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Abstract: This study investigates the semi- strong efficiency theory in the Nigerian stock market. The study used daily 

returns from the Nigerian stock market over the period of January 1, 2005, to December 31, 2013, of which about 80 

companies that retained their quoting status were used as the sample for the study. A modified transfer function approach was 

built to show a cause and effect relationship between the output index represented by the All-Share Index of the Nigerian Stock 

Exchange and the input series represented by the computed index of the selected securities in the Nigerian stock market. 

Findings from the study showed that the coefficient of the input index is significantly different from zero implying that 

investors can outperform the market based on published information hence making the market be semi-strong inefficient. 
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1. Introduction 

The concept of efficiency is fundamental to finance due to 

its implications for financial managers, investment analysts, 

market regulators, investors among others. Capital market 

efficiency can be viewed from the roles that they are 

expected to perform in an economy which include 

allocational, operational and pricing efficiencies [1, 2, 3, 4]. 

However, in finance, the emphasis is on pricing efficiency, 

although pricing efficiency implies in a limited sense 

operational and allocational efficiency [5]. It has been noted, 

however, that stock markets with higher informational 

efficiency are more likely to retain higher operational and 

allocational efficiencies [6, 7]. A market is efficient with 

respect on a set of information if it is impossible to make 

economic profits by trading on the basis by this information 

set. This implies that no arbitrage opportunities can be tapped 

using ex-ante information as all the available information has 

been discounted in current price. The primary role of the 

capital market is to allocate and channel resources from the 

surplus units to the deficit units. Therefore, an efficient 

capital market is one in which security prices quickly and 

fully reflect all available information [2]. Implied from this is 

that in an efficient market, the same rate of return for a given 

level of risk should be realised by all investors. The 

behaviour of any participant or group of participants should 

not influence the price of a security in the market [3]. In 

other words, abnormal returns (if any) should not be 

statistically significant from zero [1, 2 & 8]. 

Market efficiency depends on the ability of traders to 

devote time and resources to gathering and disseminating 

information. Markets that are more efficient attract more 

investors which translate into increased market liquidity [9]. 

Investors care about market efficiency because stock price 

movements affect their wealth. More generally, market 

inefficiency may affect consumption and investment 

spending and therefore influence the overall performance of 

an economy [10]. 

The efficiency of the stock market is defined at three 

levels, namely- the weak, semi-strong and strong forms [1, 

2]. 

According to reference [2], the weak form of market 

efficiency proposes that current stock prices reflect all past 

information. It also suggests that changes in stock prices are 

random and that no investment strategy that is based on past 

information can yield above returns to the investor. This 

implies that technical analysis will not be rewarded with 
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above average returns. 

The semi-strong form of market efficiency otherwise 

known as informational efficiency proposes that current 

stock prices incorporate all material public information about 

the firms issuing the security. This implies that fundamental 

analysis will not be rewarded with above average returns. 

The strong form of market efficiency proposes that insider 

trading will not be rewarded as current stock prices 

incorporate all material public information as well as insider 

information [11]. 

1.1. Objective of the Study 

The objective of this study is to empirically determine 

whether there is any significant relationship between the 

output series (All Share Index) and the input series (public 

information) in the Nigerian stock market. 

1.2. Hypothesis of the Study 

To accomplish the above objective, we formulate the 

following hypothesis. 

H01: The output series (All Share Index) does not have any 

significant impact on the input series (public information) in 

the Nigerian stock market. 

This paper is divided into five parts. Part 1 is the 

introduction, while part 2 presents the literature review. Part 

3 discusses the methodology of the study while part 4 

presents the discussion and results of the study while part 5 

concludes the paper. 

2. Literature Review 

Some previous studies have established that the 

announcement of unexpected changes in dividend payments 

provide information affecting the market values of the 

companies making the changes. Reference [12] reported that 

managers avoid changes in dividends that would have to be 

reversed in the future because they believe such a reversal 

could have an adverse effect on the company’s stock price. 

