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CHAPTER 5 

 

UNIFIED STOCK MARKET FOR SECOND MONETARY ZONE 

 

In this era of globalization, big means better. Efficiency, cost and quality are 

the drivers of the market or business, because consumers want low cost and 

high quality goods and services. This calls for more competition in the 

marketplace. 

 

To win in the marketplace nowadays, corporations count on size. Big 

corporations can operate on large scales thus enabling them to reduce their 

unit cost of production. This is one reason why companies go for merger and 

acquisition to benefit from large scale operations and have an edge over their 

competitors. Merger and acquisition take place in almost all forms of 

businesses and more common among bigger firms, which tend to take 

advantage of the liberalized global market. 

 

Lately, in financial marketplace, merger and acquisition are taking place. In 

September 2000, Euronext was formed by combining the stock exchanges of 

Brussels, Amsterdam and Paris. In BBC business news on May 23, 2006, 

Euronext, which now operates the stock exchanges of Brussels, Amsterdam, 

Paris and Lisbon and London International Financial Futures and Options 

Exchange (LIFFE) is itself a target for merger by Deutsche Boerse and New 

York Stock Exchange (NYSE). These mergers among stock exchanges are 

to take advantage of the integrated and harmonized global financial markets, 

so as to provide low cost services to customers. 
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But if large stock exchanges still think they need to be larger to survive, 

what about small and virtually non existence stock exchanges in 

underdeveloped markets? This chapter looks at the unification of stock 

markets as a means of promoting trade and investment in West African 

Monetary Zone. 

 

5.1 Need for Unified Stock Market for WAMZ 

A single currency for an economic grouping is a natural unifying force for 

business, economic and financial activities among those countries. A single 

currency makes trade among countries which share the single currency very 

easy and boost economic activities.  

 

A successful launch of ECO in West African Monetary Zone will remove a 

major obstacle (currency exchange) to trade among the member countries. It 

will also make businesses keep records in the same unit of account, which 

will make dealings and comparisons among them easier. If a unified stock 

market is established in WAMZ, it will make stock prices of listed 

companies and their reports to exchange commission much easier to be 

analyzed and compared by investors. 

 

Besides the advantage of a single currency for the establishment of a unified 

stock market, there are other urging factors, which make it quite necessary 

for the establishment of a single stock market in which all the businesses in 

all the member countries will take part. Some of those factors are discussed 

below. 
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The only two stock exchanges (Ghana and Nigerian) in WAMZ are not 

doing well by international standard. As each of them will be reviewed 

below, the market capitalization, traded value and number of companies 

listed on each of these exchanges are very small compared to major world 

stock exchanges or even major emerging market stock exchanges. By virtue 

of their small size, these two stock exchanges are not recognized by 

international portfolio investors and as such cannot attract large number of 

investors to invest in the stocks of the listed companies. 

 

As already mentioned above, it is only Ghana and Nigeria that have stock 

exchanges in WAMZ. Businesses in other countries are not listed in these 

two stock exchanges and are thus being run and evaluated in the same old 

methods. Those businesses do not have the corporate way of doing things 

and are therefore not efficiently managed. But if a unified stock exchange is 

established, this will give size to the stock exchange as companies from the 

entire member countries will try to be listed and also corporate practices will 

be proliferated in all those countries and that will boost value creation in 

companies in those countries. 

 

In the member countries of WAMZ, business lending rates are between 25 

and 30 percent. These rates are so high that businesses, especially those in 

the productive sector find it difficult to expand because of lack of adequate 

capital, even though opportunities for growth exist. But if an efficient 

unified stock market is established, this will attract investors who will invest 

in companies’ stocks, which can serve as a means for companies with 

growth opportunities to undertake investment projects. 

 



 50 
 

All these factors and others not mentioned above have made it all the more 

necessary for the countries of WAMZ to come together to establish a unified 

stock market, that can be efficiently managed and attract investors 

worldwide.  

