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Abstract 
This study examines the effect of pension funds on capital market development in Nigeria. An ex-post facto research 

design was employed for this study.Secondary data were collected from Central Bank of Nigeria Statistical Bulletin 

for forty-eight quarter periods spanning through 2008Q1 to 2019Q4. Employing the econometric methodology of 

the Johansen Cointegration and Vector Error Correction Model (VECM), the study shows long run relationships 

among the variables. The result shows that pension contributory funds have no significant effect on capital market 

development in Nigeria, while pension investment has significant effect on capital market development in 

Nigeria.The study recommends thatgovernment through its policy making should encourage more investment of the 

fallow pension funds into lucrative securities in the capital market. This will enhance the development of the capital 

market and further develop the financial sector which will in turn translate to the growth and development of the 

economy. Furthermore, voluntary contributions into the pension funds should be encouraged so as to the funds that 

will be available for investment in the capital market.    
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1. INTRODUCTION 

 

Retirement income is an extremely important component of every individual‟s life cycle. 

It can come from one of the four pillars of support in old age: unfunded state pensions (that is, 

transfers from the current working population via the tax system), funded private pensions (that 

is, from savings accumulated in private sector pension schemes), direct private savings, and post-

retirement work. Throughout the world, governments are looking to funded private pension 

schemes to solve the problem of providing pensions to their ageing populations. A pension fund, 

also known as a superannuation fund in some countries, is any plan, fund, or scheme that 

provides retirement income. Pension funds are pooled monetary contributions from pension 

plans set up by employers, unions, or other organizations to provide for their employees' or 

members' retirement benefits (Thomas & Spataro, 2016). 

The iNigerian ipension isystem ihas icome ia ilong iway. iIt ibegan iwith ithe ipublic-

sector iPension iOrdinance iof i1951 ias ipromulgated iby ithe icolonial iauthorities iwhich ihad 

a iretroactive ieffect ifrom iJanuary i1, i1946 i(Eme i& iUgwu, i2011). iThe iPension iReform 

iAct i2004, iwhich iwas irepealed iand ireplaced iwith ithe iPension iReform iAct i2014, 
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iestablished ia imandatory iContributory iPensioniScheme i(CPS) ifor iworkers iin iboth ithe 

ipublic iand iprivate isectors. iSection i4 iof ithe iAct, iprovides ifor ia imandatory iminimum 

icontribution iof iten iand ieight ipercent iof iemployee‟s imonthly iemolument iby ithe 

iemployer iand iemployee irespectively. iEach iemployee iis ito iopen ia iRetirement iSavings 

iAccount i(RSA) iinto iwhich ithe icontributions iare ito ibe ipaid, iwith ia iPension iFund 

iAdministrator i(PFA) ilicensed iby ithe iNational iPension iCommission, iestablished iunder 

isection i17 iof ithe iAct, ito iregulate iand isupervise ipension ischemes iin ithe icountry. iThe 

iPFA iis ito imanage iand iinvest ithe ifund iin ithe iRSA, ifrom iwhere ia icontributor iwill 

idraw ibenefits ion iretirement, iin iline iwith ithe iprovisions iof ithe iAct. iThis ihas iincreased 

inational isavings iPensions ifund iliabilities ito ihave ia ilong imaturity iperiod, iconsequently, 

ithey iare iopen ito ilong iterm iinvestment ithrough ilong iterm iequity istakes. iAs iat i31, 

iAugust i2018, ithe iNigeria‟s iNet iAssets iValue iof iPension iAssets iunder ithe iContributory 

iPension iScheme iwas iN8.3 itrillion. iOf ithe iN8.3 itrillion iNet iAssets iValue, i69.30% iwas 

iinvested iin iFGN iSecurities, i8.33% iin iOrdinary ishares, i11.59% iin ilocal imoney imarket 

isecurities, i1.85% iin iStates igovernments‟ isecurities, i2.72% iin iReal iEstate iproperties. iThe 

ifund iwas ialso iinvested iin iSupra iNational iBonds i0.08%, iMutual iFunds i0.26%, 

iSpecialised iFunds i(Infrastructure iand iPrivate iEquity) i0.65% ietc i(PenCom iReport, i2019). 

 

Investment of pension fund in Federal iand iStates igovernments‟ isecurities ihas iassisted 

iboth iFederal iand iStates igovernments to cost-effectively imanage inational debts, thereby 

icontributing ito ithe ifinancial ineeds iand icontributing ito ithe ifinancial isector idevelopment. I 

Pension ifund ihas icome iin ias an iindependent ifinancial iintermediary, as the nation‟s iprivate 

ibusiness ienterprises ino ilonger irely on banks as the sole sources of capital for the financing iof 

itheir ibusinesses (Dostal, i2010). The pension fund is getting into real estate, iinfrastructure iand 

imutual fund. The pension fund therefore provides aidomesticisource iof iborrowing, iwhich 

idoes not iattract ihigh iinterest irate. The igrowing size of pension iassets iis iimpacting ion ithe 

ifinancialilandscape, with a growing role of institutional iinvestors i(Pension iFund 

iAdministrators)i(Odiai& Okoye, 2012). This is indicative ithat ithe iContributory iPension 

iScheme iis iimp iactive ipositively ion ithe ifinancial isector iand iinvariably ion ieconomic 

igrowth iof ithe ination. 

The imarket iis iassumed icompetitive, information efficient, and commands isecurities 

ipriced iunder igiven ihomogenous iexpectation. The imarket itherefore iaffords ipension funds 

iwith idiversified isavings iinstruments, imechanism iand iother ieconomic iutilities for iits ihuge 

iresources ito iactualize iefficient ipricing iand ivaluation iof iits iassets. Merton and iBodie 

i(2015) iopine ithat ithese iand iotherifunctions iof ithe ifinancial isystem imay be iimproved iby 

ipension ireform. iIn ithis iregard ithe ifund‟s isuperior icontribution ito idepth, ibreadth iand 

iwidth iof ithe icapital imarket iis iparticularly iimpressive i(Carmichael i& iPomerleano, i2012). 

Blommestein i(2018) ireveals ithat ifor ithe ifinancial imarket ithat iabsolves ivast iamount iof 

isavings ifrom ipension ifunds imeans ithat ifinancial ipolicy imakers ineed ito ibe iacquitted 

iwith iinvestment iand itrading istrategies iof ipension ifunds iand iactivities iof iother iallied 

iinstitutions iassociated iwith imanaging iretirement iincome. iKalu iand iAttamah i(2015) 

iargues ithat ithough iboth ithe icapital imarket idevelopment iand ipension ifund isystem iare 

iclosely iconnected, ithe iargument ias ito iwhich icomes ifirst iis ihard ito iestablish. 
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The potential for pension fundsitoicontribute to capital markets and thereby economic 

igrowth ihas been argued oniaitheoretical basis and idemonstrated iempirically. However, 

ireforms ifostering ithe development iof ifundedipension systems have inot ihad ithe ieconomic 

iimpact ihoped ifor iin isome icountries i(Stewart, iet ial., 2017). One major problem facing ithe 

icontributory ipension fund iin iNigeria iis ilimited iin-vestment outlets for instance, there iare 

ionly ieleven iclasses of investment iavailable ifor iinvestment iof pension assets which iis 

iestimated iat iN2, i029.77 billion (PENCOM, 2010). The investment outlets may not be ienough 

ito iassimilate ithe iaccumulated ipool iof ipension ifund iassets. iThus, ia ipool iof ipension 

ifunds imay ibe ichasing irelatively ifew iquality iinvestments i(Eche, i2017). iSixteen iyears 

iafter ithe iintroduction iof icontributory ipension ischeme iin iNigeria, ithere iis istill idoubt ias 

ito ithe ability of the scheme ito solve theiproblem of scarcity iof ilong-term ifunds ifor ilong-

term iinvestment. iOlanrewaju, (2011) siobserved ithat iforced isavings iin ia ilow-income 

icountry iwith ilarge iscale ipoverty iand iinadequate icomplementary isocial isecurity isystem 

imay inot ibe idesirable iin iNigeria. iPension ifund iportfolios iin isome icases ihave iremained 

ihighly iexposed ito ishorter-term iassets, isuch ias bank ideposits iand ishorter-term igovernment 

ibonds. iThis, iin iturn, ihas iled ito irelatively ilow iinvestment ireturns, ithereby ipotentially 

iaffecting iincome iadequacy iin iretirement. There are few studies ion istudies ion ipension ifund 

iand icapital imarket isuch ias: iThomas iand iSpataro (2016) iinvestigated ithe ieffects iof 

ipension ifunds ion imarkets iperformance: A review, Okparaka i(2018) iexamined ithe ieffect 

iof icontributory ipension ischemeion Nigerian icapital imarket. iThis ipaper iaims ito ished 

ilight ion ihow ipension ifunds iaffect capital imarket idevelopment iby iproviding ia isystematic 

ianalysis iof ithe ipension ifund iinvestment ibehavior and the factors ithat iconstrain iit. As such, 

the imain iobjective iof ithis istudy iis ito iinvestigate ithe ieffect of pension funds ion icapital 

imarket idevelopment iin iNigeria.  