Subsequently, many empirical studies have tried to explain, 

in general, the response of the market to announce changes in 

dividend policy, mostly in the UK and USA [13, 14, 15, 16, 

17, 18, 19, 20, 20 & 21]. The results of most of these studies 

showed that market reaction to dividend announcements is 

biased. 

Reference [13] examined the validity of the efficient 

market hypothesis (EMH) by estimating the speed and 

accuracy with which market prices react to announcements 

of changes in the level of dividend payments. The author 

used both monthly and daily data. The sample of monthly 

data comprised of 1000 dividend announcements made by 

625 New York Stock Exchange (NYSE) firms during the 

1967-69 period. The author used a market model to estimate 

the abnormal performance of the samples securities and 

computed an index of performance API, by compounding the 

periodic average unexpected returns. The study concluded 

that the market is reasonably efficient on both monthly and 

daily basis in response to dividend announcements. 

Reference [22] tested the information content of dividend 

hypothesis by analysing the abnormal performances of 

securities during any dividend announcements. They used a 

sample comprising of quarterly earnings announcements and 

quarterly dividend announcements of 149 industrial firms 

listed on the New York Stock Exchange (NYSE). Their 

findings for capital market reaction to the dividend 

announcements strongly support the view that the changes in 

quarterly cash dividend provide useful information beyond 

that provided by corresponding quarterly earnings 

announcements. 

Also, reference [17] did a pioneering work on the impact 

of dividend initiation announcements on stock prices. For 

this study, the authors took a sample of 168 firms listed on 

either the NYSE or ASE, which declared a dividend for the 

first time in their corporate history or resumed dividend after 

at least a year. The study examined the information content 

of dividend initiation announcements in the context of the 

firms’ information environment. By ‘information 

environment’ they mean the amount of publicly available 

information about any firm. They collected data for the 

period January 1976 to December 1987 for 80 companies 

which declared regular cash dividend first time in the firm’s 

history. 

For all the four proxy variables, they found that dividend 

initiation announcements are capable of producing highly 

significant abnormal returns. Moreover, the abnormality 

appeared to be much stronger for the low information 

environment firms than others. Finally, the study negates the 

semi-strong form of market efficiency. 

Another strand of literature found evidence for immediate 

and post- announcement market drift as a result of dividend 

changes [16, 17 & 20]. For example, reference [16] 

examined companies that initiated dividend payments for the 

first time, as well as those that completely omitted their 

dividend payments and found significant two-day abnormal 

stock returns of 3.95% and -9.5% respectively. Overall, the 

research found that the short-run impact of dividend 

omissions is negative and that of initiations and dividend 

omissions in the USA and found that they are associated with 

a mean price drop of about 7% and initiations with a price 

increase of over 3% around the event day. These studies 

indicate that dividend changes convey information from 

corporate decision makers to the investing public. 

References [14, 20 & 18] among others have provided 

evidence to support post dividend announcement drift. 

Reference [14] found small but significant price drift after 

dividend changes. That is, excess returns are positive in the 

month following the announcement of a dividend cut. The 

conclusion was supported by reference [18]. 

Reference [23] examined the impact of earnings 

announcements on share prices in Nigeria around annual 

general meeting dates between 1986 and 1994. He used 

weekly stock prices and movements for 21 weeks around the 

event window and found out that the Nigerian capital market 

is not efficient in the semi-strong form as share prices still 
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drift ten weeks after corporate earnings have become public 

information. 

Reference [24] investigated the impact of dividend 

announcements on stock volatility rather than stock returns 

and found that stock volatility increases around dividend 

announcements, particularly final dividend announcement 

and interim dividend announcements when there is a 

dividend cut. 

Furthermore, reference [25] examined the semi-strong 

form of the efficiency of Indian capital market in the event of 

the announcement of bonus issues of 145 stocks during the 

period from 1995 to 2000 and found evidence in favour of 

the semi-strong form of pricing efficiency. 

