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ABSTRACT

This study sets out to investigate the effect of fiscal policy on 
stock market performance in Nigeria. Specifically, the study 
examines if shocks in government expenditure and government 
debt affects stock market performance. The period of the study is 
from 1981-2012. Following the VAR estimates, the variance 
decomposition and impulse response analysis was employed to 
empirically show the effects of fiscal and policies on stock market 
performance. The result of this study reveals that market 
capitalization does not react immediately to fiscal policy but 
reacts with a significant time lag. This suggests that there is the 
need for effective fiscal policy coordination and increased 
efficiency of institutions that are expected to facilitate the fiscal 
policy execution.  In addition, policy coordination between the 
central bank and the government is still relatively nascent. 
Consequently, the gains from policy coordination in the context 
of improving stock market performance could easily be eroded. 
Thus the study recommends that it will be useful to further 
strengthen the coordination arrangement by close monitoring of 
the impact of fiscal policies on the economy. 
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2. Testing of the variables in the hypothesis (Ho ) 1

suggests a strong relationship between staffing and 
utilization of special collections in the university 
libraries studied (r = 0.142, P= 0.105).

Discussion 
While a relationship between staffing and utilization of special 
collections by users' has been found, evidence of special collection 
management in the libraries under study is grossly inadequate 
which contributed to the under utilization of special collections in 
these libraries studied.

The only research question analyzed revealed that, the 
frequency of utilization of special collections in the libraries 
studied was than once a month and 1-3 times a month as indicated 
by 69% and 66% respectively. The result is an indication of under 
utilization of these special collections. This result is significant and 
corroborated those of Onifade (2006) that special collections in 
some university libraries are fairly utilized while in others 
underutilized.

 There was significant relationship between staffing and 
utilization of special collections in the libraries studied. This 
finding rejected the null hypothesis which predicted, that there was 
no significant relationship between the two variables. The finding 
of the study corroborates Ajayi and Adetayo (2005); Oyesiku and 
Oduwale (2004); Emerole and Ogugua (2007); Echezona & 
Afolabi (2009); and Chiya (2014), lamented that, the effectiveness 
of library services depends upon the availability, competence and 
good attitude of staff, which are the most important elements in 
resources utilization. It is evident from the finding that the special 
collections studied lacked adequate, knowledgeable, competent, 
and courteous staffing with willingness to help users which 
ensures utilization and users satisfaction. This finding is in 
agreement with the early result which showed negative frequency 
of special collection utilization by users, because of inadequate, 
untrained and knowledgeable staff with empathy to users which 
are the bedrock for the utilization of special collection and the 
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INTRODUCTION

All over the world, the capital market has played significant roles 
in national economic growth and development. Essentially, the 
stock market provides liquidity, contributes to capital formation, 
and investment risk reduction by offering opportunities for 
portfolio diversification. However, equity investments are 
generally very liquid and the time horizons of equity investors are 
often relatively short. As a result, changes in government policies 
can trigger a swift response by investors. Government policies that 
enhance investor confidence will be rewarded by higher stock 
prices and market valuations. On the other hand, investors can 
quickly withdraw their funds if governments choose market-
unfriendly policies, thereby generating downward pressure on 
stock prices and valuations. Stock markets, in short, are a valuable 
indicator of financial actors' preferences over government policy 
outcomes.   In recent years, there has been growing literature 
explaining the relationship between fiscal policy and stock market 
performance both in the developed and developing world (Agnello 
& Sousa 2012; Afonso & Sousa, 2011; Goodness, Rangan, Charl, 
Stephen & Zeynel 2012) and these studies are characterized with 
no clear-cut predictions on the impact of ?scal policy on stock 
market. for example,  while Agnello and Sousa (2012)  found that 
there is an immediate temporary negative response of stock prices 
to fiscal policy shocks, Afonso and Sousa (2011) found that 
government revenue shocks has little but positive effects on stock 
prices. Laopodis (2010) showed that fiscal policy is important for 
stock prices. Another gap identified is that aside from the polarity 
in the research empirics in this area, theoretically also, the 
influence of fiscal policy on stock markets seems to lie within an 
unsettled theoretical domain depending on whether it is viewed 
from a Keynesian, classical or Ricardian equivalence approach. 
Fiscal policy used in a Keynesian manner can support aggregate 
demand, boosting the economy and potentially driving stock 
prices higher.  In contrast, classical economic theory focuses on 
the crowding out effects of fiscal policy in the market for 'loanable' 

funds and of the productive sectors of the economy. Hence, fiscal 
policy could potentially drive stock prices lower through the 
crowding out of private sector activity.  Furthermore, from a 
Ricardian perspective (Emad 2006) fiscal policy is impotent and 
as such will have no effect on stock markets.  Consequently, there 
is the need to show what the empirical findings are for Nigeria and 
on what side of the theoretical divide can the findings be situated.

Specifically, for Nigeria, the focus of most studies for example 
(Ogbole, Amadi & Essi, 2011; Abata, Kehinde & Bolarinwa 2012; 
Olopade & Olopade 2010; Medee & Nenbee 2011) from have 
been in the area of the effect of fiscal policy on economic growth 
and therefore not much is known about the reaction of stock 
market in Nigeria's to fiscal policy. It is therefore of utmost 
importance to investigate the effects of fiscal policy on the 
Nigerian stock market performance especially as  it has been  
difficult for the market to return to its pre-crisis level despite 
several reforms. The objective of this study is to examine the 
impact of fiscal policy on stock market performance in Nigeria. 
The study hypothesizes that fiscal policy has a significant impact 
on stock market performance in Nigeria.

 LITERATURE REVIEW

Goodness, Mehmet, Rangan, Charl, Stephen and Zeynel 
(2012), did a study on fiscal policy shocks and the dynamics of 
asset prices using South Africa as a case study. The sign restriction 
was used to identify government revenue and spending shocks. 
They identified 3 types of fiscal policy scenarios; a deficit 
financed spending increase, a deficit financed revenue cut and a 
balanced budget spending increase. The quarterly data was used 
ranging from 1966 to 2011 using real household consumption, 
real non-residential investment, real GDP, total government 
expenditure and revenue, real wage, treasury bill and the CPI 
using the Bayesian Vector Auto Regressive [BVAR] estimation 
technique. The study found that deficit spending shock does not 
affect house prices but temporarily exerts positive effects on stock 
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