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Abstract 

The Nigerian capital market is a market where long-term securities are traded. 
The market is symbolized by the Nigerian Stock Exchange and the Securities 
and Exchange Commission. No doubt, the operations of the market has not 
contributed much to the development of Nigerian economy as a result of 
inadequate patronage which is brought about by many problems facing the 
market. Since inception, the exchange, the major organ of capital market, had 
undergone various changes which are aimed at making it more vibrant. 
Unfortunately, the hopes of a flourishing capital market have not been fully 
realized. This paper attempts to expose the potentialities of marketing 
instruments in boosting the activities of the Nigerian capital market. 

Introduction , 

The Nigerian stock market has been in existence since the last 40 years having been established 

in 1961. It has since then undergone various changes to make it more efficient and effective. Yet, as of 

today, the growth and development of Nigerian capital market, compared to that of other markets in 

developing economics at least, cannot be described as encouraging. The growth has been stunted. A lot of 

factors have contributed to the slow growth and a lot of solutions have been suggested to aid accelerated 

growth, especially in the fields of law and economics. Marketing, as a core function, of modem 

organizations, have got some methods by which the fortunes of the capital market in Nigeria could be 

enhanced. Unfortunately the potentialities of marketing have not be fully realized by many Nigerian 

institutions and organizations-business and non-business alike. In this paper, attempt will be made to show 

that marketing is a dynamic discipline that has the methods that are capable of enhancing the fortunes of 

any organization. In other words, the objective of this paper will be to look at the operations and 

performance evaluation of capital market in Nigeria and explore how marketing and marketing 

instrumentalities could be used to enhance its performance. The importance of this lies in the fact that 

flourishing capital market has the potentiality of raising the status of the Nigerian economy, a thing that 

will be a joy to all Nigerians. 

The Capital Market Operations in Nigeria 

Capital market is the market where long-term capital funds, having maturity greater than one 

year, are sold and bought. Unlike the money market, which offers short-term funds; the financial products 

of the capital market are for long-term needs of investors. The products traded in the capital market are 

both equity and debt securities consisting of stocks, shares, bonds, debentures, industrial loans etc. By 

definition, a security is a “written or printed document by which the claims of a holder in specific property 

are secured. On the other hand, stocks and shares are ownership interests in a business; while debenture 

and bond are “legal documents representing a promise by the company (in case of a bond) by government 

to pay a certain amount of interest over a definite period of time”. 

The capital market is operated by stockholders, the issuing house and individual investors. The 

market is symbolized by Nigerian Stock Exchange as the main dealing house and the Nigerian Securities 

and Exchange Commission acting as the regulator of the market. 

From the historical perspective, the Nigerian Stock Exchange was established in 1960, but began 

operations on June 5, 1961 with the name-Lagos Stock Exchange. Since that time, the exchange had 

undergone structural changes with the aim of making its activities more effective and efficient. Towards 

this end, the Nigerian governments had intervened in the operations of the market several times in order to 

influence happening in it. For example, in “1960s and 1970s government raised funds from the market by 

floating development stocks”. In addition, many legislations have been enacted to influence the operations 

of the market. Examples included: 

  i. Income Tax Management Act 1961 which required both pension and provident funds to 

invest a substantial proportion of their funds in government stocks traded on the exchange. 

ii. The Insurance (miscellaneous) Provision Act 1964 which requested insurers to invest a specific 
percent of their risk premium in government securities. 

iii. The Investment and Securities Act (ISA) of 1998 which sought to engender more confidence in the 

nation‟s capital market by restructuring it (Source: Decree 21 of 1999). 



The Nigerian Stock Exchange today has six branches and about 168 brokers. It has two- market 

layers-first-tier securities market and the second-tier securities market created in 1984. 

Evaluation of Performance of the Capital Market 

Today, the Nigerian capital market, ordinarily, may be said to have undergone growth. This 

growth had been mainly influenced by government actions by way of patronage, legislations and policies. 

However, a comparative analysis of the activities in the market will reveal that the capital market in 

Nigeria (especially the Nigerian Stock Exchange) has a long way to go. For example, Adeyemi (1998) 

used four criteria to comparatively evaluate the performance of the Nigerian capital market. For the 

purpose of this paper, two criteria will be relied on to demonstrate that the Nigerian capital market has 

been lacking in fulfilling its mandates. There are stock market size and market concentration. 

The stock market size attempts to measure the size of the capital market by measuring its level of 

capitalization. The rationale in using this measure is the belief that the market capitalization is positively 

related to the ability of the market to mobilize capital funds, and also diversify risks. From a study 

conducted by International Finance Corporation (1FC) an affiliate of the World Bank on emerging capital 

markets, it was revealed that while countries like South Africa, Hong Kong, Japan, Malaysia and 

Singapore have capitalization ratios that is greater than one during 1986-93 period; Nigeria had 

capitalization ratio of less than 0.05 for the same period. She was therefore rated as the least developed for 

that period. The following data from the study of IFC vividly shows the slow growth of the Nigerian 

capital market. 

