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Abstract  

The broad objective of this study is to ascertain the relationship between value relevance 

accounting information and share price of listed manufacturing companies in Nigeria. The 

research design that is employed in this study is Ex-Post Facto research design. The 

population of the study comprised of twenty one (21) quoted consumer goods manufacturing 

firms on the Nigerian Stock Exchange. Since the population of the population is not large, the 

researcher used all the population size for the study. Data were sourced from publications 

and the annual report and accounts of the listed companies. This study employed Ordinary 

Least Square (OLS) estimate using panel data from 2012 to 2020 covering a period of nine 

(9) years to arrive at a final conclusion. The study found that there is significant negative 

relationship between Book Value of Equity per Share and Share Price of manufacturing firms 

listed on NSE. While earnings per share has a significant positive relationship with Share 

Price of the manufacturing firms listed on NSE. Based on the findings, the study 

recommended among others that listed manufacturing firms on the Nigerian Stock Exchange 

should display their Book Value per Share conspicuously in their presentation to investors 

and analysts. This will, on the long run, assist financial analysts and other interested parties 

in easy determination of firm’s share prices. 
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Introduction 

The fact that listed companies utilize financial statements as one of their primary means of 

communication with their shareholders and the general public motivates value relevance 

research. Markets typically rely on financial reports issued by such organizations' 

management (Khanna, 2014). According to Barth, Cram, and Nelson (2001), information 

presented in financial reports should be relevant and credible in order for financial reporting 

to be effective. Information is considered relevant when it influences users' decisions to make 

predictions or aids in the confirmation or correction of previous evaluations, whereas it is 

considered reliable when it can be relied upon to faithfully represent the transactions or 

events that it aims to represent without undue error or bias (FASB, 1978). Bello (2009), 

believes that accounting is an information infrastructure used by economic units to achieve 

various economic decisions.  

Value relevance can be measured through the statistical relations between information 

presented by financial statements and stock market values or returns (Suadiye, 2012). 

The capacity of the equity market to offer enterprises with access to cash and rewards to 

investors with minimal risk has piqued the interest of financial managers (Gatua, 2013). 

Equity markets are vital in sustaining growth in a sector and in the overall economy of a 

country, as well as serving as a gauge for future growth (Nirmala, Sanju & Ramachandran, 

2011). According to Irfan and Nishat (2002), the equity market is defined as the market in 

which public company shares are issued and exchanged over-the-counter or through 

exchanges. Other advantages of equity investments include dividend income, capital gain, 

limited liability, control, and ownership. However, equity investments are totally dependent 

on share prices, which serve as indicators of whether investors should buy or sell.  Around 

the world, studies on value relevance of accounting data is motivated partly because listed 

companies use these data to communicate with investors and the public (Sharma, Kumar & 

Singh, 2012). However, investigations undertaken in advanced and industrialized countries 

have led to the conclusion that corporate financial statements are losing their usefulness 

(Sharma, Kumar & Singh, 2012).  

According to a survey of worldwide papers released since 1970 that examine the purpose and 

content of accounting information, the emphasis is on the needs of external users and the 

decision utility of accounting information. Accounting literature has increasingly 

concentrated in the recent decade on assessing the value relevance of accounting information 

(Adaramola & Oyerinde, 2014). Because of the dynamic character of the context in which 

accounting operates, different ways of wealth generation have arisen in each emerging setting 

over time. 

Because it delivers direct usefulness of accounting information to its end users in the capital 

market, value relevance is the most essential proxy for accounting reporting quality. The 

relationship between accounting information's value relevance and stock prices is piqueing 

the interest of a diverse group of researchers. Furthermore, empirical data are occasionally 

conflicting, and the results described in the literature are also mixed. For instance, 

(Adaramola and Oyerinde, 2014; Mayadunne, 2017) discovered an increasing trend in the 

value relevance of accounting information, whereas (Jinadu, 2016; Elbakry, Nwachukwu, 

Abdou, and Elshandidy, 2016; Muhammed, 2017) discovered evidence of decreasing value 

relevance of accounting information on equity share. 

Furthermore, all previous research on earnings per share were limited to a specific time 

period, and given the dynamic nature of accounting, as well as the possibilities of accounting 
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window dressing and doctoring, all previous studies on earnings per share were limited to a 

specific time frame. The Cadbury Plc case, according to (Tharmila and Nimalathasan (2013); 

Mgbame and Ohiorenuan, (2013), can undermine the integrity of accounting information and 

value relevance. A new study is urgently needed to fill in the gaps in what is currently known 

about the level of value relevance of accounting information on earnings per share in 

Nigerian companies. The broad objective of this study is to ascertain the relationship between 

value relevance accounting information and share price of listed manufacturing companies in 

Nigeria.  