Reference [26] investigated dividend announcements on 

the Dhaka Stock Exchange and found that there were no 

statistically significant abnormal returns and that dividends 

had no information content for stock returns and prices in the 

Dhaka Stock Exchange. 

Reference [27] also found out that dividend 

announcements influence stock returns at the time of 

announcements, but that the short-term influence of that 

dividends announcements had no long-term implications. For 

the authors, in the long run, firms with current reductions in 

dividends earned excess returns. 

Reference [28] analysed the earnings announcements for 

the Chinese equity markets by using MEGARICH approach 

to model changes in stock returns with event study 

methodology. Their findings rejected the semi-strong form of 

market efficiency for the Chinese markets. 

Reference [29] investigated whether monetary policy 

announcements contained any informational value to the 

stock market in achieving pricing efficiency in the semi-

strong form by conducting event study on 50 constituent 

stocks of CNX Nifty Index of the Indian Stock Exchange 

over the period 01-01-2006 to 31-08-2007. The study 

documented that the impact of the announcements on the 

stock price on the event day was not consistently significant 

because sometimes such announcements had already been 

discounted by the market in advance. However both in the 

pre- and post-announcement periods, significantly positive 

(negative) abnormal returns were observed for good (bad) 

news and therefore the study failed to confirm the efficiency 

of the Indian stock market in its semi-strong form. 

The studies of references [30, 31 & 32] among others on 

the price reaction of the market around the announcement 

day of bonus issues provide strong evidence of a semi-strong 

form of market efficiency as the information got impounded 

in the prices of the respective stocks within a short period. 

Analysing the stock price data of 43 Information 

Technology (IT) companies announcing stock splits during 

the financial years 2000-01 to 2006-07, Reference [33] found 

that the market effectively absorbed the information content 

of the stock split announcements before the announcement 

days. But in the post-announcement period the market was 

not able to fully capture such information. 

Applying Karl-Pearson’s product moment correlation 

coefficient and linear regression analysis on the monthly 

averages of BSE Sensex and National Stock Exchange (NSE) 

Nifty over the period, 01-08-2000 to 30-04-2010, Reference 

[34] found that with every moment in the FIIs’ investments 

there was an instant reaction over the BSE and NSE allowing 

no scope to the investors to outperform the market, and hence 

they concluded that the FIIs’ investments had significant role 

in achieving semi-strong form of efficiency of the Indian 

capital market. 

References [35, 36 & 37] found evidence of positive 

abnormal returns around the announcement of stock splits 

and therefore drew the conclusion that the Indian stock 

market was pricing inefficient in its semi-strong form as the 

investors could make abnormal returns around the stock split 

announcements. 

In a related study, reference [38] investigated the semi-

strong efficiency level of the Nigerian Stock Exchange by 

examining whether stock prices adjust to dividend and 

earnings announcements in the Nigerian Stock Exchange. 

The study was anchored on the Efficient Market Hypothesis 

(EMH) and the authors adopted the Event Study 

Methodology for the period of six years ranging from 2006-

2011. The modified market model was also used to 

investigate whether the Nigerian Stock Market reacts 

efficiently to dividend and earnings announcements with 

respect on price adjustment. The findings of their study 

reveal that stock prices in the Nigerian stock market did 

adjust efficiently to dividend and earnings announcements in 

the three sub-periods covered by their sample. Also, the 

cumulative average abnormal returns for the different 

combinations of dividend and earnings in the three sub-

periods were not significant suggesting that the Nigerian 

stock market is semi-strong efficient. The results showed that 

the Nigerian Stock market did react efficiently to publicly 

available information such as dividend and earnings 

announcements during the three sub-periods of pre-global 

financial crisis (2006-2007); the global financial crisis (2008-

2009); and the post- global financial crisis of (2010-2011). 

Based on these findings, the authors recommended that the 

Nigerian Stock market should vigorously sustain the 

numerous capital market reforms adopted over the years to 

further address the issue of adequate communication 

infrastructure, ease of accessibility of publicly available 

information, regular review of policies and regulation of the 

market as well as guard against the issue of insider dealing as 

these will enhance further efficiency of the Nigerian stock 

market. 