 

The ifollowing inull ihypotheses iwere itested: 

H01: Pension icontribution ifund ihas ino isignificant ieffect ion icapital imarket idevelopment 

iin Nigeria. 

H02: Pension iinvestment ihas ino isignificant ieffect ion icapital imarket idevelopment iin 

iNigeria 

 

2. LITERATURE IREVIEW 

 

2.1 Conceptual Review 

 

2.1.1 Pension iFunds 
 

Pensionifunds are pools of savings accumulated iduring ithe iworking ilife iof 

iindividuals. iAt iany igiven ipoint iin itime, ithey iare ithe isum iof ithe iflow iof ithe iemployer 

iand iemployee icontributions, iinvestment iincome, iand ieventual ibenefits ipaid. Their 

idefinition ivaries ifrom icountry ito icountry idepending ion ithe ispecific ipension iplan ior 

ischeme iarrangement. Pension fund, ialso iknown ias ia isuperannuation ifund iin some 

icountries, iis iany iplan, ifund, ior ischemeithat iprovides iretirement iincome i(Vittas, i2016). 

iPension ifunds iare ipooled imonetary contributions from ipension iplans iset iup iby 

iemployers, iunions, ior iother iorganizations to iprovide ifor itheir iemployees' ior imembers' 
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iretirement ibenefits i(Thomas i& iSpataro, i2016). iAccording ito iPenCom i(2014) ithe 

iinfluence iof ithe iPension iFunds ion ithe idevelopment iof ithe ilocal icapital imarket ihas 

iarisen ilargely ithrough ithe iinvestment iof ithe iSystem‟s iresources iin idifferent isecurities 

iand itheir itrading ion ispecific imarkets. iPension ifunds ican ibe imore ior iless isegregated 

ifrom ithe ibalance isheet iof ithe iplan isponsor. iAutonomous ipension ifunds iare ilegally 

iseparated ifrom ithe iplan isponsor itaking ithe iform iof ieither ia ispecial-purpose ilegal ientity 

i(a ipension ientity) ior ia iseparate iaccount imanaged iby ifinancial iinstitutions ion ibehalf iof 

ithe iplan imembers i(Impavido, i2013). iPension ifunds ithat isupport ipersonal ipension iplans 

iare, iby idefinition, iautonomous. iBoth iin ioccupational iand ipersonal ipension iplans, 

itheiplan imembers ihave ia ilegal ior ibeneficial iright ior isome iother icontractual iclaim 

iagainst ithe iassets iheld iin ithe iautonomous ipension ifund irepresenting ithe ifinancial 

collateral iof itheir ibenefit ipromise. 

 

  In ithe iopinion iof iGunu iand iTsado i(2012) iStock ibroking ifirms istand ito iprofits 

ifrom ithe ihigher ibusiness ivolumes iwhich ithe iincreased itransactions ion iretirement ibonds, 

icorporate ibonds iand iequities iconsequent iupon ithe ihigher icapital imarket ioperations ithat 

iincrease ipension ifunds iwould iengender. iPension ifunds, ias iwell ias iother iinstitutional 

iinvestors, iprovide imeans iof irisk ipooling ifor ismaller iindividual iinvestors, ithus iproviding 

idiversification iand ienhanced irisk-return iopportunities ifor iend-investors. iTheir isuperior 

icapacity ito iabsorb iand iprocess iinformation, iand itheir iability ito itransact iin ilarge 

ivolumes, ilowers ithe icost iof iintermediation iand ibenefits iinvestors iand iissuers ialike 

i(Roldos, i2014). iIn iaddition ito iproviding ibetter irisk imanagement iand ilower itransaction 

icosts, itheir ilong-term iliabilities iallow ipension ifunds ito iinvest iin iand icontribute ito ithe 

idevelopment iof ilonger-term isecurities imarkets. 

 

The iintroduction iof ifunded ipension isystems iallows ipension ifunds ito iaccumulate 

iassets ithat ican ibe iinvested iin ifinancial imarkets. iEven iin ithe icase ithat ipension isavings 

icrowd iout iother ihousehold isavings isuch ithat ithe itotal isavings iin ithe ieconomy ido inot 

iincrease, ithe iaccumulation iof ipension ifund iassets iis iexpected ito ipotentially ipromote 

idepth iand iliquidity iin ithe icapital imarkets ibecause iof ithe idifferent iinvestment ibehavior 

ibetween ihouseholds iand ipension ifunds. iWith iaccumulating iassets iand ithe ilonger-term 

inature iof itheir iliabilities, ipension ifunds ihave iincentives ito iinvest imore iin iilliquid iand 

ilong-term iassets ithat iyield ihigher ireturns, iand ithus iprovide ia ilong-term isupply iof ifunds 

ito ithe icapital imarkets i(Davis, i2015). iAs iwell, iCatalan, iImpavido, iand iMusalem i(2010) 

iargue ithat iwith itheir istake iin iilliquid ipension ifunds, ihouseholds iwill iincrease itheir 

iliquidity iby iholding ideposits iin ithe ibanking isector, iopen-end imutual ifunds, iand itraded 

isecurities, iat ithe iexpense iof iother iilliquid iassets isuch ias ireal iestate ior inon-traded 

ifinancial iinstruments. iSuch ibehavior iwill ialso istimulate ifinancial imarket idevelopment. 

 

Pension ifund  iactivities imay ialso iinduce icapital iand ifinancial imarket idevelopment 

ithrough itheir isubstituting iand icomplementary iroles iwith iother ifinancial iinstitutions, 

ispecifically icommercial iand iinvestment ibanks. iAs icompeting iintermediaries ifor 

ihousehold isavings iand icorporate ifinancing i(as inoted iby iImpavido, iMusalem, iand 

iTressel, i2012), ipension ifunds ifoster icompetition iand imay iimprove ithe iefficiency iof ithe 

iloan iand iprimary isecurities imarkets. iThis iresults iin ia ilower ispread ibetween ilending 
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irates iand ideposit irates, iand ilower icosts ito iaccess icapital imarkets. iOn ithe iotherihand, 

iDavis i(2015) iargues ithat ipension ifunds imay icomplement ibanks iby ipurchasing ilong-term 

idebt isecurities ior iinvesting iin ilong-term ibank ideposits. iOther ipotential iimpacts ifrom ithe 

igrowth iof ipension ifunds iinclude ian iinducement itoward ifinancial iinnovation, 

iimprovement iin ifinancial iregulations iand icorporate igovernance, imodernization iin ithe 

iinfrastructure iof isecurities imarkets, iand ian ioverall iimprovement iin ifinancial imarket 

iefficiency iand itransparency i(Davis, i2015). iSuch iimpacts ishould iultimately ispur ihigher 

ilong-term ieconomic igrowth. 

 

2.1.2 Capital Market 
 

According ito iAl-Faki i(2016), ithe icapital imarket iis ia i“network iof ispecialized 

ifinancial iinstitutions, iseries iof imechanisms, iprocesses iand iinfrastructure ithat, iin ivarious 

iways, ifacilitate ithe ibringing itogether iof isuppliers iand iusers iof imedium ito ilong iterm 

icapital ifor iinvestment iin isocio-economic idevelopmental iprojects”. iNwankwo i(2018) isays 

ithat ithe icapital imarket icomprises ithe icomplex iof iinstitution iand imechanism ithrough 

iwhich iintermediate iterm ifunds iand ilong-term ifunds iare ipooled iand imade iavailable ito 

ibusiness, igovernment iand iindividual. iEkezie i(2012) inoted ithat icapital imarket iis ithe 

imarket ifor idealings i(i.e. ilending iand iborrowing) iin ilonger-term iloanable ifunds. iMbat 

i(2011) idescribed iit ias ia iforum ithrough iwhich ilong-term ifunds iare imade iavailable iby 

ithe isurplus ito ithe ideficit ieconomic iunits iCapital imarket iis ia icollection iof ifinancial 

iinstitutions iset iup ifor ithe igranting iof imedium iand ilong-term iloans. iIt iis ia imarket ifor 

igovernment isecurities, ifor icorporate ibonds, ifor ithe imobilization iand iutilization iof ilong-

term ifunds ifor idevelopment i– ithe ilong-term iend iof ithe ifinancial isystem i(Osinubi, 

i2016). 