The specific objectives are to: 

1. Ascertain the effect of Book Value of Equity has on Share Price of manufacturing 

firms in Nigeria.  

2. Determine the effect of Earnings per Share on Share Price of manufacturing firms 

Nigeria. 

Literature Review 

Conceptual Review 

Financial reporting is focused with providing valuable information to users of financial 

statements so that they can make educated decisions. According to accounting standards 

setters around the world, information must have two crucial qualitative characteristics: 

relevance and dependability, in order for it to be helpful to users (Mbekomize & Popo, 2020). 

It's worth noting that the attribute of reliability has been replaced by the characteristic of 

faithful representation in recent conceptual frameworks of financial reporting, particularly 

those of the Financial Accounting Standards Board (2010) and the International Accounting 

Standards Board (2018). (BrainMass, n.d). The attribute of relevance refers to information 

that has the potential to influence users' decisions. In addition, information capable of making 

a difference in decisions must have a predictive value (should be able to predict future 

outcomes) and/or must have confirmatory value (should be able to provide feedback on the 

previous evaluations (Financial Accounting Standards Board, 2010;International Accounting 

Standards Board, 2018).Alexander, Britton and Jorissen (2007) add that to be relevant the 

information must resonate with why the user needed that information in the first place.  

The purpose of a value relevance research is to assess the relationship between accounting 

data and capital market values (market values). According to Beaver (2002), the theoretical 

foundation of value relevance studies that use a measurement approach is a combination of 

valuation theory and accounting theory-contextual accounting and financial reporting 

arguments that allow the researcher to predict how accounting variables and other market 

value information will behave. The value relevance of accounting information, according to 

Nilson (2003), is concerned with the utility of financial statements in equity valuation. It 

looks at the relationship between the price of a securities and a collection of accounting 

variables (Beaver, 2002). Scott, (2003) claims that accounting information is value relevant if 

it leads investors to change their beliefs and actions towards investing in a particular stock of 

a particular firm. Accounting data, among other things, must be quick to respond to the needs 

of users, notably investors, in order to be relevant.  

When it comes to accounting information, Riahi-Belkaoui, (2000) feels that accounting 

information is relevant if it can impact decision-makers' decisions. Value relevance of 

accounting information is described by Chen, Chen, and Su (2001) as the ability of 

information given by financial statements to capture and summarize corporate value. 
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Muhammed, (2012) The statistical relationships between financial statement information and 

stock market values or returns can be used to determine value relevance. 

Book Value of Equity per Share (BVPS) 

The market value to book value ratio (MBV) compares a company's market value to its book 

value from the perspective of investors. The market-to-book ratio is one of the most 

important sources of inspiration for the costly external financing theory when it comes to 

interpreting capital structure decisions (Olanrewaju & Tabitha, 2017). Because the main goal 

of this study is to assess the effect of financial performance on capital structure choice of 

firms listed on the NSE, this variable was chosen appropriately. The book value of a firm is 

an important factor to consider when determining its worth. When it comes to valuing a 

company, book values play a significant impact. Mr. Ohlson (2001). Aras and Yilmaz (2008) 

found that the market to book multiple had a substantial impact on stock returns forecasting 

for 12 countries using cross-sectional data from 1997 to 2003. The study presents a 

methodology for estimating the impact of price on book value when predicting stock prices.  

Market to book value ratio is a valuation measure used by investment advisors, fund 

managers, and investors to compare a company's market value (market capitalization) to its 

book value (shareholders' equity), according to Marangu and Jagongo (2014). The market to 

book value ratio, which is represented as a multiple (how many times a company's share is 

trading per share relative to its book value per share), is a measure of how much shareholders 

are worth. 

Book value of equity per share (BVPS) is a ratio that divides common equity value by the 

number of common stock shares outstanding. The book value of equity per share is one factor 

that investors can use to determine whether a stock price is undervalued. If a business can 

increase its BVPS, investors may view the stock as more valuable, and the stock price 

increases. The book value of equity per share (BVPS) is calculated as: 

BVPS =    Value of Common Equity 

                 Number of Shares Outstanding 

The book value of equity per share (BVPS) is an accounting metric that allows investors to 

evaluate a company's financial health. The BVPS uses a snapshot of a stock's current 

common equity and outstanding shares to determine if it is cheap or overvalued (Setven, 

2015). The BVPS is determined by dividing a company's total number of outstanding shares 

by its common equity value. Assume that the value of a company's common equity is N100 

million and that it has 10 million outstanding shares. The book value per share of the 

corporation will be exactly $10 (i.e. N100 million/10 million). 