   

5.2 Overview of Stock Markets in WAMZ 

There are two stock markets in West African Monetary Zone – one in 

Nigeria and the other in Ghana, with total combined market capitalization of 

about US$32 billion as at May 24, 2006. Currently, the two have a combined 

total number of 229 listed corporations. Below, each other them is discussed 

briefly. 

 

5.2.1 Nigerian Stock Exchange 

Nigerian Stock Exchange was established in 1960 and started operations in 

1961. Presently it has branches with trading floor in six major cities and 

Lagos is the Head Office of The Exchange. As at the end of May, 2006 the 

exchange had 200 listed companies. At the end of year 2002, Nigerian Stock 

Exchange had market capitalization of US$5,989 million and a traded value 

of US$486 million.  

 

Nigerian Stock Exchange clears and settles transactions via four settlement 

banks using delivery versus payment netting off process. The settlement 

cycle for the exchange is T+3 and the securities traded on it are ordinary and 

preference stocks and corporate and treasury bonds. The trading system used 

is screen based automated auction with central securities clearing system Ltd. 

The stock exchange trades from Monday to Friday, between the hours of 
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11.00am and 1.00pm each day. There are two different types of reporting 

requirements, one is for first tier companies, requiring quarterly unaudited 

and full year audited annual accounts and two for second tier companies, 

requiring half year unaudited and full year audited annual accounts. These 

two types of reporting requirements are due to the segmentation of the 

market into first and second tier securities markets. 

 

According to the survey conducted on African stock exchanges in 2002, 

Nigerian Stock Exchange was the most buoyant stock market in the whole of 

Africa. Out of total of 71 capital raising transactions (initial public offerings 

and secondary issues) observed in African stock markets from January 2001 

to end of 2002,  Nigeria stock market had 16 transactions, that is 22.5% of 

the total, making it the most active African stock market during this period, 

as shown in chat 5.1 

 

Chat 5.1 
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5.2.2 Ghana Stock Exchange 

Ghana Stock Exchange was established in 1989 as a private company 

limited by guarantee under the Companies Code, 1963 and started trading in 

1990. As at the end of May 2006, the exchange had 29 listed companies. At 

the end of 2002, Ghana Stock Exchange had market capitalization of 

US$382 million and traded value of US$11 million. 

 

Ghana Stock Exchange clears and settles transactions manually, transaction 

by transaction. The settlement cycle for the exchange is T+5 and the 

securities traded on it are ordinary stocks and corporate bonds. The trading 

system used is call over with presiding officer and no central depository 

system. The stock exchange trades from Monday, Wednesday and Friday, 

between the hours of 10.00am and 12.00pm each day. The reporting 

requirement is half year unaudited and full year audited annual accounts. 

 

5.3 Comparison of African Stock Markets with Emerging and World 

Stock Markets 

Comparatively, the combined stock markets of West African Monetary Zone 

(WAMZ) are very insignificant in terms of market capitalization and value 

traded. From tables 5.1 and 5.2, at the end of 2001, the total market 

capitalization of the whole of African stock markets was US$195,202 

million and for the WAMZ, the combined total market capitalization was 

US$5932 million, which was just 3% of the whole of African stock markets. 

In turn, the total market capitalization of African stock markets is 7.6% of 

the total market capitalization of emerging stock markets, which was 

US$2,572,064 million. But in terms of the whole world, the total market 
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capitalization of African Stock markets was 0.7% of the whole world, which 

was US$27,818,618 million at the end of 2001. 

 

Judging by market liquidity, we can compare the traded values of these 

groups of markets and see how African stock markets were doing relative to 

emerging markets or the whole world markets. At the end of 2001, the total 

traded value for African stock markets was US$77,228 million and out of 

this figure, West African Monetary Zone accounted for 0.66%, which was 

just US$509 million. African stock markets in turn accounted for 3.2% of 

total traded value of emerging stock markets, which was US$2,400,844 

million. For the whole world, African stock markets accounted for 0.2% of 

the total world traded value, which was US$42,076,862 million. 