A critical review of the literature above shows that there 

has not been consensus among the various studies carried out 

by various researchers hence creating a gap which this study 

tries to investigate. 

3. Methodology and Data 

In accordance with reference [39], the researchers 

developed a Transfer Function (TF) model. The general form 

of this model takes the following: 
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Mktind (t) = f (CSind1t, CSind2t, CSindt) + µit           (1) 

Where: Mktind(t) is the market index representing the output 

series in period t. 

CSindt is the computed index of selected securities quoted 

on the Nigerian Stock Exchange (NSE) representing the nth 

publicly information i.e. the input series or causal series. 

Ut is the noise term which requires an appropriating fitting 

of the ARIMA Model so as to transform it to become white 

noise. That is it becomes identically and independently (IID) 

compliant. 

In financial time series, the commonest TF models are the 

zero and first order TF model while the higher order TF 

models are seldom and rare to encounter. We therefore, 

developed the zero and first order TF model for the study. 

Thus: 

Mktind(t) = B0CSindt-p + µ2t                      (2) 

Where: p represents the number of period (s) the input 

series is leading the output series 

B0 denotes the 0-order TF coefficient 

Equation .2 is called the 0-order TF model. However, the 

first order TF model can be expressed as: 

Mktind (t) = B0 (1- ∂1L)
-1

CSind t-p + µ3t                   (3) 

Equation 3 is simplified further to arrive at: 

Mktind (t) =
��	�����		
�

(�	��)
 µ4t                            (4) 

Where: B0 and ∂1 are the coefficients of the first order TF 

model specification. 

L is the backwards shift operator that enables us to move 

backwards in given series whichever the case. For example, a 

time series such as LXt can move back to become Xt-1 as we 

have said earlier, the expression ∂1L does not imply 

multiplication but means that L operates on the given time 

series (say Xt) to shift the series backwards one point at a 

time. Thus, 

L
n
Xt = Xt-n, L

n
L

2
Xt = Xt-n-z. It means that L obeys all the 

laws of exponents and it can, therefore, take the form of a 

positive integer like 1, 2, 3…n. It should be clear that 1/(1-

∂1L) is the convergence of an infinite series. 

That is (1 + ∂1L + ∂1
2
L

2 
+ ∂1

3
L

3
 + ∂1

4
L

4
 +…) 

Therefore, equation 4 becomes: 

Mktind (t) = B0 (1 + ∂1L + ∂1
2
L

2 
+ ∂1

3
L

3
 +…) CSindt + µ5t   (5) 

Since the L operator must obey all the laws of exponents 

that are routinely used in polynomial algebra, equation 5 can 

be modified as: 

Mktind(t) = B0CSindt + ∂1B0CSindt-1 + ∂1
2
B0CSindt-2 +.U6t   (6) 

Equation 6 shows a causal relationship between the current 

market index and previous values of the computed securities 

index. Thus, the notion established here is that lag values of 

publicly available information (input series) can be used to 

forecast or explain the current values of the output series (All 

Share Index) if all the parameters are significant. 

Thus the conditions relating to this model are: 

That the coefficient B0 is not statistically different from 

zero and the coefficients (∂1
i
B0) i, are statistically different 

from zero. 

On the apriori: The semi-strong form of the efficient 

market hypothesis (EMH) is rejected when the TF 

coefficients are statistically significant at a given level of 

confidence. Looking critically in the literature, our aim here 

is to identify at least one publicly available input series with 

B0 coefficient that leads the output series for at least 1 day for 

zero-order TF model or to identify at least one publicly 

available input series with significant parameter for the first 

order TF model that leads the output series, then, we can say 

that the semi-strong form of EMH is unambiguously rejected. 

Data for the study were obtained from the Daily Official 

List of the Nigerian Stock Exchange spanning from January 

1, 2005 to December 31, 2013. Eighty (80) companies that 

retained their quoting status within the range of that period 

were used as the sample for the study. 