Earnings per Share (EPS) and Share Price 

Earnings is a significant factor that influences the market value of an equity share. A 

company that produces and sells goods and services that are beneficial to society's citizens 

and earns enough income to pay its costs of production adds to and builds up its reserve 

(Retained earning reserve). Once a successful business has built up reserves, it will look for 

ways to expand its operations and so enhance its profits even more. When a firm begins to 

produce a profit, the demand for equity shares increases, resulting in an increase in the 

equity's market value. (Tharmila & Nimalathasan, 2013; Hendricks, 1976). 

A large part of literature has identified earnings per share (EPS) and book value per share 

(BVPS) as the two most important accounting measures that have a significant positive 

association with market value of a firm, proxy by share prices (e.g., Alfaraih and Alanezi, 

http://www.investopedia.com/terms/c/commonstock.asp
http://www.investopedia.com/terms/b/bookvalue.asp
http://www.investopedia.com/terms/u/undervalued.asp
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2011; Khanagha, Mohammad, Hassan & Sori,2011, Aruwa, 2016).  Aruwa, (2016) study 

revealed that the earning per share (EPS) information is the most considered by investors  

when deciding the share price.  

Profit is the ultimate goal of any business, i.e. Profit is frequently used as a metric for 

assessing a company's performance. Companies that make a profit are able to improve the 

well-being of investors, which is good news for investors. The amount of profit based on the 

company's outstanding shares is called earnings per share. Earnings per share (EPS) is a 

metric used by Kashmir (2012) to assess management's success in generating profit for 

shareholders.  

The success of management in managing capital can be measured by its ability to generate 

profit. Because the revenues are used to increase the welfare of the stakeholders, the 

management is able to do so. Earnings per share (EPS) is the portion of a company's profit 

allocated to each outstanding share of common stock. Earnings per share serve as an indicator 

of a company's profitability. 

Calculated as:        EPS =   Net Income – Dividend on Preferred Stock 

                                                     Average Outstanding Shares 

Because the number of shares outstanding might fluctuate over time, it is more accurate to 

use a weighted average number of shares outstanding when calculating earnings per share. 

However, some data sources make the computation easier by utilizing the number of 

outstanding shares at the conclusion of the period. Earnings per share is widely regarded as 

the single most essential factor in evaluating a stock's value. It's also a key factor in 

determining the price-to-earnings valuation ratio (Ryan, 2017). 

Accounting Information and Share Price 

In considering the effect of accounting information on share prices, the issue of the relevance 

of the accounting information is a key factor. Relevance as a feature of accounting 

information aids users in evaluating the probable implications of past, present, and future 

transactions or other events on future cash flows, as well as providing confirmatory value 

(Ibadin & Izedonmi 2013). According to Beisland (2009), the ability of financial statement 

information to capture and summarize corporate value is known as value relevance. The 

usefulness of financial statements in equity valuation is referred to as value relevance of 

accounting information (Nilson, 2003). According to Beaver (2002), value relevance studies 

the relationship between a security price and a collection of accounting factors. Accounting 

information, he claims, is value relevant if it causes investors to change their minds about 

investing in a stock. Accounting data must be able to meet decision needs in order to be 

relevant. 

Chouinard and Youngman (2008) viewed accounting information as a key determinant in the 

efficient market economy. Oyerinde (2011) argues that value relevance measures the 

relationship between accounting information and market value or returns on shares, thus, an 

accounting information is valueless if it has no significant relationship with the market value 

of security or operational efficiency of an organization.  Francis & Schipper,( 1999) defined 

value relevance as a statistical association between financial information and share prices or 

returns.  This definition of value relevance conforms to the statement of the Framework for 

the Preparation and Presentation of Financial Statements issued in 1989 (IASB, 2010), which 

provided that information is relevant if it  influences the economic decisions of users by 

helping them evaluate past, present and future events”. 

http://www.investopedia.com/terms/c/commonstock.asp
http://www.investopedia.com/terms/e/earnings.asp
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Empirical Review  

There is now a lot of research that looks at the value relevance of accounting information to 

stock price, and numerous scenarios have been found in various studies. In the Indian 

context, Pushpa and Sumangala (2012) investigated the impact of earnings per share (EPS) 

on the market value of an equity share. The research is based on data from 50 companies 

collected over a five-year period. According to the 2010 Business Today Survey, the 50 

companies chosen are the first 50 on the list of India's most valuable enterprises. In the Indian 

context, the study found that EPS has an impact on the market value of an equity share.. 

Omokudu (2012) looked at the value relevance of accounting information for firms listed on 

the Nigerian Stock Exchange for a period of 20 years, from 1990 to 2009. The data analysis 

was carried out using a basic linear model and four estimation techniques. Earnings per share, 

book value per share, dividend per share, and cash flow were used to regress the independent 

variable share price against the dependent variable proxy. The study's findings show that 

earnings, cash flow, and dividend coefficient estimates were all significantly value relevant, 

with cash flow from operations being more incrementally value relevant than earnings. 