 

The icapital imarket iis  idivided iinto ithe iprimary iand ithe isecondary imarket. iThe 

iprimary imarket ior ithe inew iissues imarket iprovides ithe iavenue ithrough iwhich 

igovernment iand icorporate ibodies iraise ifresh ifunds ithrough ithe iissuance iof isecurities 

iwhich iis isubscribed ito iby ithe igeneral ipublic ior ia iselected igroup iof iinvestors. 

iAccording ito iSoyede i(2015) iPrimary imarket iis ia imarket ifor inew isecurities. iIt iis ia 

iplatform iwhere ithe icompany ior igovernment ican iraise imoney ifor iinvestment ior iwhere 

ialready iquoted icompanies ican iraise ifresh ifunds ifor iexpansion. iBoth ithe iSecurities iand 

iExchange iCommission i(SEC) iand ithe iNigerian iStock iExchange i(NSE) iare iinvolved iin 

iprimary imarket iactivities. iThe iissuing ihouses iand istock ibrokers ialso iplay iprominent 

iroles. 

 

The isecondary imarket iprovides ian iavenue ifor isale iand ipurchase iof iexisting 

isecurities. This ienhances ithe inew iissue imarket iin imany iways, iit iprovides ithe imeans by 

iwhich iinvestor ican imonitor ithe ivalue iof itheir ishares iand iliquidate ithem iwhen ithey 

iwish ito ido iso. According ito iPandey (2016), iit iis a itype iof imarket iwhere iexisting 

isecurities iof ia imarket iare itraded ion idaily iand icontinuous ibasis. It is the imarket ifor 

iexisting securities. This iconsists iof exchanges iand over-the icounter imarkets iwhere 

isecurities iare ibought iand isold iafter itheir iissuance iin ithe iprimary imarket. The ifollowing 
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ifinancial iinstrument itraded iin ithis imarket iincludes iforeign iexchange iinstruments, iequity 

iinsurance icredit imarket iderivatives iand ihybrid iinstruments i(Ekiran, i2019). 

 

2.2 Theoretical iFramework 

 

2.2.1 Accelerator iTheory 

 

The iAccelerator itheory iserves ias ithe ibasis ifor ithis istudy. iThe iaccelerator itheory 

isuggests ithat ithe ilevel iof iinduced iinvestment iwill ibe idetermined iby ithe irate iof ichange 

iof inational iincome i(and inot iinterest irate).iWhen inational iincome iis irising irapidly, ithen 

ifirms iwill iwant ito imeet iincreasing idemand iby iexpanding itheir icapacity. iBut ias ithe irate 

iof iGNP igrowth ifalls, ibusinesses iwill ino ilonger ineed ito iadd ito icapacity iand iso 

iinvestment ilevels ifall iback ito ithe ioriginal ilevel inecessary ito imaintain idepreciated 

icapital. The iAccelerator itheory iof iinvestment isuggests ithat ias idemand ior iincome 

iincreases iin ian ieconomy, iso idoes ithe iinvestment imade iby ifirms. iFurthermore, 

iaccelerator itheory isuggests ithat iwhen idemand ilevels iresult iin ian iexcess iin idemand, 

ifirms ihave itwo ichoices iof ihow ito imeet idemand. iIt iis ieither ito iraise iprices ito icause 

idemand ito idrop ior ito iincrease iinvestment ito imatch idemand. iThe itheory iproposes ithat 

imost icompanies ichoose ito iincrease iproduction ithus iincrease itheir iprofits. iThe itheory 

ifurther iexplains ihow ithis igrowth iattracts imore iinvestors, iwhich iin iaccelerates igrowth. 

The iaccelerator itheory iis ian ieconomic ipostulation ithat iinvestments imade iby icompanies 

iincrease iwhen ieither idemand ior iincome iincreases. iThe itheory ialso isuggests ithat iwhen 

idemand iproduces ian iexcess iof idemand, icompanies ican imeet ithe ineed iin itwo iways: 

idecrease idemand iby iraising iprices ior iincrease iinvestment ito ithe ilevel iof idemand. iThe 

iaccelerator itheory iposits ithat icompanies itypically ichoose ito iincrease iproduction, ithereby 

iincreasing iprofits; ithis igrowth, iin iturn, iattracts ifurther iinvestors ithat iworks ito iaccelerate 

igrowth. 

 

2.2.2 Modern iPortfolio iTheory 

 

Modern iportfolio itheory i(MPT) ideveloped iby iMarkowitz i(1952) istates ithat ithe 

irate iof ireturn ivariance iis ian iimportant imeasure iof iportfolio irisk igiven isome 

iassumptions ithat irelate ito ithe ibehavior iof iinvestors. iAccording ito iMPT iinvestors ishould 

inot ionly ifocus ion ireducing ioverall iportfolio irisk ithrough idiversification ibut ialso ilearn 

ieffective idiversification iin iorder ito ibe iable iselect iprofitable iinvestments. iMPT iassumes 

ithat iinvestors iare iable imaximize itheir ireturn ion iinvestment ifor ia icertain irisk ilevel. 

iHowever, iinvestors iare imostly irisk iaverse ithus iare imore ilikely ito isettle ifor iassets iwith 

ilower irisk ilevels igiven idifferent iassets iwith iequal irates iof ireturn. According ito iMPT, 

iinvestors ican iminimize iportfolio irisk iif ithey ipay iattention ito ithe ivolatility iof iexpected 

ireturns iby ipicking iassets iwith idissimilar iprice imovement. iBodie iet ial. i(2008) iadds ithat 

iinvestors iwhen iconstructing itheir iportfolio idecide ion ithe iasset iallocation ifrom iamong 

ithe ibroad iasset iclasses iand iselect isecurities ito ihold iin ieach iasset iclass. iThis iapplies ito 

ithe istudy ias ipension ifunds iinvest iin idiversified iportfolios ion ithe iNSE iso ias ito 

imaximize ion ireturns iand iminimize ion ithe irisks. iDiversification iof ipension ischemes‟ 

iinvestment iportfolio ican ialso iprovoke idevelopment iof inew icapital imarket iinstruments. 
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iTheiinvestments iare imainly iin ibonds iand iequities iwhich ihave ivarying irisks iand ireturns. 

iThe iinvestments imade icontribute ito ithe imarket icapitalization, ivolume iand ivalue iof 

ishares itraded iat ithe iNSE. 

 

2.2.3 Efficient iMarket iHypothesis 

 

This itheory ias iadvanced iby iEugene  i(1970) iexplains ithe ibehaviour iof ia iperfect 

imarket iwhere isecurities iare iin iequilibrium. iAccording ito iFama, isuch ia imarket iis iwhere 

ithe isecurity iprices ifully ireflect iall ipublic iinformation iavailable iand ithe imarket ireacts 

iswiftly ito inew iinformation ithus ienabling ithe istocks ito ibe ifairly ipriced. iThere iare ithree 

imain itypes iof imarket iefficiencies. iWeak iform iefficiency iis iwhere iprices iof iassets ionly 

ireflect iall ithe ipast ipublicly iavailable iinformation. iSemi-Strong iefficiency iis iwhere iprices 

ireflect iall ipublicly iavailable iinformation iand ithey iadjust ito iany inew iinformation. iStrong 

iform iof iefficiency iis iwhere iprices ireflect iall iinformation iwhether ipast ior ipresent, iand 

isuch ithat ino iinvestor ican ibenefit iin iform iexcess ipayoffs. iTrading iactivities ion ithe iNSE 

ispur ifinancial isector idevelopment ithrough ienhancing iliquidity iproviding ia imechanism ifor 

iprice idiscovery iand ireduction iof itransaction icosts. iThis ilowers ithe icost iof igenerating 

iand idisseminating iof iinformation imarket iplayers ithus iimproving iefficiency i(Yartey i& 

iAdjasi, i2007). 

 

2.3 Empirical iReview 
 

Some istudies ihave isought ito iquantify ithe iimpacts iof ipension ifunds ion icapital 

imarkets, ibut ithe iliterature iis istill irelatively isparse. iCatalan, iImpavido, iand iMusalem 

i(2010) iconduct iGranger icausality itests ion i14 iOECD icountries iand i5 ideveloping 

icountries, iseparately, ito isee ithe icausal irelationship ibetween istock imarket idevelopment 

iand icontractual isavings iinstitutions iincluding ipension ifunds. iThey iconclude ithat 

icontractual isavings ipredominantly iGranger icause istock imarket idevelopment. iTo ia ilesser 

iextent, ithe icausality ihappens isimultaneously ibetween ithem, iand ivery islightly, ithe 

icausality iruns ithe iother idirection. iEven ithough ithey ifind isuch icausal ievidence, itheir 

iestimation imight isuffer ifrom ithe ismall inumber iof itime iperiod iobservations. iFor 

iexample, ithe inumber iof iobservations iis ionly i6 ifor iAustria, i8 ifor iPortugal, iand i9 ifor 

iAustralia. 