 

Source: Adeyemi (1998) The Capital Market and Nigeria‟s Economic Development-proceedings of one-

day seminar held at NILA, Lagos, by NES. Pp. 72 (Nigeria, Malaysia and South Korea are compared in 

the above Table on the basis of the fact that both countries are regarded as third world economies. The 

capital markets are just emerging unlike those of advanced economies). 

As of 1995 the total market capitalization of Nigerian Stock Exchange stood at $2 billion 

(Adeyemi, 1998). But a London based magazine- “Business in Africa Magazine was quoted by “Punch” 

issue of 12th July, 2001 as saying that the total capitalization of all the public companies quoted on the 

Nigerian Stock Exchange was $2.3 billion. This should further confirm the sluggish growth rate of the 

Nigerian Stock Exchange. 

Market concentration on the other hand, is “... the level of domination of the market by a few 

enterprises”. It may be measured by the percentage of total market capitalization which the most 

capitalized companies accounted for. During the second quarter of the year 2001 i.e. (April-June, 2001). 

“The Nigerian Stock Brokers” Pp. 25 reported that the “... total market capitalization grew by 14.3% to 

close at N547.2 Billion. Out of this, twenty most capitalized companies accounted for a total of N414.8 

(or 76%). This clearly shows that the market is dominated by a few companies, especially the multi-

nationals. The implication of the trend is that the liquidity of the market may be affected. It also implies 

that the efforts of government at popularizing the activities of the market have not been yielding enviable 

results. There is need for the market to extend its operations to cover many more enterprises, governments 

and other potential institutional investors.Factors Inhibiting the Steady Growth of Nigerian the Capital 

Market 

From the above there is no doubt that the growth and development of the Nigerian Capital 

Market has been slow. A deep reflection on the activities of the market and Nigerian economic 

environment will reveal the following factors as contributing to the slow growth: 

a) Many Nigerian entrepreneurs are unwilling to relinquish their control of their businesses which 

will result from public quotation. Many of them feel that with the “troubles” which they have 

undergone in establishing their businesses, it will be unwise to lose control of the businesses. 

Hence reluctance to go to the capital market to open their businesses to public participation. 

This has resulted in less number of Nigerian businesses being quoted on the stock exchange. 

This fact had been corroborated by the World Bank position in 1983 which revealed that "... out 

Table 1: Comparative Analysis of Capitalization of Stock Market in Some Emerging Capital 

Markets 
 

1990 1995 
Nigeria $1.43 Billion $2.0 Billion 

Malaysia $1.43 Billion $2.0 Billion 
South Korea $110.00 Billion $181.9 Billion 

 



of approximately 5000 private companies employing more than 10 people in Nigeria, less than 

100 of them were listed on the Nigerian Stock Exchange” (Adeyemi, 1998:64). 

b) The interest rate structure in the money market hitherto had favoured the debt financing over 

equity financing. In the past, especially in the late 1980s, the interest rate for borrowing money 

from the banks was comparatively low. By them, government wanted to expand the economy 

through the cutting down of interest rate so as to attract small-scale investors, especially. This 

had the effect of reducing patronage of the capital market in that many investors preferred to 

settle for lesser risk of the money market. 

c) The stringent requirements for listing on the stock exchange had not helped matters. Many 

Nigerian companies are owned by uneducated businessmen who see the various requirements 

for listing on the stock exchange as unnecessary waste of time and resources. Many of them 

regard the capital market as planned only for foreign or government businesses. Hence a 

lukewarm attitude towards listing of their companies on the stock exchange. 

d) The transactional costs of listing a company on the stock exchange is comparatively higher in 

Nigeria than in some other countries. Emenuga, C. (1998:29) said that “the official fees and 

brokerage alone for raising equity capital of USSI million amount to 2.5 percent ...” The 

composition of the charges for Ghana is 0.3 percent for fees and 2 percent brokerage”. In 

addition to fees and brokerages, the investors must also pay for administration, advertising and 

other professional charges. All these make the capital market operations costly and therefore 

unattractive to local investors. They feel that all those costs could be used for other business 

matters. 

e) Worthy of note again is the unstable political terrain with the attendant policy inconsistency in 

Nigeria. The long period of military rule has brought a lot of distortions in the economy. The 

distortions have resulted in discouragement of local and foreign investors to invest in the 

Nigerian economy. The crises that trailed the annulment of June 1993 Presidential election are 

examples of unstable political environment. Such crises tend to inconsistency has also been the 

trouble of Nigerian capital market. For example, following the adoption of Dennis Odife Panel 

Report of 1996 by the federal government, the Abuja Stock Exchange was established to 

compete with the Nigerian Stock Exchange. Today, this decision taken during Abacha regime 

has how been reverted by Obasanjo regime. The Abuja Stock Exchange has been abolished. 