Samina and Murtaza (2013) sought to determine the impact of several fundamental factors on 

the market price of Dhaka Stock Exchange shares (DSE). For the purposes of this study, 14 

listed pharmaceutical companies were considered, accounting for 70% (14 out of 20) of the 

total listed companies in the pharmaceuticals and chemical industry (PCI) on the Dhaka 

Stock Exchange (DSE) from 2005 to 2011. The study shows that market prices are 

insensitive to company fundamentals and that current market prices are highly overvalued 

when compared to the ideal value of stocks, highlighting the fact that unauthorized 

information has a greater impact on determining stock prices in the pharmaceutical and 

chemical industries. Tharmila and Nimalathasan (2013) investigated the impact of accounting 

information's value relevance on the market vulnerability of listed manufacturing companies 

on the Colombo stock exchange (CSE). Using a market vulnerability metric based on 

accounting, which is determined by market price per share. The sample for this study 

consisted of twelve CSE-listed firms throughout a five-year period from 2009 to 2013. For 

this investigation, descriptive and inferential statistics were employed. Earnings per share 

(EPS) and net assets value per share (NAVPS) were found to have a substantial impact on 

market vulnerability. Furthermore, EPS and NAVPS are strongly linked to market 

vulnerability. Using trend analysis, Adaramola and Oyerinde (2014) investigated the value 

relevance of accounting information of quoted firms in Nigeria. Secondary data was obtained 

from the Nigerian Stock Exchange Fact Book and annual data from the Nigerian Stock 

Market. And the Annual Financial Reports of Sixty-six (66) Nigerian quoted companies, both 

financial and non-financial. The data was analyzed using the Ordinary Least Square (OLS) 

regression approach. The study finds that accounting information of publicly traded 

companies in Nigeria is value relevant; nevertheless, the value relevance of accounting 

information does not follow a consistent pattern across the study period. Because accounting 

information has been shown to have a direct impact on the value of securities in the capital 

market, it is advised that Accounting Standards be followed. To assess the value relevance of 

accounting numbers in the Nigeria banking and petroleum industries, Oshodin and Mgbame 

(2014) conducted a comparative study on the value relevance of accounting information in 

both sectors. From each of these industries, ten companies were chosen at random. The 

research spans five years, from 2007 to 2011. The data was analyzed using multiple 

regressions and the Ordinary Least Square method. According to the findings of the study, 

financial information in the oil and gas business is more valuable than financial information 

released by companies in the banking sector. Investors in both industries found that earnings 

per share was the most important accounting information when determining share prices. 

Manisha, (2014) analyzed the combined, individual and incremental value relevance of 
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accounting information produced by firms listed on the S&P BSE-500 for the financial year 

2006 to 2010 and changes therein over the period.  The study found that accounting 

information is value relevant for BSE-listed firms, earnings per share and book value per 

share are significantly relevant to share prices of the BSE-listed firms. It was also found that 

the combined value relevance of accounting information represented by earnings per share 

and book value per share has declined while there have been insignificant changes in the 

incremental value relevance of accounting information. Okoye and Ezejiofor (2014) 

investigated the impact of IFRS on bank stock market performance in order to determine 

whether investors' expectations are being met. The population consists of fourteen Nigerian 

Stock Exchange-listed banks. The Stratified Random Sampling approach was used, and the 

annual accounts of these banks were examined for seven years (2006-2012), covering both 

SAS and IFRS. Findings revealed that most banks were unable to generate adequate interest 

earnings to pay their interest obligations, leaving investors unsatisfied. As a result, evaluating 

bank stock market performance can be used to determine whether or not investors' 

expectations are met. Ordu, Enekwe, and Anyanwaokoro (2014) investigated the impact of 

dividend payments on share market prices in Nigeria: For the period 2000 to 2011, a study of 

17 publicly traded companies was conducted utilizing time series data on dividend per share, 

dividend yield, and dividend payment ratio. The data collected was analyzed using ordinary 

least squares. The researchers' empirical results from panel least squares suggest a positive 

relationship between market price per share and dividend per share, confirming that a rise in 

dividend per share leads to an increase in the market price per share of quoted firms. The 

study also revealed that dividend yield has no significant positive effect on market price per 

share of quoted firms.  By investigating the relationship between earnings and share prices of 

enterprises in Nigeria, Olubukola, Uwalomwa, Jimoh, Ebeguki, and Olufemi (2016) 

investigated the value relevance of financial statements on share price of firms in Nigeria. 