 

Walker iand iLefort i(2002) icarry iout ia ipanel istudy iusing ia iGeneralized iLeast 

iSquares i(GLS) iestimator ifor i33 iemerging imarkets iand ifind ipositive ilinks ibetween 

ipension ireform iand icapital imarkets. iThey ifind ithat ipension ifund iassets ireduce idividend 

iyields iand iincrease iprice-to-book iratios, ithereby iimplying ia idecrease iin ithe icost iof 

icapital. iHowever, ithey ialso iadmit ithat isome iof itheir iestimation iresults imay isuffer 

iseverely ifrom imeasurement ierror iproblems, iand itheir iconclusions iare ipreliminary iand 

ineed ito ibe iverified iagain iwhen ia ilonger iperiod iof iobservations ibecomes iavailable. I 

 

Impavido, iMusalem, iand iTressel i(2003) iincorporate idynamic ipanel imodels ito 

iestimate ithe iimpact iof icontractual isavings iinstitutions ion istock imarket iand ibond imarket 

idevelopment. iWith ithe iuse iof ian iArellano iand iBond i(1991) idifferenced iGMM iestimator 
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ion i32 ideveloped iand ideveloping icountries, ithey ifind ithat icontractual isavings ifinancial 

iassets ihave isignificant iimpacts ion istock imarket iand ibond imarket idevelopment. 

iNonetheless, iwith ia ismall inumber iof icross-section iunitsiand ishort itime iperiods i(six 

iyears ion iaverage iin itheir istudy), ithe iGMM iestimators isuffer ifrom ipotentially ilarge 

ifinite isample ibias. I 

 

Meng iand iPfau i(2010) iemployed ipanel iregression imodel iin iinvestigating ithe 

iimpacts iof ipension ifunds ion icapital imarket idevelopment iacross i32 ideveloped iand 

iemerging imarket icountries. iThe iresult irevealed ia ipositive irelationship ibetween ipension 

ifund iand icapital imarket idevelopment. iHowever, itheir iregression iresult iwent ifurther ito 

ievidenced ithat ithe iimpact iof ipension ifund ion icapital imarket idevelopment iis ionly 

isignificant ifor icountries iwith ihigh ifinancial idevelopment, iand ipension ifunds ido inot 

iimpact icapital imarket idevelopment iin ithe icountries iwith ia ilow ilevel iof ifinancial 

idevelopment. iThe iresults isuggest ithat icountries iwith i„low‟ ifinancial idevelopment ishould 

ireconsider ithe imanagement iapproach iand iinvestment istrategies ifor itheir ipension ifunds. 

 

Wanjala i(2013) iusing ia imultiple iregression imodel ianalyzed ithe irelationship 

ibetween ipension ifund iassets iand ieconomic igrowth iin iKenya. iSecondary idata ifrom ithe 

iperiods i2002 ito i2011 iwas igathered ifrom ifour i(4) imain iinstitutions ithat iincluded iRBA, 

iKNBS, iKIPPRA, iMinistry iof iFinance iand iPlanning iand iNSSF iand ianalyzed ithrough 

iSPSS isoftware ithrough iwhich igraphs, icharts iand ireports iwere igenerated iand iinterpreted. 

iThe iresults iof ithe ifindings ishowed ithat iretirement ipension iassets ipositively iaffected 

ieconomic igrowth iin iKenya. iThe ifindings ialso ishowed ithat iretirement ipension iassets iand 

ithe istock imarket icapitalization ihad irelatively iincreased iin icomplete iterms iover itime 

 

Njeru i(2014) icarried iout iinferential istatistics ito ievaluate ifinancial iperformance ion 

iportfolio iholdings iby ipension ifunds iin iKenya. iUsing ia isample iof i35 ipension ifunds 

iselected ithrough ijudgmental isampling, ithe ifindings isuggested ithat ithe iperformance iof 

iequities iwas ibetter ithan iall iother iasset iclasses iover ia iperiod iof i1 iyear iand i3 iyears. 

iThe iperformance iwas ihowever ipoor iover ia i3-month iperiod. iEquities iperformed ibetter iin 

ilarge ifunds icompared ito imedium iand ismall ifunds. iOffshores ihad ithe ipoorest 

iperformance iespecially ifor imedium ipension ifunds. iA iperiod iby iperiod ianalysis irevealed 

ithat ithe ifunds iperformed iwell iover ilonger iperiods icompared ito ishorter iperiods. iThe 

iresearcher ialso inoted ithat ia ilarge iportion iof ipension ifund iholdings ihave ibeen iinvested 

ion ithe iNairobi iSecurities iExchange i(NSE) ias iopined iby iRBA. iFew ipension ifunds ihave 

ialso iinvested iminimal iamounts iin iproperty, ioffshore, iunquoted iequity iand icash iand icash 

iequivalents. 

 

Bereh, iWodung iand iGyang i(2014) ireviewed ithe ireform iefforts iin ithe iNigerian 

ipension isystem iwith ispecial iemphasis ion ithe i2004 ireforms. iConcepts irelating ito 

ipension, ireform iand ipension ireformsiwere idiscussed. iA ibrief isurvey iof ithe ihistory iof 

ipension ireforms, ifrom icolonial iNigeria iwas iundertaken, iwhile ifactors ithat iled ito ithe 

i2004 ireforms iwere idiscussed. iThe ipaper ihighlighted ithe iobjectives iof ithe ireforms iand 

ithe istrategies iput iin iplace itowards itheir iachievement. iThe isituation iof ipensions iin 

iNigeria itoday iwas iexamined iand ithe ichallenges iand iachievement iof ithe ipension ireforms 
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iwere ialso ihighlighted. iThe ipaper iconcludes ithat, ialthough ithe ireforms ihave iachieved ia 

ilot ibased ion iits iobjectives, ithere iis istill iroom ifor iimprovement igiven ithe imyriad iof 

ichallenges ithat icould icripple iit iif ileft iunchecked. iThe ipaper irecommended, iamong iother 

ithings, ia ireview iof ithe iAct ito iexpand iits iscope ito icover ievery iNigerian iworker ias 

iwell ias imaking imore istringent ithe ipenalties ifor iabuse ior inon-compliance iwith ithe iAct 

itowards iachieving isocio-economic idevelopment. iA icase iwas imade ifor ithe iestablishment 

iof ian iInstitute iof iPension iAdministrators iof iNigeria i(IPAN) ito ifurther iregulate iand 

idiscipline imembers. 

 

Enache, iMilos iand iMilos i(2015) iused ithe isingle iequation ierror icorrection imodel 

i(ECM) ito iinvestigate ithe iimpact iof ipension ifunds ion icapital imarket iin ia isampled iten 

i(10) iCentral iand iEastern iEuropean iCountries ifrom i2001 ito i2010. iThe ifinding iprovides 

ifurther ievidence iof ishort iterm iimpact iand ilower imagnitude ilong iterm iimpact ion imarket 

icapitalization. iZubair i(2016) iexamined ithe iimpact iof ipension ifund iinvestments ion ithe 

iperformance iof icapital imarket iin iNigeria. iThe istudy iis ia itime iseries ianalysis icovering 

ia iperiod ifrom i2009Q3 ito i2016Q1 iusing ithe iAutoregressive iIntegrated iMoving iAverage 

i(ARIMA) iregression itechnique. iThe istudy iconcludes ithat ithere iis ia isignificant ipositive 

irelationship ibetween ipension ifunds‟ iinvestments iand ithe iperformance iof icapital imarket 

iin iNigeria iafter ithe i2004 imajor iindustry ireform. iSpecifically, ithe istudy iconcludes ithat 

itotal ipension iinvestments iin iNigeria iimproved ithe iperformance iof ithe iNigerian icapital 

imarket isignificantly iin iterms iof idepth iand iliquidity i(market icapitalization iand ivalue 

itraded. iMoreover, ithe istudy iconcludes ithat ithe iinteraction iof imacroeconomic iindicators 

isuch ias iinterest irate, iinflation irate iand iGDP iper icapita iwith ipension iinvestments iaffect 

ithe icapital imarket iperformance isignificantly. 

