included
variables is declining during the crisis periodt §ee prices keep on deteriorating. It may not kglaned that the
crisis is imported through withdrawal of foreigrv@stors in the Nigerian stock market. Yet, it maydxplained to
be connected to the unregulated investment of Nigelbanks in foreign economies which led to hugséds of
invested capital (of course, depositors and shédels} funds). The loss also reflected in the ewgsiper share
which is also a determinant of declared dividendgi@re. Since investors still consider expectés afreturns, this
could be the reason for the large placement okstéar sale on the floor of the Nigerian Stock Exege. This study
will not have revealed anything if it fails to atttht the place of management of information isrifoal importance.
Banks on their own sponsored both the persistarease in stock prices before the crisis and tlaepstecline
during the crisis. This is because, Sau (2003)stitat ultimately, banks do not only acquire infation but they
also produce it. The opening of credit to an emrpur effectively represents a signal to "sociefyhis reliability,
which facilitates the creation of long-term relasbip between the firm, its clients, and its suggli Going by this
analysis, opening of loanable funds to investorsstiock market is also a dangerous signal that thekeh is
promising, while the sharp withdrawal of loanahlleds from the market sends the wrong signal thantarket is
about to crash. Therefore, banks’ financial intediation is very critical in the movements of stquices before and
during the crisis. Based on the findings of thisdgt the following policy options are recommended fbrestalling
future crisis and for recuperating from the reaams:
= Banks should make efforts to improve on their coapm governance that will enhance increased prafiéch
will lead to consistent dividend policy so as tabslise the pricing of their stocks based on ineestxpected
returns.
= The existing financial regulatory system has proweifficient in forestalling a crisis and consen losses
in the economy. Therefore, there need for improneglilation of the stock pricing and stock marketvites
so as to reduce or forestall the possibility olureence of such crisis in the nearest future.
= When loans are the basis of investment in stoties) pricing and therefore investment will only loe $hort-
term arbitrage reasons and not for long term slwédéty. To curb this situation, investors shouldsieasitised
to invest with long term reasons from their pers¢@agital and not from loans.
= When loans are the only source of capital, invesaoe liable to bid higher with the hope of futhigher prices.
Overconfidence behaviour plays more when loans baged only on paper collaterals. If the financial
institutions will still finance stock investmenhen collateral in real estate and other forms pftahshould be
demanded for and not share certificate.
= Participation of foreign investors should be prdypenonitored to avoid divestment problem as a testil
multiplier and/or contagion effect of panic in theome economies.
= The macroeconomic environment should also be madeasparent as possible to allow investors kndwenwv
there is a panic, instead of taking decisions basegiismanaged information.
= Finally, since profits of banks seem to be privedisind losses seem socialised, proper regulatioeeded to
guide their participation in foreign financial adties to reduce risk of contagion effect of pamcforeign
economy.
Financial crises can be forestalled or at leastiana¢ed. However, this is not possible except prgmolicy steps are
taken. These policy options cannot be fully underdtand applied without having a proper understandif the
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causes of the panic and crisis. It is widely bealibthat financial crisis comes as a result of stodkes having
deviated severely away from the fundamentals offithes that own the stocks. This implies that fingh crisis is

closely tied to stock pricing. It has been esthlglisin this study that stock pricing in Nigeria Heen responding
positively to the fundamentals of the firms andréfiere, could not have been the source of crisistebd, stock
prices responded severely to the crisis.
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APPENDIX |

Figure 1: Total Market Capitalisation of the Nigerian Stock Exchange 2000 — 2007
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APPENDIX I

TABLE 1: Panel Regression Result of Model | for AllPeriods (2006—2010)

Variable Coefficient Std. Error t-Statistic Prob.
C 29.32923 3.105158 9.445328 0.0000
DIV? 0.168236 0.008999 18.69406 0.0000
SIZE? -0.471732 0.091932 -5.131324 0.0000
VOT? 21.23531 4.706202 4.512197 0.0000
FPIR? -3.84E-08 1.75E-07 -0.219460 0.8264
INT? -0.814046 0.146668 -5.550281 0.0000
GDPR? -1.897422 0.383906 -4.942416 0.0000
R-squared 0.413002 Mean dependent var 15.42412
Adjusted R-squared 0.407062S.D. dependent var 13.08008
S.E. of regression 10.07198 Sum squared resid 60156.74
Log likelihood -2233.697 F-statistic 69.53737
Durbin-Watson stat 0.208420 Prob(F-statistic) 0.000000
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TABLE 2: Panel Regression Result of Model | for Crsis Period (June 2008—March 2010) Only

Variable Coefficient Std. Error t-Statistic Prob.
C 13.73110 4.216673 3.256383 0.0012
DIV? 0.162941 0.008555 19.04605 0.0000
SIZE? -0.313095 0.089589 -3.494786 0.0005
VOT? 11.70074 4.632107 2.526008 0.0118
FPIR? 1.02E-07 1.67E-07 0.609130 0.5427
INT? -0.457102 0.287274 -1.591169 0.1121
GDPR? 0.638889 0.477191 1.338854 0.1811
D1? -8.219857 1.530502 -5.370694 0.0000
D2? -10.54833 1.772803 -5.950086 0.0000
R-squared 0.474284 Mean dependent var 15.42412
Adjusted R-squared 0.467167S.D. dependent var 13.08008
S.E. of regression 9.547852 Sum squared resid 53876.43
Log likelihood -2200.619 F-statistic 66.64757
Durbin-Watson stat 0.185251 Prob(F-statistic) 0.000000

24