Secondary data gathered from the Nigerian Stock Exchange fact books and published audited 

financial statements of listed banks between 2010 and 2014 was used to fulfill the research 

objective. The study sample consisted of 15 banks that were purposefully sampled from the 

Nigerian stock exchange during the study period. The secondary data acquired for the study 

was analyzed using the Fixed Effects Panel approach. According to the study's findings, there 

is a considerable positive association between earnings per share (EPS) and market 

capitalization. The goal of Webster's (2016) study on accounting information's value 

relevance was to determine the relationship between the level of free cash flows and stock 

price of non-financial enterprises listed on the Nairobi securities exchange. The study's 

population consisted of 42 non-financial companies registered on the Nairobi Stock 

Exchange, and it spanned a five-year period from 2011 to 2015. Secondary data was taken 

from the firms' published annual financial statements as well as Nairobi Stock Exchange 

publications and bulletins for the study. Multiple linear regression was used to statistically 

assess the data collected for the investigation. The statistical analysis revealed that there is a 

link between the level of free cash flow and the firm's share prices. Samuel and Pradeep 

(2016) wanted to know what factors affect a company's stock market price. Fourteen (14) 

firms listed on the Johannesburg stock exchange between 2009 and 2013 were chosen for the 

study based on the study's goal. The secondary data acquired on the firms was evaluated 

using the multiple regression analysis statistical technique. Dividend per share, earnings per 

share, and the price-earnings ratio were the study's independent variables, while share prices 

were the study's dependent variable. Dividend per share, profits per share, and the price-

earnings ratio account for around 57.8% of market share price changes, according to the 

study. Dhiaa and Ibrahim (2016) investigated whether a company's characteristics, such as 

the number of stockholders, listing status, and age, affect accounting information relevance, 

and which stock price measure, among average price, closing price, and after three months 
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price, is more reliable in pointing out accounting information value relevance for a sample of 

91 companies in Jordan's services and industrial sectors between 2004 and 2013. Using the 

price model, it was discovered that book value was more value relevant than the other 

accounting information variables studied (earnings per share, dividend per share, and cash 

flow), and that book value per share was the best predictor of firm value. Earnings and 

dividends also showed significant value relevance, but cash flows did not. The study also 

found that closing price is the most dependable, among the three stock price measures to be 

used in the study of value relevance in Jordan. Marek, Rafał,  Monika and Aleksander, (2016) 

modeled the relationship between financial reports of companies listed on the Warsaw Stock 

Exchange and market valuation of their shares. The theoretical findings shows that there exist 

various connections between financial statements and valuation companies, depending on the 

approach used in the study. Muhammad (2017) investigated the influence of the adoption of 

the International Financial Reporting Standards (IFRS) on the value relevance of accounting 

data. The study used a reworked version of Ohson's (1995) price regression model. The 

dependent variable, proxied by Market share price, was regressed against the independent 

variable, accounting information, proxied by book value per share, earnings per share, 

dividend per share, cash flow from operations, and IFRS adoption, using ordinary least 

square regression. The study analyzed data from 20 insurance companies that were listed on 

the Nigerian stock exchange between 2009 and 2014. While the study's findings show that 

the adoption of IFRS has reduced the combined value relevance of accounting information 

for listed insurance firms, the individual independent variables: book value per share, 

earnings per share, and dividend per share show that the adoption of IFRS has increased the 

combined value relevance of accounting information for listed insurance firms. According to 

Ezejiofor (2018), the value relevance of financial information in Nigerian manufacturing 

enterprises has improved with the implementation of International Financial Reporting 

Standards (IFRS). The study used an ex-post facto research design. From the manufacturing 

companies listed on the Nigerian Stock Exchange from 2008 to 2015, a sample of 54 

manufacturing companies was chosen at random. The data for the study came from the 

sampled companies' annual reports and accounts. A modified price model was used to detect 

the value relevance of accounting data for two separate periods. With the help of SPSS 

version 20.0, the data was analyzed and validated using regression analysis and the Chow test 

statistical methods. The implementation of IFRS has enhanced the study's findings. Between 

1962 and 2014, Barth, Li, and McClure (2018) investigated the evolution of the value 

relevance of accounting information in the United States. The study looked at the new 

economy and the non-new economy, and found that the new economy has a higher value 

relevance than the non-new economy. Accounting information and share price have a 

positive relationship in the study, indicating that accounting information is important in 

estimating the worth of a firm's equity. Investors use accounting data in their decision-

making, according to the report. The study also reveals a favorable association between 

account amounts and share price, as well as an evolution in accounting information and 

account amounts and share price. This study is robust and well carried out but was not stated 

in the study which theory guides the research. This means the study did not state which 

direction it was coming from. The effect of accounting information on deferred taxation in 

Nigerian deposit money institutions was studied by Udeh and Ezejiofor (2018). The data was 

gathered from yearly reports and accounts of Nigerian deposit money institutions using an ex 

post facto research design. The hypotheses were put to the test using multiple regression 

analysis. According to the findings, earnings per share (EPS) and cash flow (CASHFL) have 

a negative impact on our dependent variable, deferred tax, but book value of equity has a 

statistically significant impact whereas earnings per share (EPS) and cash flow (CASHFL) do 

not. Using data from companies registered on the Botswana Stock Exchange from 2012 to 
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2018, Mbekomize and Popo (2020) investigated the statistical association between four types 

of accounting information and market share prices. Accounting data and market prices were 

obtained from annual reports and the Botswana Stock Exchange –Equity Statistics data bank, 

respectively. The data was analyzed using the Ordinary Least Square regression approach. 