4. Results and Discussion 

One of the critical propositions of this study is that public 

information represented by input series in equation 5 cannot 

be used to predict the variations in the output series which 

stands as a proxy for the stock market. Therefore equation 5 

is a first order transfer function model. The model.is tested 

below. 

Table 1. The Autocorrelation Function on the Series of Output Index I (0). 

                                                               Autocorrelations 

Lag Covariance Correlation  -1 9 8 7 6 5 4 3 2 1 0 1 2 3 4 5 6 7 8 9 1 

0 1.006230 1.00000 |          | * * * * * * * * * |  

1 -0.012591 -.01251 |        .  |  .        |  

2 -0.018418 -.01830 |        .  |  .        |  

3 -0.021073 -.02094 |        .  |  .        |  

4 -0.022200 -.02206 |        .  |  .        |  

5 -0.022289 -.02215 |        .  |  .        |  

6 -0.020184 -.02006 |        .  |  .        |  

7 0.493224 0.49017 |        .  | * * * * *     |  

8 -0.0039326 -.00391 |       .   |   .       |  

                                                                      "." marks two standard errors 

Source: Summarised by the Authors from SAS Window 9.1 
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Table 1 above shows the result of the autocorrelation 

function up to lag eight on the series of output index. 

However, by the rule of default the lag length is supposed to 

be 24, but in this study, the length is limited to 8 for 

convenience. Looking at the correlation column under lag 1, 

the coefficient is -0.01251. This means the correlation 

between the previous and the current output series is 

approximate -0.01; indicating an opposite movement. From 

lag 1 to lag 7, the correlation coefficients are found to be 

decaying gradually in the same direction. This is also 

revealed by the asterisk column. That is the last column by 

the right. Thus evidence has emerged to reject the hypothesis 

that the series is stationary at the level I (0). 

Table 2. The Autocorrelation Function on the Series of Input Index I (0). 

                                                                      Autocorrelations 

Lag Covariance Correlation  -1 9 8 7 6 5 4 3 2 1 0 1 2 3 4 5 6 7 8 9 1 

0 0.271062 1.00000 |            | * * * * * * * |  

1 0.251841 0.92909 |        .    | * * * * * * * |  

2 0.227292 0.83853 |       .     | * * * * * * * |  

3 0.201178 0.74219 |      .      | * * * * * *  |  

4 0.175323 0.64680 |      .      | * * * * *   |  

5 0.151478 0.55883 |      .      | * * * *    |  

6 0.129019 0.47598 |      .      | * * *     |  

7 0.105875 0.39059 |      .      | * * .     |  

8 0.083686 0.30873 |     .       | *   .    |  

                                                                  "." marks two standard errors 

Source: Summarised by the Authors from SAS Window 9.1 

The results of the autocorrelation function (ACF) of the 

series of input index are shown in Table 2. Virtual 

examination of the correlation coefficients shows that they 

all command positive values and simultaneously dissolved 

slowly as revealed by the asterisk column. Hence, there is 

overwhelming evidence that the series of the input index 

contains unit root at the level I (0). 

The test for the white noise is based on the assumption that 

none of the autocorrelations of a series up to a specified lag 

is different from 0. If for all lags this assertion is true, then 

there is no information in the series to model, and no TF 

model can be specified for the series. The autocorrelations 

are checked in groups of 6. This is followed in this study for 

the series under investigation. 

Table 3. Test for White Noise for the Series of   Output Index at Level I (0). 

                                                           Autocorrelation Check for White Noise 

To                                                                       

Lag       Chi-Square      DF            Pr >ChiSq         ------------------------- -------------  Autocorrelations------------  -------------------------- 

6           0.26                  6                    0.99              -0.01 -0.01 -0.021 -0.022 -0.022 -0.020  

Source: Summarised by the Authors from SAS Window 9.1 

Table 3 above shows the result of the white noise test in 

the series of output index. As revealed in this table the chi-

square value is very small (0.26), corresponding to very large 

probability value (0.99). Given an alpha value of 5 percent, 

the hypothesis that the autocorrelations of the series are not 

statistically different from zero cannot be rejected meaning 

that the series cannot be modelled using raw data. There is 

the need for integration to order one as it is done in the 

subsequent sub-sections. 