Such has been the inconsistency of policies in Nigeria. And such feature has resulted in lack of 

confidence in the system. 

f) One other inhibiting factor stalling the growth Nigerian capital market is lack of adequate 

promotion of the activities of the market among Nigerian business communities. In marketing, 

the lesson is thought that no matter the quality of your product, if it is not properly 

communicated to the target market it may fail. The capital market is supposed to be patronized 

by, not only the business investors, but by other organizations such as governments, schools 

and other corporate bodies who need long term capital for development. But in Nigeria, a lot of 

people (even including state and local governments) are still ignorant of the benefits of the 

capital market. 

Marketing and Capital Market Operations 

Marketing is a discipline that has attracted many definitions from authors, scholars and 

practitioners. To an ordinary businessman who has no marketing knowledge, marketing is an act of 

buying and selling. Some even equate marketing with advertisement or distribution. All these are strictly 

partial idea of what marketing is all about. Even some authors and scholars have not helped matters with 

varied definitions that have been given. 

Obeta (2201) summarized the definition of marketing as “... basically an exchange process which 

is based on identifiable needs of a significant group of people”. On his own, marketing guru Kotler (1980) 

has defined marketing as “... social and managerial process by which individuals and groups obtain what 

they need and want through creating, offering and exchanging products that are of value with others”. All 

these definitions are to all intents and purposes not far away from the real meaning or focus of marketing. 

However, they may not have addressed the whole essence of marketing. It‟s for this reason that a 

definition given by London Institute of Marketing (IM, 1983) should be examined. Marketing is defined 

as “Management process responsible for identifying, anticipating and satisfying customer requirements 

profitably”. With this definition, certain essential features of marketing are brought to focus, these are: 

i. Marketing is a managerial function, which is sine-qua-non for the existence of a business 

organization. 

ii. The needs of the customers must be identified through research as the starting point. 



iii. The needs of the market must be continuously monitored with a view to discovering any changes 

which must be promptly addressed. 

iv. The organization must thereafter develop appropriate product/service to satisfy the identified 

need(s) of the customers. 

v. All the above must be done with the hope of fulfilling the objective of the business i.e. 

making profit. In fact, itis only and only when the above activities are done that profit can be 

made. 

Etzel, Walker and Stanton (1997) almost agreed with the definition of the Institute of Marketing 

when they said that “Marketing is a total system of business activities designed to plan, price, promote 

and distribute want-satisfying products to target markets to achieve organizational objectives”. From the 

above, it will be seen that marketing is a social process aimed at achieving the aim of both the individuals, 

organizations and the society at large. 

The Universality of Marketing 

Emordi (1984:16) said it all when he said that “The need for marketing applies to all 

organizations”. Marketing is a dynamic discipline that is not only beneficial and essential for 

businesses alone, but also good for other non-business organizations as well as individuals. It is perhaps in 

the realization of this that political parties, non-governmental organizations (NGOs) hospitals and even 

individuals employ marketing instruments today to achieve their aims. In fact, marketing is necessary for 

any individuals and organizations that have an identified „market‟ to serve. Thus, marketing for example, 

is essential for government who must serve her people. It is also essential for human rights organizations 

who must serve the oppressed; it is good for schools and colleges who must serve their customers-the 

students. In fact, marketing methods are also essential for individuals in achieving one objective or the 

other in life. The Nigerian capital market operators cannot therefore be an exception. 

Solution Towards Enhancing Capital Market Operations: The Marketing Perspective 

From the various analysis of capital market given above it is that the market is actually suffering 

from lack of adequate patronage. This is partly why the growth of the market has been stunted. Marketing, 

as a core function of a business organization could be explored to see how its instrumentalities could be 

used to enhance the activities of the capital market. It is capable of providing “how to do it” guidance and 

lessons drawn from experience” (Me Tavisk and Maitland, 1980:169). However, the starting point of 

using marketing as an instrument to enhance capital market operations should be the total adoption of the 

modern philosophy of marketing i.e. the marketing concept. The marketing concept is a philosophy which 

makes satisfaction of identified needs of customers as its cardinal focus. By that, the customer is regarded 

as the central focus of the business - the beginning and end of a business. In fact, the marketing concept is 

a confirmation of the age-long axiom in economics -the consumer sovereignty, The management of the 

Nigerian Stock Exchange has to adopt the fact of marketing concept in all its operations. This will lead to 

the exchange to: Identify its markets. 