The findings indicate that earnings are the most important piece of information for 

determining share prices, followed by dividends, and finally book value. Operating cash 

flows did not explain fluctuations in share values in the Botswana equity market, despite the 

fact that book value produced poor value relevance. Earnings and dividends were more 

valuable than any other combination of factors. Rahmana and Liua (2021) looked into 

whether the release of financial accounting data is linked to stock price changes. The data 

was gathered from 1,272 listed companies on the Shanghai A-share market and the Shenzhen 

Stock Exchange. Data was gathered from selected firms' annual reports from 2008 to 2018, as 

well as closing share prices from 2009 to 2019. The relationship of new variables and stock 

price was examined using a stepwise regression model to choose variables with significant 

influence. The researchers discovered that accounting number value relevance, profitability, 

liquidity, and operational efficiency are all positively correlated with stock price reaction. 

Other accounting variables that have a greater impact on market share include earnings per 

share, current ratio, quick ratio, and debt to equity ratio. To the best of the researcher's 

knowledge, there is only one study in Nigeria that has looked at dividend per share variables 

as proxies for accounting data. Because past conclusions were marked by uncertainty, and 

previous studies on the subject matter focused on a specific time period, it is necessary to 

revisit the dynamic nature of accounting data. In light of the aforementioned issues, this 

research investigates the impact of accounting information on the share price of listed 

industrial businesses in Nigeria. 

Methodology 

Research Design 

The research design that will be employed in this study is ex-post facto research design. An 

Ex-post Facto research determines the cause-effect relationship among variables. Ex-post 

Facto seeks to find out the factors that are associated with certain occurrence, conditions, 

events or behaviours by analyzing past events or already existing data for possible causal 

factors (Kothari & Garg, 2014). 
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Population of the Study 

The population of the study comprised of twenty one (21) quoted consumer goods 

manufacturing firms on the Nigerian Stock Exchange (NSE) as at end of 2020 financial year 

Table 1: Names of consumer goods companies  

1. 7-Up Bottling Company Plc 

2. Cadbury Nigeria Plc 

3. Champion Brew. Plc 

4. Dangote Flour Mills Plc 

5. Dangote Sugar Refinery Plc 

6. DN Tyre & Rubber Plc 

7. Flour Mills Nigeria Plc 

8. Golden Guinea Brew. Plc 

9. Guinness Nig Plc 

10. Honeywell Flour Mill Plc 

11. International Breweries Plc 

12. Multi-Trex  Integrated Foods Plc 

13. Nig. Flour Mills 

14. Nascon Allied Industries Plc 

15. Nestle Nigeria Plc 

16. Nigerian Brew. Plc 

17. Nigerian Enamelware Plc 

18. PZ Cussons Nigeria Plc 

19. Unilever Nigeria Plc 

20. Union Dicon Salt Plc 

21. Vitafoam Nigeria Plc 

Source: Nigerian Stock Exchange Website (2020)   

Sample Size of the Study 

Since the population of the population is not large, the researcher selected all the population 

size for the study.   

Source of Data  

The majority of the data for this study will come from secondary sources. The information 

was gathered from NSE publications, fact books, and the annual reports and accounts of the 

listed firms, particularly the comprehensive income statement and statement of financial 

situations, as well as their corresponding notes to the accounts. The dependent and 

independent variables were calculated using data from the Nigerian Stock Exchange's (NSE) 

annual report and accounts of listed companies, and the ratios were calculated using the 

statistics presented in the annual reports.. 

Model Specification 

The researcher adopted Ohlson (1995) price model from two financial reports indicators 

(financial position and comprehensive income) is being used to test the value relevance of 

financial reporting. This was used to explore the relationship between market value with two 

main financial reporting variables; the book value per share which represents financial 

position and earnings per share which represents comprehensive income.  
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By the Ohlson (1995) Model: 

MKTPjt = β0 + β1 BVSHjt + β2 EPSjt + ejt 

Where: MKTPjt = the market price per share (SP) of firm j at time t 

BVSHjt = Book value per share of firm j at time t 

EPSjt = Earnings before extraordinary items per share of firm j at time t 

β0 = Constant or intercept. 