Table 4. Test for White Noise for the Series of Input Index at Level I (0). 

                                                                           Autocorrelation Check for White Noise 

To                   Chi-                                                             

Lag                 Square               DF                   Pr>ChiSq ---------------------------------  Autocorrelations --------------------------- 

6 347.16 6 <.0001 0.92 0.83 0.742 0.647 0.559 0.476 

Source: Summarized by the Authors from SAS Window 9.1 

The ACF results depicted in Table 4 show a large chi-

square statistics 347.16 and probability value .0001. The 

probability is approximately zero implying that the 

hypothesis in favour of the series of the input index up to lag 

6 has autocorrelations that are significantly different from 

zero cannot be rejected. Thus, the series can be modelled 

using TF specification but the fact that it is not stationary 

poses a serious doubt on the estimation value of such 

specification since it may lead to bias and inconsistent 

estimator. There is the need to also differentiate the series. 
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Table 5. The Autocorrelation Function on the Series of Output Index at First Difference I (1). 

Lag Covariance Correlation  -1 9 8 7 6 5 4 3 2 1 0 1 2 3 4 5 6 7 8 9 1 0 

0 1.506075 1.00000 |        | * * * * * * * * * |    0 

1 -0.459033 -.30479 |     * * * | .         |    1 

2 -0.0009841 -.00065 |      .  |  .        |    2 

3 -0.0008752 -.00058 |      .  |  .        |    3 

4 -0.0010682 -.00071 |      .  |  .        |    4 

5 -0.0036865 -.00245 |      .  |  .        |    5 

6 -0.516044 -.34264 |     * * * |  .        |    6 

7 0.510423 0.33891 |      .  | * * * *      |    7 

8 0.0012195 0.00081 |       . |   .       |    8 

                                                                "." marks two standard errors             

Source: Summarised by the Authors from SAS Window 9.1 

The results of the ACF on the output series at first 

difference are shown in Table 5. A critical view of the 

correlation coefficients in the third column shows they decay 

rapidly in either direction. This is also confirmed in the 

asterisk column for emphasis sake. Therefore, the authors 

justify that the series of the output index is stationary at first 

order I (1). Since the series is now stationary when integrated 

to order 1, there is the need to check if it can be modelled 

using first- order TF specification. 

Table 6. Test for White Noise for the Series of Output Index at First Difference I (1). 

                                                                                  Autocorrelation Check for White Noise 

To                     Chi-Square DF                    Pr>  ChiSq         --------------------------------- Autocorrelations------------------------------------------- 

Lag            

6 23.78 6 0.0006 -0.305 -0.001 -0.001 -0.001 -0.002 -0.343 

Source: Summarised by the Authors from SAS Window 9.1 

The white noise test results for the series of output index 

are reported in Table 6. The chi-square statistics (23.78) is 

asymptotically large with desired probability value (0.0006). 

This simply means that the first difference of the output 

series is fitted for our candidate TF model for this study. 

Table 7. The Autocorrelation Function on the Series of Input Index at First Difference I (1). 