 

Zubair i(2016) istudied ithe ieffects iof ipension ifunds‟ iinvestments ion icapital imarket 

iperformance iin iNigeria. iSpecifically, ithe istudy iconcludes ithat itotal ipension iinvestments 

iin iNigeria iimproved ithe iperformance iof ithe iNigerian icapital imarket isignificantly iin 

iterms iof idepth iand iliquidity i(market icapitalization iand ivalue itraded. iMoreover, ithe 

istudy iconcludes ithat ithe iinteraction iofimacroeconomic iindicators isuch ias iinterest irate, 

iinflation irate iand iGDP iper icapita iwith ipension iinvestments iaffect ithe icapital imarket 

iperformance isignificantly. Micah iand iObah i(2016) iinvestigated ithe irelationship ibetween 

ipension ifund iadministration iand iinfrastructure ifinancing iin iNigeria. iFindings ifrom ithe 

istudy ishow ithat ithere iis iRelationship ibetween iRetirement iPension iAccount iand iReturn 

ion iEconomic iand iSocial iInfrastructural iFinancing; ialso, ithe istudy ifound ithat ithere iis ia 

isignificant iRelationship ibetween iSuperannuation iPension iAccount iand iEconomic iand 

isocial iInfrastructural iFinancing iin iNigeria. iWith ithe ipool iof ipension ifunds, iinvestment 

iin iinfrastructure iprojects iwill ibe ivery imeaningful iand irelevant ito ithe igrowth iof 

iNigeria‟s ieconomy. I 

 

Okparaka iand iMakwe i(2019) iexamined ithe ieffect iof ipension iindustry iinvestment 

ion ifinancial iintermediation iin iNigeria. iThe istudy iused iEx-post ifacto iresearch idesign. iIts 

ispecific iobjectives iwere ito iexamine ithe ieffect iof iPension ifund iinvestment iin iFederal 

igovernment ibonds, iPension ifund iinvestment iin iState igovernment ibonds iand iPension 

ifund iinvestment iin iPrivate isector ibonds ion ifinancial iintermediation iin iNigeria. iOrdinary 
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iLeast iSquare iregression iwas iused ias ianalysis itechnique. iIt iwas ifound ithat iPension ifund 

iinvestment iin iFederal igovernment ibonds ihas ipositive iand ino isignificant ieffect ion 

ifinancial iintermediation iin iNigeria; iPension ifund iinvestment iin iState igovernment ibonds 

ihas inegative iand ino isignificant ieffect ion ifinancial iintermediation iin iNigeria; iand 

iPension ifund iinvestment iin iPrivate isector ibonds ihas ipositive iand ino isignificant ieffect 

ion ifinancial iintermediation iin iNigeria. iThis iimplies ithat ia iunit ichange iin ipension ifund 

iinvestment ido inot ilead ito isignificant iincrease iin ifinancial iintermediation. iBased ion ithe 

ifindings iof ithe istudy iit iwas iconcluded ithat ipension iindustry iinvestments ihave 

iinsignificant ieffect ion idepth iand iliquidity iof ifinancial iintermediation iin iNigeria. iIt iwas 

irecommended ithat ithe ipension iindustry ishould ispread iits iinvestments ibeyond ifinancial 

iinstruments iin iorder ito iwiden iits iinvestments iportfolio iand iaid ia ilarger isphere iof ithe 

ieconomy iwith iits iintermediation. 

 

3. METHODOLOGY 

 

The iresearch idesign iadopted ifor ithis istudy iis iex ipost ifacto idesign. iThe iExpost 

ifacto iresearch idesign iattempts ito iexplore ithe ieffect irelationship ithrough ithe iuse iof ian 

ialready iexisting idata. iThis istudy iuses iquarterly itime iseries idata icovering ithe iperiod 

i2008 ito i2019. iThe ivariables iof ithe istudy iare ipension icontributory ifund, ipension 

iinvestment iand imarket icapitalization. iData ifor ithe istudy iwas iobtained ifrom ithe iCentral 

iBank iof iNigeria iStatistical iBulletin i2019. iDescriptive istatistics iwas iused ito iexplain ithe 

idata. iA istationarity itest iwas iconducted ito itest ifor ithe ipresence iof iunit iroot iin ithe itime 

iseries idata. iIn iaddition, iCo-integration itest iwas iconducted ito iinvestigate ipossible 

icorrelation iamong ithe ivariables iof ithis istudy. iA ivector ierror icorrection imodel iwas ialso 

iused: iVector ierror icorrection imodel iis ia irestricted itype iof iVAR idesigned ifor iuse iof 

inon-stationary iseries ithat iare iknown ito ibe ico-integrated. iThe imodel iwas ispecified ias 

ifollows: i 

 

MCAP i= if i(PCF, iPI) i………………………………………………………... i(1) 

 

The iCointegration imodel iof ithe istudy iis irepresented iby: 

 i i i i  in−1  m−1 

ΔMCAPt i i=𝜇+∑ΓiΔMCAPt−i+ i∑γ1ΔPCFt–i+ iγ2ΔPIt–i+ iECMt-1 i+ i𝜀t i……………(2) 
  i i i i i i i i=1   i i ii=0 

Where: i i= iMarket iCapitalization; iPCF i= iPension iContributory iFunds; iPI i= iPension iInvestment; 

iand iECM i= iError-correction icoefficient; i𝜀 i= iError iterm; iΔ i= iFirst idifference ioperator; i𝜇 

i=Intercept ior iConstant; it-i i= iTime ilagged; iγ1– iγ2= iCoefficient iof iindependent ivariables. 
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4. FINDINGS AND DISCUSSIONS 

4.1 Descriptive iStatistics 

 MCAP PCF PI 

 iMean  i9890.782  i3262338.  i4295366. 

 iMedian  i10284.07  i3044991.  i3949082. 

 iMaximum  i14992.96  i7852569.  i10218053 

 iMinimum  i4483.500  i192714.9  i218319.1 

 iStd. iDev.  i2843.597  i2155306.  i2856979. 

 iSkewness -0.200337  i0.417749  i0.367495 

 iKurtosis  i1.902858  i2.161420  i2.081475 

 iJarque-Bera  i2.728521  i2.802549  i2.767796 

 iProbability  i0.255570  i0.246283  i0.250600 

 iObservations  i48  i48  i48 

Source: iEview iVersion i10 iOutput, i2020 

 

The itable iabove irevealed ithe idata iused iin ithe istudy iwith ithe imarket icapitalization ihaving ia 

imean ivalue iof i9890.782 iwhich imeans ithat imarket icapitalization iwas igood ibecause iit ihad icapital 

iwhich iis igreater ithan izero iwhile ithe ideviation ifrom ithe imean i(standard ideviation) iwas i2843.597. 

iThis imeans ithat imarket icapitalization iwas inormally idistributed ibecause ithe istandard ideviation 

ivalue iwas ilower ithan ithe imean ivalue. iIn ilike imanner, iit ihas ia imedian iof i10284.07 iwith iskewness 

iand ikurtosis iof i-0.200337 iand i1.902858 irespectively. iThe imaximum imarket icapitalization ias iat 

ithe iperiod iof ithis istudy iwas i14992.96 iwhich imeans ithat imarket icapitalization iwas inot imore ithan 

14992.96 iwhile ithe iminimum imarket icapitalization iwas i4483.500. i 

 

Also, ithe ipension icontributory ifund ihad imean ivalue iof i3262338, iwhile ithe ideviation ifrom 

ithe imean i(standard ideviation) iwas i2155306. iThis imeans ithat ipension icontributory ifund iwas 

inormally idistributed ibecause ithe istandard ideviation ivalue iwas iless ithan ithe imean ivalue. iIn ilike 

imanner, iit ihad ia imedian iof i3044991 iwith iskewness iand ikurtosis iof i0.417749 iand i2.161420 

irespectively. iThe imaximum ipension icontributory ifund ias iat ithe iperiod iof ithis istudy iwas i7852569 

iwhich imeans ithat ithe ipension icontributory ifund iwas inot imore ithan i7852569, iwhile ithe iminimum 

ipension icontributory ifund iwas i192714.9. In isimilar ivein, ipension  iinvestment ishowed imean ivalue 

iof i4295366 iand istandard ideviation iof i2856979. iThis imeans ithat ipension iinvestment iwas inormally 

idistributed ibecause ithere iwas ia iwide igap ibetween ithe imean iand istandard ideviation. iAlso, ithe 

imedian ivalue iwas i3949082 iwith iits iskewness iand ikurtosis ias i0.367495 iand i2.081475 

irespectively. iThe imaximum ipension iinvestment ias iat ithe iperiod iof ithis istudy iwas i10218053 

iwhich imeans ithat ithe ipension iinvestment iwas inot imore ithan i10218053 iwhile ithe iminimum 

ipension iinvestment iwas i218319.1. 

 

Table i2: Unit iRoot iTest 

Variables Adj. iT-Statistic Prob. iValues Order iof iIntegration 

MCAP -5.524224  i0.0000 I(1) 

PCF -8.604787  i0.0000 I(1) 

PI -8.331511  i0.0000 I(1) 

Source: iResearcher’s iComputation i2020. 
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To iexamine ithe iexistence iof istochastic inon-stationarity iin ithe iseries, ithe iresearch 

iestablishes ithe iorder iof iintegration iof iindividual itime iseries ithrough ithe iunit iroot itests. iThe itest iof 

ithe istationarity iof ithe ivariables iadopted iwas iAugmented iDickey-Fuller itest. iThe ivariables itested 

iare iMCAP, iPCF iand iPI iwith iresults ias ipresented iin iTable i2 iabove. From iTable i2, iit ican ibe iseen 

ithat iMCAP, iPCF iand iPI iwere ifound ito ibe istationary iat ifirst idifference, ithat iis, iat iorder iI(1). iThe 

iADF itest istatistics iare igreater ithan itheir irespective itabulated ivalues iand itheir ip-values iare iall 

ibelow ithe i0.05 isignificant ilevel ifor ithis istudy. iSince ithe ivariables iwere ifound istationary iat ifirst 

iorder iI(1), ithe iJohansen iapproach ito ico-integration iis iapplied ito idetermine ithe ilong irun 

irelationship iamong ithe ivariables. 