β1-3 = Coefficients of explanatory variables. 

εjt = Error term. 

In the empirical models, share price is a linear function of Book Value of Equity per Share, 

Earnings per Share, Dividend per Share. Significant (positive or negative) estimates of 

regression co-efficient for the accounting variables indicate the relationship between the 

variables. The researcher therefore modified the Ohlson (1995) Model as follows:  

SPit = βo + β1BVPS it + £it     (1)  

SPit = βo + β1EPS it + £it     (2)  

Where:  

SPit =  share price for firm i  at the end of year t  

BVPS = book value of equity per share for firm ί in year t 

EPSit = earnings per share for firm i at the end of year t  

£ = error term (part of the share price which is not interpreted by the model) 

βo = the intercept 

β1 is the coefficient of explanatory variable. 

Method of Data Analysis  

To estimate and offer evidence on the nature of the relationship between accounting 

information and share price, this study used an Ordinary Least Square (OLS) estimate using 

panel data from 2012 to 2020 covering a period of nine (9) years for 21 manufacturing 

enterprises. This was done with the help of the E-view 9.0 statistical program, and the 

coefficient of correlation, which is a good measure of relationship between two variables, 

was used to indicate the strength and direction of the relationship. 

Decision Rule 
Accept the alternative hypothesis (H1) if the p-value of the test is less than 0.05, otherwise 

reject.  

 

Data Analysis 

Table 2: Descriptive statistics for quoted manufacturing companies in   

 Nigeria  
 SP BVPS EPS 

 Mean  3.368358  3.850000  5.242629 

 Median  3.770060  2.410000  5.795469 

 Maximum  5.869230  9.600000  7.778064 

 Minimum  0.836192  1.220000  1.815821 

 Std. Dev.  1.707119  3.127271  2.532009 

 Skewness -0.266159  0.895816 -0.149778 

 Kurtosis  1.926221  2.104814  1.202730 

 Jarque-Bera  0.598485  1.671378  1.383297 

 Probability  0.741380  0.433576  0.500750 

 Sum  33.68358  38.50000  52.42629 

 Sum Sq. Dev.  26.22829  88.01840  57.69965 

 Observations        10       10      10 

Source: Researcher’s computation using E-Views 9.0, 2021 
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From the above table, SP =  share price for firm ,BVPS = book value of equity per share for 

firm EPS = earnings per share for firm. 

The descriptive statistics for the variables shows that the mean SP has mean of 3.368 in the 

sampled companies. Firstly, it was observed that on the average over the nine (9) years 

periods (2012-2020), the sampled companies were characterized by positive accounting 

information (BVPS = 3.850, and EPS = 5.242). The large difference between the maximum 

and minimum value of the book value per share (BVPS), earnings per share (EPS) show 

that the sampled companies in this study are not dominated by with large market price. 

The Jarque-Bera (JB) which test for normality or the existence of outlier or extreme values 

among the variables shows that all our variables are normally distributed and significant at 

5% level and the result could be generalized. This also implies that a least square regression 

can be used to estimate the pooled regression models. 

 

Test of Hypotheses 

Test of Hypothesis I 

Ho1: There is no significant relationship between Book Value of Equity per Share and Share 

Price of manufacturing firms listed on NSE. 

H1: There is significant relationship between Book Value of Equity per Share and Share Price 

of manufacturing firms listed on NSE. 

Table 3: Regression analysis output for SP and BVPS of quoted manufacturing 

companies in Nigeria  
Dependent Variable: SP   

Method: Least Squares   

Date: 12/10/21   Time: 08:22   

Sample: 2012 2020    

Included observations: 9   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3.422900 0.235083 14.56038 0.0000 

BVPS -0.015626 0.085682 -9.182368 0.0000 

     
     R-squared 0.000088     Mean dependent var 3.386559 

Adjusted R-squared -0.002557     S.D. dependent var 2.428117 

S.E. of regression 2.431219     Akaike info criterion 4.619912 

Sum squared resid 2234.293     Schwarz criterion 4.640650 

Log likelihood -875.7833     Hannan-Quinn criter. 4.628141 

F-statistic 10.33258     Durbin-Watson stat 1.488252 

Prob(F-statistic) 0.000000    

     
     
Source: E-Views 9.0 regression analysis output, 2021 

In table 3, a panel least square regression analysis was conducted to test the relationship 

between share price and book value per share. Adjusted R squared is coefficient of 

determination which tells us the variation in the dependent variable due to changes in the 

independent variable. From the findings in the table 3, the value of adjusted R squared was 

0.001, an indication that there was variation of 0.001% on share price due to changes in book 

value per share, while 99% was explained by unknown variables that were not included in the 

model. The probability of the slope coefficients indicate that; P(x1= 0.0000<0.05). The t-
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value = -9.182 implies that BVPS is negatively related to SP, though statistically significant 

at 5%. 