Find out the actual needs of the markets. 
Package appropriate products (i.e. Securities) to meet the needs of the markets. 
Properly communicate the products (Securities) to the target markets. 
Design feedback mechanism to monitor the responses of the markets to its offers. 
Develop methods to continuously make changes that will be in line with the changing needs of 
the markets (corrective measures). 

In adopting marketing concept as the basis of the application of marketing, the objective(s) 
have to be set clearly. Having identified one of the problems of the Nigerian Stock Exchange as 
inadequate patronage, the objective of marketing programmes aimed at enhancing the fortunes of the 
exchange may therefore be: 

i. To create more awareness for the operations of capital market in Nigeria. 

ii. To further expand the market by reaching out to all investors including finding new users of 

securities. 

iii. To be more flexible in the operations of the market-taking into consideration the peculiar nature 

of the Nigerian economy. 

iv. To continuously improve the image of the capital market with a view to establishing enviable 

identity for it. 



The Marketing Methods 

With the suggested objectives set above, it is perhaps timely at this juncture to now look at the 

methods to achieve the objectives with a view to increasing the patronage of the Nigerian capital market. 

Firstly, the image laundering of the market has to be focused. This can be done by investing in 

various public relations and publicity programmes. This is with a view to reaching out to dealing 

members, investors, employees-Nigerians and foreigners at large. This has the objective of securing the 

understanding and cooperation of these stakeholders. Without the understanding of what capital market 

stands for, there can never be patronage of the market by those who are supposed to patronize it. For 

example, the bond security which is supposed to attract governments and institutional investors remain 

largely unembraced. As of now, very few states (Lagos, Edo, Oyo and Yobe) are known to have raised 

funds from the capital market since the coming of democratic government in 1999. In fact, Lagos Island 

Local Government is one of the very few local governments known to have patronized the capital 

market among 774 local governments in Nigeria. Among the public relations/publicity programmes 

which could be used are: 

Maintaining enduring and cordial relations with the press by creating the confidence of the 

press, with particular emphasis on electronic media-Radio and Television. 

Sponsorship of important events in sports, culture, education, charities, exhibitions etc. This is 

with a view to brining greater exposure of the market‟s operations. 

Industrial customers relations forum -This will bring the various industrial and institutional 

investors together to discuss common issues. This can be realized through regular workshop 

and seminars. 

Moreover, the Stock Exchange may design special package for Nigerian companies, 

organizations and institutions in order to attract them to the market. This may include lesser official fees 

(price-off promotion) for listing on the stock exchange, extensive enlightenment of local entrepreneurs, 

lower brokerage etc. This has the advantage of encouraging local participation in the stock exchange. 

Perhaps, apart from the trading floors in some cities, more local branches may have to be 

considered in order to further reduce “... brokers‟ running costs, otherwise exacerbated by poor public 

infrastructure and utilities e.g. telephone, transportation, etc”. 

The various „products‟ being traded in the capital market also need to be continuously reviewed 

and repackaged with a view to making them more relevant to the needs of investors. 

Aggressive advertising of the activities of the Stock Exchange becomes imperative if there must 

be greater patronage of the capital market. The advertising must particularly target specific corporate 

and institutional investors. The example of the Central Bank of Nigeria (CBN) in creating public 

awareness for its activities through radio and television advertisements on recently introduced new 

currency notes is an example in this respect. Such grassroots enlightenment has the capacity of creating 

understanding and awareness of the activities of capital market thereby making people to create interest. 
The needs of consumers for any product are bound to change. It is the responsibility of a 

marketing orientated organization to continuously research into the new needs of its market. This is also 
relevant to the capital markets. A purposeful research into the capital funds needs of local investors will 
also be an important task for the stock exchange in order to ensure more encouraging patronage and 
better fortune. 

Summary and Conclusion 

By comparative analysis, the Nigerian capital market can be described as young, especially 

when compared to markets in many countries, especially, the developed worlds. The owners of Nigerian 

Stock Exchange have envisioned greater roles for the exchange in the development of the Nigerian 

economy. Unfortunately, these roles are not wholly being realized as expected. This is as a result of 

many problems confronting the capital market in general. To surmount the problems, a lot of solutions, 

both economic and legal, had been effected. However, like many Nigerian organizations, much 

emphasis has not been given to marketing. Marketing possesses the potentialities of enhancing the 

growth of the Nigerian Capital market. These include imbibing the philosophy of marketing as a 

corporate policy, using public relations/publicity to improve the market‟s image, designing special 

package of incentives for specific investors, bringing the market more closer to investors by creating 

more branches etc. 

From the various analyses, it is clear that marketing, if effectively employed, could improve the 

fortunes of capital market operations in Nigeria. 
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