 

Table i3: Johansen iCointegration iAnalysis 

Date: i12/14/20 i i iTime: i17:36   

Sample i(adjusted): i3 i48   

Included iobservations: i46 iafter iadjustments  

Trend iassumption: iLinear ideterministic itrend  

Series: iMCAP iPCF iPI i   

Lags iinterval i(in ifirst idifferences): i1 ito i1  

Unrestricted iCointegration iRank iTest i(Trace)  

Hypothesized  Trace 0.05  

No. iof iCE(s) Eigenvalue Statistic Critical iValue Prob.** 

None i*  i0.445918  i43.63055  i29.79707  i0.0007 

At imost i1 i*  i0.220654  i16.47021  i15.49471  i0.0356 

At imost i2 i*  i0.103044  i5.002423  i3.841466  i0.0253 

 iTrace itest iindicates i3 icointegrating ieqn(s) iat ithe i0.05 ilevel 

 i* idenotes irejection iof ithe ihypothesis iat ithe i0.05 ilevel 

 i**MacKinnon-Haug-Michelis i(1999) ip-values  

Unrestricted iCointegration iRank iTest i(Maximum iEigenvalue) 

Hypothesized  Max-Eigen 0.05  

No. iof iCE(s) Eigenvalue Statistic Critical iValue Prob.** 

None i*  i0.445918  i27.16034  i21.13162  i0.0063 

At imost i1  i0.220654  i11.46778  i14.26460  i0.1323 

At imost i2 i*  i0.103044  i5.002423  i3.841466  i0.0253 

 iMax-eigenvalue itest iindicates i1 icointegrating ieqn(s) iat ithe i0.05 ilevel 

 i* idenotes irejection iof ithe ihypothesis iat ithe i0.05 ilevel 

 i**MacKinnon-Haug-Michelis i(1999) ip-values  

Source: iResearcher’s iComputation i2020. 

 

The iTrace itest iof iJohansen icointegration ishows ithat ithere iis iindication iof icointegration iat 

i0.05 isignificance ilevel ias ishown iin iits iTrace istatistics iof inone i(43.63055), iAt imost i1 i(16.47021) 

iand iAt imost i2 i(5.002423) iare igreater ithan itheir irespective i0.05 icritical ivalue i(29.79707), 

i(15.49471) iand i(3.841466) iwhile ithe ip-values i(0.0007), i(0.0356) iand i(0.0253) iare ibelow ithe i0.05 

ilevel iof isignificance ifor ithis istudy. iAlso, ithe imaximum iEigenvalue itest iof iJohansen icointegration 

ishows ithat ithere iis iindication iof icointegration iat i0.05 isignificance ilevel ias ishown iin iits iMax-

Eigen istatistics iof inone iand iAt imost i2 i(27.16034 iand i5.002423 irespectively) iwhich iare igreater 

ithan itheir irespective i0.05 icritical ivalue i(21.13162 iand i3.841466 irespectively), iwhile iits ip-values 

i(0.0063 iand i0.0253 irespectively) iare ibelow ithe i0.05 ilevel iof isignificance ifor ithis istudy. iSince 

ithere iis icointegration iin ithe itwo icriteria iof iJohansen icointegration itest, iit iimplies ithat ithere iis ilong 
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irun irelationship ibetween imarket icapitalization, ipension icontributory ifund iand ipension 

iinvestment. iThis isuggests ithe iuse iof iVector iError iCorrection imodel. 

Table i4: Vector iError iCorrection iModel 
Standard ierrors iin i( i) i& it-statistics iin i[ i] 

Cointegrating iEq: i CointEq1   

MCAP(-1)  i1.000000   

PCF(-1)  i0.013913   

  i(0.00786)   

 [ i1.77013]   

PI(-1) -0.011616   

  i(0.00589)   

 [-1.97182]   

C -5142.081   

Error iCorrection: D(MCAP) D(CONF) D(TOTI) 

CointEq1 -0.298845 -43.72668 -52.76644 

  i(0.08681)  i(17.6721)  i(17.6901) 

 [-3.44268] [-2.47433] [-2.98283] 

D(MCAP(-1))  i0.267794  i19.99488  i46.11579 

  i(0.16346)  i(33.2769)  i(33.3107) 

 [ i1.63832] [ i0.60086] [ i1.38441] 

D(MCAP(-2))  i0.114666  i10.11071 -7.761404 

  i(0.15142)  i(30.8270)  i(30.8582) 

 [ i0.75726] [ i0.32798] [-0.25152] 

D(PCF(-1))  i0.001682 -0.111593  i0.566360 

  i(0.00139)  i(0.28392)  i(0.28421) 

 [ i1.20593] [-0.39304] [ i1.99274] 

D(PCF(-2))  i0.001827 -0.368840  i0.408191 

  i(0.00123)  i(0.25100)  i(0.25126) 

 [ i1.48205] [-1.46947] [ i1.62460] 

D(PI(-1)) -0.001923 -0.216402 -0.929213 

  i(0.00155)  i(0.31529)  i(0.31561) 

 [-1.24183] [-0.68636] [-2.94419] 

D(PI(-2)) -0.002671  i0.250735 -0.465082 

  i(0.00139)  i(0.28292)  i(0.28320) 

 [-1.92202] [ i0.88625] [-1.64222] 

C  i440.6004  i233000.4  i348380.6 

  i(338.506)  i(68913.9)  i(68983.8) 

 [ i1.30160] [ i3.38104] [ i5.05018] 

R-squared  i0.299551  i0.327789  i0.264584 

Adj. iR-squared  i0.167033  i0.200614  i0.125451 

Sum isq. Iresids  i47023813  i1.95E+12  i1.95E+12 

S.E. iequation  i1127.348  i229508.0  i229740.8 

F-statistic  i2.260462  i2.577466  i1.901666 

Log ilikelihood -375.6910 -614.9142 -614.9598 

Akaike iAIC  i17.05293  i27.68507  i27.68710 

Schwarz iSC  i17.37412  i28.00626  i28.00829 

Mean idependent  i69.36600  i166389.7  i218057.6 

S.D. idependent  i1235.220  i256696.3  i245666.6 

Determinant iresid icovariance i(dof iadj.)  i8.67E+26  

Determinant iresid icovariance  i4.82E+26  

Log ilikelihood -1573.960  
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Akaike iinformation icriterion  i71.15377  

Schwarz icriterion  i72.23776  

Number iof icoefficients  i27  

Source: iResearcher’s iComputation i2020.  

The ierror icorrection iterm iequation iwhich ishows ithe icointegrating irelationship ibetween 

ivariables, isignifies ilong irun ieffect. iThis iis iindicated iby ithe ipension iinvestment it-statistics iof 

i1.97182 iwhich iis iabove i1.96, iestablishing ithe ilong irun irelationship ibetween ipension iinvestment 

iand imarket icapitalization. iThe iprevious iyear‟s ideviation ifrom ilong irun iequilibrium iis icorrected iin 

ithe icurrent iperiod iat ian iadjustment ispeed iof i29.9%. iThe iaverage ichange iin iPCF iis iassociated iwith 

ia i0.002% iat ilag i1 iand ilag i2 iincrease iin iMCAP ion iaverage iceteri iparibus iin ithe ishort irun. iWhile 

ithe iaverage ichange iin iPI iis iassociated iwith ia i0.002% iat ilag i1 iand i0.003% iat ilag i2 iincrease iin 

iMCAP ion iaverage iceteris-paribus iin ithe ishort irun. 