The Durbin-Watson Statistic of 1.488252 suggests that the model does not contain serial 

correlation. The F-statistic of the BVPS regression is equal to 10.332 and the associated F-

statistic probability is equal to 0.000000, so the null hypothesis was rejected and the 

alternative hypothesis was accepted.  

Decision 

Since the Prob(F-statistic) of 0.000000 is less than the critical value of 5% (0.05), then, there 

is a significant relationship between Book Value of Equity per Share and Share Price of 

manufacturing firms listed on NSE at 5% level of significance, thus, H1 is preferred over Ho. 

 

Test of Hypothesis 2 

Ho2: There is no significant relationship between Earnings per Share and  Share Price of 

manufacturing Firms listed on NSE.. 

H2: There is significant relationship between Earnings per Share and Share Price of  

manufacturing Firms listed on NSE. 

Table 4: Regression analysis output for SP and EPS of quoted manufacturing 

companies in Nigeria  
Dependent Variable: SP   

Method: Least Squares   

Date: 12/10/21  Time: 08:15   

Sample: 2012 2020    

Included observations: 9   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4.237420 0.200283 21.15719 0.0000 

EPS 0.205367 0.038647 5.313908 0.0000 

     
     R-squared 0.069510     Mean dependent var 3.386559 

Adjusted R-squared 0.067048     S.D. dependent var 2.428117 

S.E. of regression 2.345304     Akaike info criterion 4.547956 

Sum squared resid 2079.170     Schwarz criterion 4.568694 

Log likelihood -862.1116     Hannan-Quinn criter. 4.556185 

F-statistic 28.23762     Durbin-Watson stat 1.618388 

Prob(F-statistic) 0.000000    

     
     Source: E-Views 9.0 regression output, 2021 

In table 4, a panel least square regression analysis was conducted to test the relationship 

between share price and earnings per share. Adjusted R squared is coefficient of 

determination which tells us the variation in the dependent variable due to changes in the 

independent variable. From the findings in the table 4, the value of adjusted R squared was 

0.069, an indication that there was variation of 7% on share price due to changes in earnings 

per share, while 93% was explained by unknown variables that were not included in the 

model. The probability of the slope coefficients indicate that; P(x1= 0.0000<0.05). The t-

value = 5.3139 implies that EPS is positively related to SP, though statistically significant at 

5%. 

The Durbin-Watson Statistic of 1.6184 suggests that the model does not contain serial 

correlation. The F-statistic of the EPS regression is equal to 28.237 and the associated F-



Research Journal of Management Practice | ISSN: 2782-7674 

Vol. 2, Issue 1 (January, 2022) | www.ijaar.org  

 

24 

statistic probability is equal to 0.000000, so the null hypothesis was rejected and the 

alternative hypothesis was accepted.  

Decision 

Since the Prob(F-statistic) of 0.000000 is less than the critical value of 5% (0.05), then, there 

is a significant relationship between earnings per share and share price of manufacturing 

firms listed on NSE at 5% level of significance, thus, H1 is preferred over Ho. 

 

CONCLUSION AND RECOMMENDATIONS 

For the years 2012 to 2020, this study looked at the relationship between the value relevance 

of accounting information and the share price of the manufacturing sector on the NSE. 

According to the literature, scholars have yet to achieve a consensus on the relationship 

between accounting information's value relevance and share price. As a result, the 

relationship is still developing. Data analysis found that there is a relationship between 

accounting information variables and the share price of Nigeria's manufacturing sector, with 

some accounting information components having a negative association with share price and 

others having a positive relationship. Book Value of Equity per Share, Earnings Per Share, 

and Dividend Per Share all have a substantial positive association with Share Price as 

disaggregated components. However, the overall results on accounting information variables  

presented in this study indicate that the book value per share, Earning per Share, and dividend 

per share have positive significant relationship with share price. This study concluded that 

value relevance of accounting information has a statistical significance on share price at 5%. 

Recommendations 

The findings and conclusion of this study led to the following policy recommendations:  

i. Listed manufacturing companies on the Nigerian Stock Exchange should prominently 

show their Book Value per Share in their investor and analyst presentations. In the 

long run, this will make it easier for financial analysts and other interested parties to 

determine the firm's share prices.  

ii. Because Earnings per Share and Share Price are so closely related, firms' management 

should make a public offer of ordinary shares and, if possible, a bonus offer to 

enhance their shareholders' money. This may provide companies with more options to 

diversify their assets and, as a result, boost their Earnings per Share, so increasing the 

value of their stock. 
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