Autocorrelations 

Lag Covariance Correlation  -1 9 8 7 6 5 4 3 2 1 0 1 2 3 4 5 6 7 8 9 1 

0 0.032842 1.00000 |      | * * * * * * * * * * * * * |  

1 0.0051731 0.15752 |     . | * * * .          |  

2 0.0015532 0.04729 |     . | * .            |  

3 -0.0003911 -.01191 |     . |  .            |  

4 -0.0020013 -.06094 |    . * |  .            |  

5 -0.0013389 -.04077 |    . * |  .            |  

6 0.00079730 0.02428 |    .  |  .            |  

7 -0.0020190 -.06148 |    . * |  .            |  

8 -0.0006181 -.01882 |    .  |  .            |  

                                                               "." marks two standard errors 

Source: Summarised by the Authors from SAS Window 9.1 

Table 7 reveals the results of the ACF in the series of the 

input index at first difference up to lag 8. The function 

presents correlation coefficients that decay rapidly. Hence the 

null hypothesis that the series has a unit root at first 

difference is rejected. The proposed TF model for this study 

can now be estimated using first difference values of both the 

output and input series. Thus the TF model adopted in this 

study is referred to as Autoregressive Integrated Moving 

Average ARIMA (111). 

Test of Hypothesis 

Hypothesis: The output series (All Share Index) does not 

have any significant impact on theinput series (public 

information) in the Nigerian stock market. 

The hypothesis is tested in Table 8 below: 
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Table 8. The Relationship between the Output and Input Index. 

                                                                Conditional Least Squares Estimation 

Standard 

Parameter Estimate Error t Value Lag Variable Shift 

MU -0.56926 1.72271 -0.33 0 output 0 

NUM1 0.61354 0.37439 1.64 0 input 0 

NUM1,1 0.38297 0.55507 0.69 1 input 0 

NUM1,2 -0.03740 0.55504 -0.07 2 input 0 

NUM1,3 -0.13230 0.37103 -0.36 3 input 0 

Source: Summarised by the Authors from SAS Window 9.1 

The estimated values of equation 5 are reported in Table 

8. The lag values of the input index are expressed as 

explanatory variables of the output index. The observed t-

statistics for the input index up to lag 3 are 1.64, 0.69, -

0.07 & -0.36 respectively while the critical t-statistics at 

10 percent is about 1.29. By comparison, the t-value of the 

input index at order (0) is larger than the critical t-value. 

This means that publicly published information captured 

by the input index commands significant effect on the 

stock market (represented by the output index); thereby 

negating the null hypothesis of the study that the output 

index is not significantly captured by input index. On the 

contrary, the semi-strong market hypothesis stipulates that 

published information does not influence stock market 

prices; so no investor can take advantage of published 

information to outperform the market or make a gain at 

the expense of other participants. Thus, our findings here 

provide evidence in support of semi-strong form 

inefficiency in the Nigerian stock market. The results are 

however in contrast to the findings of Ogege, Ogbulu and 

Isu (2015) who found evidence of semi-strong efficiency 

in the Nigerian stock market by adopting the Event study 

methodology over a period of six years. 

5. Conclusion 

This study x-rays the semi- strong efficiency theory in the 

Nigerian stock market through the input and output index. 

An investigative research design was utilised for the study. 

The study used the daily official list of the Nigerian stock 

market over a period of January 1, 2005, to December 31, 

2013. The authors used a first order transfer function (TF) 

model specification by Joseph (1986) to investigate the 

relationship between output and input index. The TF model 

adapted for the study is Autoregressive Integrated Moving 

Average ARIMA (111). A hypothesis was formulated to 

show whether the output series has any significant impact on 

the input series in the Nigerian stock market. Results from 

the study showed that public information captured by the 

input index has a significant impact on the Nigerian stock 

market All Share index (output series).Thus, investors can 

beat the market hence making the market to be semi- strong 

inefficient. 

Based on these findings, the government through the 

Nigerian Securities and Exchange Commission should 

increase its efforts to deepen the international market size of 

the Nigerian capital market by introducing more attractive 

investment media into the market. Internationally hybrid 

securities such as options, futures among others should be 

floated in the Nigerian stock market. The government can 

promote the efficiency of the Nigerian stock market through 

surveillance. There is the need for the Nigerian Securities 

and Exchange Commission to further monitor the Nigerian 

stock exchange to prevent insider abuse. The authorities of 

the Nigerian stock market should float asset- backed 

securities to provide liquidity for the already traded stocks on 

the market. 
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