 

Again, looking at tables 5.1 and 5.2, it could be read that, in terms of market 

capitalization, African stock markets’ share of the total emerging stock 

markets and that of the whole world stock markets has been falling from 

1997 to 2001. Also in terms of traded value, African stock markets’ share of 

the total emerging stock markets and that of the whole world has been going 

down from 1997 to 2001. This small and decreasing share of African stock 

markets in the total market capitalization and traded value of emerging stock 

markets and the world stock markets could signifies lack of adequate 

investment and trade and also lack of corporate culture in African economies.   

  

 

 

 
Table 5.1:  STOCK MARKET CAPITALIZATION, 1999 – 2002 
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(US$ Millions, End of Period Levels) 

Countries 1999 2000 2001 2002 

Algeria 306 303 199 145 

Botswana 1,052 978 1,269 1,717 

Cote d’Ivoire 1,514 1,185 1,165 1,329 

Egypt 32,838 28,741 24,335 26,245 

Ghana 916 502 528 382 

Kenya 1,409 1,283 1,050 1,676 

Malawi 161 212 152 107 

Mauritius 1,643 1,335 1,061 1,324 

Morocco 13,695 10,899 9,087 8,319 

Namibia 691 311 151 201 

Nigeria 2,940 4,237 5,404 5,989 

South Africa 262,478 204,952 139,750 182,616 

Swaziland 95 73 127 146 

Tanzania 181 233 398 695 

Tunisia 2,706 2,828 2,303 1,810 

Uganda - 37 34 52 

Zambia 280 236 217 231 

Zimbabwe 2,514 2,432 7,972 11,689 

Total Africa 325,419 260,777 195,202 244,672 

All Emerging Markets 2,948,429 2,608,486 2,572064 n.a 

World Total 36,128,555 32,222,750 27,818,618 n.a 

Africa: Emerging Markets 11.0% 10.0% 7.6% n.a 

Africa: World Total 0.9% 0.8% 0.7% n.a 

Source: United Nations Development Program 
 

 

 

 

 
Table 5.2: STOCK MARKET TRADED VALUE, 1999 – 2002 
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(US$ Millions, End of Period Levels) 

Countries 1999 2000 2001 2002 

Algeria 1 5 3 0 

Botswana 38 47 65 62 

Cote d’Ivoire 85 33 8 16 

Egypt 9,038 11,120 3,897 7,362 

Ghana 25 10 13 11 

Kenya 74 47 40 36 

Malawi 6 9 21 3 

Mauritius 78 74 109 59 

Morocco 2,530 1,094 974 922 

Namibia 22 22 8 129 

Nigeria 145 263 496 486 

South Africa 72,917 77,494 69,676 76,792 

Swaziland 0 0 10 0 

Tanzania 7 40 8 19 

Tunisia 420 626 316 704 

Uganda - 0 0 1 

Zambia 12 8 53 2 

Zimbabwe 227 279 1,530 131 

Total Africa 85,625 91,171 77,228 85,825 

All Emerging Markets 2,922,368 3,956,869 2,400,844 n.a 

World Total 30,360,435 47,869,868 42,076,862 n.a 

Africa: Emerging Markets 2.9% 2.3% 3.2% n.a 

Africa: World Total 0.3% 0.2% 0.2% n.a 

Source: United Nations Development Program 
 
Even though the data may be old, but it might have not changed much in 

favor of African stock markets. Going by the information in tables 5.1 and 

5.2, the African stock markets are not just doing well comparatively. Given 

this poor performance of African stock markets and in particularly the two 
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stock markets in West African Monetary Zone coupled with high interest 

rates and inadequate foreign direct investments, West African Monetary 

Zone should diversify its strategies of wooing investments into the zone 

ahead of the launch of the single currency, so as to realize maximum 

benefits from single currency. One of those strategies could be to unify and 

create one big stock market for the zone, so as to give it the necessary size 

and liquidity to attract global institutional investors. Next section looks at 

the steps to be taken to create a unified stock market in West African 

Monetary Zone. 