 

Post iEstimation iAnalysis 

Post iEstimation iTest  

Serial iCorrelation: 

Probability 

Chi-Square 

 

0.3196 

10.39258 

Heteroskedasticity: 

Probability 

Chi-Square 

 

0.6693 

77.81084 

Normality iTest: 

Probability 

Chi-Square 

 

0.6026 

4.550705 

Source: iResearchers’ iComputation i2020 

 

The itable iabove ianalyzed ithe iSerial icorrelation, iHeteroskedasticity iand iNormality iTest. 

iVEC iResidual iSerial iCorrelation iLM iwas iused ito itest ifor ithe ipresence iof iautocorrelation. iThe ichi-

square iand ithe iF-statistics ishowed ithat ithere iis ino iproblem iof iautocorrelation iamong ithe ivariables. 

iVEC iResidual iheteroskedasticity iwas iused ito itest ifor ithe ipresence iof iheteroskedasticity iand 

ihomoskedasticity. iThe ichi-square iand ithe iF-statistics ishowed ino ipresence iof iheteroskedasticity 

iand ialso idetermined ithe irelationship ibetween ithe ivariables. iThe itable ialso itest ifor inormality iusing 

iJarque-Bera, ithe ichi-square iand ithe iF-statistics ishowed ithat ithe idata iis inormally idistributed. From 

iall ithese ianalyses iit icould ibe iseen ithat ithere iwas ilong irun irelationship iamongst ivariables 

iindicating ithat iPCF iand iPI iall ihave ilong irun ieffect ion iMCAP. iThis iis iin iline iwith ithe ifindings iof 

iEnache, iMilos iand iMilos i(2015) ieven ithough ithey isaid ithere iis ilower imagnitude ilong iterm iimpact 

iof ipension ifunds ion imarket icapitalization. 

5. CONCLUSION IAND IRECOMMENDATIONS 

 

Based ion ithe ifindings iof ithis iresearch, ithe istudy  iconcludes ithat ipension ifunds ihave 

isignificant ieffect ion icapital imarket idevelopment. iThis imeans ithat ithe ipension ifunds iinvested iin 

ithe icapital imarket iaffect ithe idevelopment iof ithe icapital imarket iin iNigeria. Similarly, ipension 

icontributory ifunds ionly ihave ian iindirect isignificant ieffect ion ithe icapital imarket idevelopment 

ithrough ithe ipension ifunds iinvested iin ithe icapital. iThis iimplies ithat iit iis inot ijust icontributing ithe 

imoney iby imember iof ithe icontributory ifunds ibut ithe iinvestment iin isecurities iwithin ithe icapital 

imarket ithat ibrings iabout idevelopment iof ithe icapital imarket. 
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Thus, it iis  recommended that igovernment ithrough iits ipolicy imaking ishould iencourage 

imore iinvestment iof ithe ifallow ipension ifunds iinto ilucrative isecurities iin ithe icapital imarket. This 

iwill ienhance ithe idevelopment iof ithe icapital imarket iand ifurther idevelop ithe ifinancial isector iwhich 

iwill iin iturn itranslate ito ithe igrowth iand idevelopment iof ithe ieconomy. iFurthermore, ivoluntary 

icontributionsiinto ithe ipension ifunds ishould ibe iencouraged iso ias ito ithe ifunds ithat iwill ibe iavailable 

ifor iinvestment iin ithe icapital imarket. 

REFERENCES 

 

Al-Faki, iM. i(2016). iThe iNigerian iCapital iMarket iand iSocio iEconomic iDevelopment. iA ipaper 

ipresented iat ithe i4th iDistinguished iFaculty iof iSocial iScience, iPublic iLectures, iUniversity i 

of iBenin iNigeria i 

Arellano, iM. i& iBond, iS. i(1991). iSome itests iof ispecification ifor ipanel idata: iMonte iCarlo ievidence 

iand ian iapplication ito iemployment iequations. iThe iReview iof iEconomic iStudies, i58, i277- 

297 

Bereh, Wodungi & Gyangi, I. (2014). Pension at State Government Level The New Era. 

International Journal of Built Environment and Sustainability, Vol 1 (1) 

Blommestein, iH. iJ. i(2018). iFinancial iMarket iImplications iof iPension iReforms‟ Istanbul Stock  

 Exchange iReview. iResearch iand iBusiness iDevelopment iDepartment, iBorsa iIstanbul,

 2(8-7), I pages i79-89. 

Carmichael, iJ. i& iPomerleano, iM. i(2012). iThe iDevelopment iand iRegulation iof iNon-Bank 

iFinancial iInstitutions, iThe iWorld iBank. 

Catalan, iM., iImpavido, iG., i& iMusalem, iA. i(2010). iContractual isavings ior istock imarkets 

idevelopment: iwhich ileads? iJournal iof iApplied iSocial iSciences iStudies, i120 i(3): i445-487. 

Davis, iE. iP. i(2015). iPension iFund iInvestments, iin iB. iSteil iet ial., iThe iEuropean iEquity iMarkets: 

iThe iState iof ithe iUnion iand ian iAgenda ifor ithe iMillennium, iLondon: iThe iRoyal iInstitute iof  

International iAffairs 

Dostal, iJ. iM. i(2010). iPension ireform iin iNigeria ifive iyears ion: iGreat ileap ior iinappropriate ipolicy 

idesign? iPaper ifor ithe i60th iConference iof ithe iPolitical iStudies iAssociation i(PSA) iat ithe  

iUniversity iof iEdinburgh, iScotland. 

Eche, iP. i(2017). iAn iOverview iof ithe iVarious iPension iSchemes iin iNigeria iand ithe iSocial iImpacts 

ion ithe iBeneficiaries. iwww.pencom.ng 

Ekezie, iE. iS. i(2012). iThe ielements iof iBanking: iMoney, iFinancial iInstitutes iand iMarkets, iOnitsha, 

iAfricana iPublisher iLimited, iNigeria i 

Ekiran, iO. i(2019). iUnderstanding ithe iCapital iMarket. iLondon: iMcGraw-Hill iPublisher 

Eme, iO.I. i&  i iUgwu, iS. iC.U. i(2011). iThe iLaw iand iAdministration iof iRetirement iin iNigeria: iA 

Historical iApproach. iKuwait iChapter iof iArabian iJournal iof iBusiness iand iManagement i 

Review, i1(2): i1-10. 

Enache, iC., iMilos, iR.C. i& iMilos, iM. iC. i(2015). iPension iReform iand iCapital iMarket  

Development iin iCentral iand iEastern iEuropean iCountries. iEconomic iResearch-Ekonomska  

iIstrazivanja, iTaylor iFrancis iGroup i21(1):75-84. 

Eugene, F. F. (1970). iEfficient icapital imarket: iA ireview iof itheory iand iempirical iwork: iJournal iof 

Finance, i4 i(5), i18-20 

Gunu iU. i& iTsado, i iE. i(2012). iContributory ipension isystem ias ia itool ifor ieconomic igrowth iin 

Nigeria. iInternational iJournal iof iBusiness iand iBehavioural iSciences, i2(8). 

Impavido, iG. i(2013). iPension iFund i- ian ioverview. iWww.Sciencedirect.com. 

https://ideas.repec.org/a/bor/iserev/v3y1998i8-7p79-89.html
http://www.pencom.ng/


Fountain University Osogbo Journal of Management (FUOJM), 2020, 5(3),   1  – 18                                                                                Abdul 

Corresponding Author: +2348162357150 

Email Address:dr.zainabdul@gmail.com 

16 
 

ihttps://www.sciencedirect.com/topics/economics-econometrics-and-finance/pension-fund 

Impavido, iG., iMusalem, iA. iR. i& iTressel, iT., i(2012). iThe iimpact iof icontractual isavings 

iinstitutions ion isecurities imarkets, iPolicy iResearch iWorking iPaper iSeries i2948, iThe i 

World iBank. i 

Kalu, iC. iU. i& iAttamah, iN. i(2015). iImpact iof icontributory ipension ischeme ion iworkers' isavings 

 and iinvestment iin iNigeria: iAnambra iState iCase iStudy. iJournal iof iEconomics iand i 

Finance, i6(2); i09-20 

Mbat, iD.O. i(2011). iFinancial imanagement, iUyo i: iDomes iAssociates 

Meng, iC. i& iPfau, iW. iD. i(2010). iThe irole iof ipension ifunds iin icapital imarket idevelopment, 

National iGraduate iInstitute ifor iPolicy iStudies. iGRIPS iDiscussion iPaper i10-17, i2010 

Merton, iR. iC. i& iBodie, iZ. i(2015). iA iConceptual iFramework ifor iAnalyzing ithe iFinancial  

iEnvironment. iHarvard iBusiness iSchool iPress, i2015. 

Micah, iC., i& iObah, iW. i(2016). iPension iFund iAdministration iand iInfrastructure iFinancing iin  

Nigeria. iBritish iJournal iof iEconomics, iManagement i& iTrade, i13(2), i1–13.  

ihttps://doi.org/10.9734/bjemt/2016/22534 

Njeru, P. (2014). An Assessment of Financial Literacy on Loan Repayment by Small and 

Medium . Jul 14, 2019 · Uploaded by Mount Kenya University. 

