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Abstract. Background: The share market is acknowledged as a pivotal subset of the larger financial 
market for trading financial assets, which is believed to be a catalyst for economic growth in the 
economy. However, various fundamental economic dynamics, especially the oil price and exchange 
rate, affect the overall behavior of returns to investors in the stock market. Nigeria has crude oil as 
its major export commodity in the international market, and in view of the recent global economic 
downturn that is linked to the COVID-19 pandemic, the petroleum cost has been plummeting along 
with the worsening exchange rate. Objective: This investigation explored the effects of fluctuations in 
oil prices and currency exchange rates on stock market yields in Nigeria. Method: Monthly information 
on crude oil cost, naira/dollar conversion rate, and the overall share index of Nigerian Stock 
Exchange (NSE) were acquired from the US Energy Information Administration encompassing the 
timeframe from January 2000 to September 2020 and estimated through the ARDL model. Results: 
We found that (i) The ARDL boundary examination indicated a sustained association among the 
variables examined in the investigation. (ii) A 1% escalation in oil prices would probably induce a 
15.5% rise in stock returns in the short term and a 23.7% increase in the long term. (iii) A 1% 
devaluation of the naira/dollar exchange rate would reduce short-term stock market returns by 0.16%, 
whereas in the long term, an inconsequential adverse impact of the exchange rate on stock market 
returns was identified. Originality: Noteworthy for its unique contribution, this study stands out as one 
of the few empirical examinations exploring the tripartite relationship among stock market returns, 
prices of crude oil, and currency exchange rates in Nigeria. Using high-frequency data, the study 
effectively captures both the short-run and long-run effects of oil price changes and exchange rate 
fluctuations on stock market returns. 
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Oil Price-Stock Returns Nexus 



 

Exchange Rate-Stock Returns Linkage 
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Oil Price-Exchange Rate-Stock Returns Bond 
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Stock market return (SMR):

Oil price (OP): 

Exchange rate (EXR): 

                                                        
1 See Salisus and Isa (2017) for such calculation. 
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Table 1. Summary Statistics of the variables 
ASI  OP EXR 

Table 2. Correlation Matrix and Interpretations 

ASI
(1)

OP
(2)

EXR 
(3) 

ASI  
OP
EXR   

Table 3. Unit Root Tests 

SMR 

OP 

EXR 
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Table 4. Bound Test Result 

For the short run model result 

For the Long run result 

Table 5. The short and long run ARDL results for hypothesis testing 
ARDL Cointegrating And Long Run Form  

Dependent Variable: SMR   
Selected Model: ARDL(1, 0, 1)   
Short Run Cointegrating Form 
Variable Coefficient Std. Error t-Statistic Prob.    
D(DLOGOP) 15.489904 3.251507 4.763916 0.0000* 
D(EXR) -0.159757 0.026564 -6.014076 0.0000* 
ECT(-1) -0.654643 0.052476 -12.475198 0.0000* 

tttt ECTEXROPSMR
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    ECM = SMR - (23.6616*DLOGOP-0.0007*EXR + 0.4116 ) 
Long Run Co integration Coefficients 
Variable Coefficient Std. Error t-Statistic Prob.    
DLOGOP 23.661592 5.124310 4.617517 0.0000* 
EXR -0.000711 0.002655 -0.267796 0.7891 
Constant 0.411639 0.540565 0.761498 0.4471 
R-squared 0.376110 F-statistic 36.47221  
Adjusted R-squared 0.365798 Prob(F-statistic) 0.000000*  

The short-run impacts of the oil price on stock returns for hypothesis one

The long-run impacts of the oil price on stock returns for hypothesis one 

The short-run impacts of exchange rate on stock returns for hypothesis two

The long-run impacts of the exchange rate on stock returns for hypothesis two
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Model misspecification test:

Table 6. Ramsey Reset Diagnostic Test 

Model stability test: 
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Figure 1. Cumulative sum of variance/residual Plot 

Figure 1A. Cumulative sum of variance/residual Plot        Figure 1B. Cumulative sum of square variance/residual Plot 

Autocorrelation and Heteroscedasticity tests:

Table 7. Autocorrelation and Heteroscedasticity test 
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