Nwankwo, iG.O i(2018), iThe iNigeria iFinancial iSystem, iLondon: iMacmillan iPublishers iLtd 

Odia, iJ.O i& iOkoye, iA. iE. i(2012). iPensions iReform iin iNigeria: iA iComparison ibetween ithe iOld 

iand iNew iScheme. iAfro iAsian iJournal iof iSocial iSciences i3(3):1 iQuarter iI, ipp i1-17 

Okparaka, iV. i& iMakwe, iM. i(2019). iEffect iof ipension iindustry iinvestments ion ifinancial 

iintermediation iin iNigeria i(2006 i-2017). i 

Okparaka, iV. iC. i(2018). iEffect iof icontributory ipension ischeme ion iNigerian icapital imarket. 

iInternational iJournal iof iAdvanced iResearch iin iManagement iand iSocial iSciences, i7(2),  

iFebruary i2018 

Olanrewaju, iE.A. i(2011). iThe iPension iReform iAct i2004 iand iWellbeing iof iNigerian iRetirees: iA  

Sociological iEvaluation iof iits iProvisions. iInternational iJournal iof iHumanities iand iSocial  

iSciences, i1(21): i315-325. 

Osinubi, iT. i(2016), iAn ieconomic ianalysis iof igrowth, iUnemployment iand iPoverty iIn iNigeria, iThe 

iIUP iJournal iof iApplied iEconomics, i5(1), i53-68 i 

Pandey iI.M i(2016), iFinancial iManagement, iNew iDelhi: iVikas iPublishing iHouse iPVT iLtd 

PenCom i(2010). iRegulation ion iInvestment iof iPension iFund iAssets. iNational iPension  

iCommission, iAbuja. 

Pencom i(2019). iRegulation iin ivaluation iof iPension ifunds iAssets. iNational iPension iCommission,  

iAbuja. 

Pension iReform iAct i(2004). iNational iPension iCommission, iwww.pencom.gov.ng. 

Pension iReform iAct i(2014). iSections. iFederal iGovernment iPress, iLagos, i11 i(8), i69-70. i 

Pension iReform iAct i(2015). iFederal iRepublic iof iNigeria iOfficial iGazette i1(6)4. iGovernment 

iNotice iNo. i88. iLagos: iFederal iGovernment iPrinter iFG i92/ i82014/3.600. 

Roldos, iJ. i(2014). iPension iReform, iInvestment iRestrictions iand iCapital iMarkets. iPension Reform, 

iInvestment iRestrictions iand iCapital iMarkets.  

ihttps://www.elibrary.imf.org/view/IMF003/05186-9781451973730/05186-

9781451973730/05186-9781451973730_A001.xml?language=en&redirect=true 

Soyede, iA. i(2015). iThe iRole iof iCapital iMarket iin iEconomic iDevelopments”, iSecurities iand 

iMarket iJournal, i6(3): i6-14  

https://econpapers.repec.org/article/icficfjae/v_3a05_3ay_3a2006_3ai_3a1_3ap_3a53-68.htm
http://www.pencom.gov.ng/
https://www.elibrary.imf.org/view/IMF003/05186-9781451973730/05186-9781451973730/05186-9781451973730_A001.xml?language=en&redirect=true
https://www.elibrary.imf.org/view/IMF003/05186-9781451973730/05186-9781451973730/05186-9781451973730_A001.xml?language=en&redirect=true


Fountain University Osogbo Journal of Management (FUOJM), 2020, 5(3),   1  – 18                                                                                Abdul 

Corresponding Author: +2348162357150 

Email Address:dr.zainabdul@gmail.com 

17 
 

Stewart, iF., iDespalins, iR., i& iRemizova, iI. i(2017). iPension iFunds, iCapital iMarkets, iand ithe iPower  

iof iDiversification. iPolicy iResearch iWorking iPaper, iNo. i8136. iWorld iBank, iWashington, 

iDC. i© iWorld iBank. ihttps://openknowledge.worldbank.org/handle/10986/27639 

Thomas, iA. i& iSpataro, iL. i(2016). iThe iEffects iof iPension iFunds ion iMarkets iPerformance: iA  

Review iJournal iof iEconomic iSurveys, iVol. i30, iIssue i1, ipp. i1-33, i2016, iAvailable iat  

iSSRN: ihttps://ssrn.com/abstract=2711514 ior ihttp://dx.doi.org/10.1111/joes.12085 i 

Vittas, iD. i(2016). iPension iFunds iand iCapital iMarkets i: iInvestment iRegulation, iFinancial 

Innovation, iand iGovernance. iViewpoint. iWorld iBank, iWashington, iDC. i© iWorld iBank.  

ihttps://openknowledge.worldbank.org/handle/10986/11632 iLicense: iCC iBY i3.0 iIGO 

Walker, iE i& iLefort, iF. i(2002). iPension ireform iand icapital imarkets: iare ithere iany i(hard) ilinks?” 

iThe iWorld iBank iSocial iProtection iDiscussion iPaper i0201, iWashington iDC i 

Wanjala, I. W. (2013). The Relationship Between Pension Fund Assets And Economic Growth 

In Kenya . Published by School of Business University of Nairobi 

Yartey, iC. iA. i& iAdjasi, iC. iK. i(2007). iStock iMarket iDevelopment iin iSub-Saharan iAfrica: iCritical 

Issues iand iChallenges. iIMF iWorking iPaper, iWP/07/209. 

Zubair, iA. iK. iI. i(2016). iEffects iof iPension iFunds' iInvestments ion iCapital iMarket iPerformance iin 

Nigeria, iInternational iJournal iof iEconomics iand iBusiness iManagement, i2(9); i1-20 

  

Appendix 

Quarterly Data on Pension investment, Pension contributory fund and Market capitalization from 
2008 to 2019 

YEAR QUARTER PENSION INVESTMENT PENSION CONTRIBUTORY FUND MCAP 

2008 Q1                 218,319.05                192,714.93  12,125.90 

Q2                 358,998.84                323,625.86  10,920.32 

Q3                 405,461.18                365,033.00  9,836.91 

Q4                 471,769.79                406,112.49  6,957.45 

2009 Q1                 523,032.42                449,409.13  4,483.50 

Q2                 592,348.81                488,282.86  5,986.30 

Q3                 684,203.37                533,773.22  5,130.25 

Q4                 747,049.40                579,561.87  4,989.39 

2010 Q1             1,681,510.78            1,442,031.55  6,280.60 

Q2             1,777,578.22            1,460,425.87  6,174.42 

Q3             1,836,010.54            1,569,835.35  5,648.28 

Q4               2,030,200.50            1,487,905.90  7,913.75 

2011 Q1             2,084,869.00            1,534,088.70  7,866.70 

Q2             2,251,539.90            1,940,325.90  7,987.10 

Q3             2,243,445.50            1,788,429.30  6,496.70 

Q4             2,450,381.00            1,937,680.40  6,532.60 

2012 Q1             2,554,549.00            1,922,673.20  6,549.84 

https://openknowledge.worldbank.org/handle/10986/27639
https://ssrn.com/abstract=2711514
https://dx.doi.org/10.1111/joes.12085
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Q2             2,738,935.80            2,196,983.90  6,895.29 

Q3             2,936,838.06            2,022,647.59  8,282.28 

Q4             3,150,089.60            2,053,651.10  8,974.45 

2013 Q1             3,382,420.03            2,711,028.71  10,733.29 

Q2             3,521,911.16            2,742,939.62  11,426.25 

Q3             3,704,871.51            2,382,754.31  11,652.87 

Q4             4,058,087.31            3,129,466.42  13,226.00 

2014 Q1             4,207,628.97            3,304,563.79  12,445.69 

Q2             4,419,122.94            3,358,157.94  14,027.71 

Q3             4,591,925.80            3,449,028.80  13,607.40 

Q4             3,840,077.06            2,960,515.20  11,477.66 

2015 Q1             4,802,912.97            3,637,732.70  10,717.53 

Q2             4,937,681.61            3,716,719.27  11,421.02 

Q3             5,112,982.71            3,860,442.15  10,728.90 

Q4             5,302,879.35            4,046,709.25  9,850.61 

2016 Q1             5,462,925.04            4,020,425.01  8,704.87 

Q2             5,729,316.10            4,115,192.98  9,789.12 

Q3             5,961,561.16            4,517,665.88  9,733.37 

Q4             6,158,947.83            4,599,132.96  9,246.92 

2017 Q1             6,415,506.86            4,823,384.18  8,828.96 

Q2             6,832,877.81            5,094,785.29  11,452.12 

Q3             7,164,598.10            5,396,423.41  12,216.93 

Q4             7,515,351.41            5,678,338.03  13,609.47 

2018 Q1             7,943,507.83            6,000,869.61  14,992.96 

Q2             8,232,287.92            6,197,607.42  13,866.42 

Q3             8,345,712.33            6,315,882.81  11,962.26 

Q4             8,637,736.19            6,582,328.40  11,720.72 

2019 Q1             9,030,803.35            6,883,059.02  11,672.10 

Q2             9,325,711.20            7,126,906.27  13,205.54 

Q3             9,583,029.82            7,392,381.40  13,450.44 

Q4           10,218,053.05            7,852,568.79  12,958.38 

 