 

5.4 Steps to Create Unified Stock Market 

As amply indicated by a research on stock market development and financial 

intermediaries by Asli Demirguc-Kunt and Ross Levine (1996), which was 

reviewed in chapter two, large stock markets are more liquid, less volatile 

and more internationally integrated with global markets than smaller stock 

markets. This being a researched documented fact, governments in West 

African Monetary Zone need to come together to pave way for the creation 

of one unified stock market, giving it a large size, so as not only to attract 

investments, but to help rapidly integrate their economies. The steps to be 

taken to create unified stock market are discussed below. 

I. Harmonization of Accounting, Legal and Financial 

Reporting Systems: This could be the first step in creating a 

unified stock market for the second monetary zone of 

ECOWAS. A harmonized accounting, legal and financial 

reporting systems will provide a basis for consistency in dealing 

with legal matters and corporations’ financial reporting. 

However, this would not be a big problem, as with the 
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exception of Guinea, all the member countries of second 

monetary zone were former colonies of Britain and inherited 

the same legal, accounting and financial reporting systems.   

II. Merger of Nigeria and Ghana Stock markets: Since it is only 

Nigeria and Ghana which have stock markets now, the two 

stock markets can merge first to create a strong foundation for 

efficient stock market operations before other member countries 

can be invited to join. 

III. Incorporating the Merged Stock Market in Nigeria: The fact 

that Nigerian stock market is older, larger and more liquid than 

Ghana stock market, the merged stock market can be 

incorporated in Nigeria. This will give a big boost to the 

merged stock market, as the Nigerian stock market is better 

known and perform better than Ghana stock market. Besides, 

Nigerian economy is really very big and even bigger than the 

rest of the whole economies of the member countries of second 

monetary zone. 

IV. Open Stock Exchange Branches in Other Member 

Countries: After a successful merger between Ghana and 

Nigerian stock exchanges, branches can be opened at 

appropriate times in other member countries, which do not have 

stock exchanges now. This will attract corporations in these 

countries to list on the stock exchange and also potential 

investors to invest in the stock market. As a result, volume and 

liquidity of the stock exchange would be enhanced, making it 

less volatile and can easily attract foreign institutional investors. 
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V. Train Financial Analysts and Journalists: Information, 

particularly substantial and accurate information is crucial for 

the efficient functioning of any stock market. Thus well trained 

financial analysts and journalists will play a vital role in 

analyzing and communicating the financial information 

provided by listed corporations and this will be very helpful to 

the investment community, particularly the retail investors, who 

do not have the capability to analyze by themselves the 

financial information provided by corporations. Also, other 

experts whose roles directly relate to stock market should be 

well trained to deliver high performance services for efficient 

stock market operation.  

 

5.5 Expected Benefits of a Unified Stock Market 

A well regulated and better managed unified stock market in a monetary 

zone will undoubted provide good benefits to the economies in the monetary 

zone and the listed corporations in particular. This unified stock market will 

serve as a center ground for corporate businesses and infrastructure 

financing. Some of the expected benefits to be realized from creation of 

unified stock market are discussed below. 

I. Enhancement of Corporate Orientation: The value of any 

listed corporation is appropriately determined from stock 

market. Stock price is therefore a function of value creation by 

corporations. The existence of public stock price focuses the 

attention of management on value and value creation, because 

this is the way to retain investors and attract potential investors. 

The establishment of a well regulated unified stock market in 
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West African Monetary Zone will change the way companies 

are managed in that region. Instead of doing things which do 

not serve the interest of investors, management will change its 

orientation and undertake projects and programs, which create 

value for owners. 

II. Attract Investors: A well regulated and efficient unified stock 

market for second monetary zone of ECOWAS will get the 

required size and liquidity necessary to attract investors, 

especially foreign institutional investors. This will boost 

activities in this market and make it much easier for 

corporations with growth opportunities to raise the needed 

capital to undertake positive NPV projects.  

III. Introduction of New Financial Products: Stock exchange is a 

multi-purpose financial market where many different financial 

products are traded. An Efficient single stock market for the 

whole monetary zone will facilitate the introduction of many 

different financial products. This will results in more businesses 

and more job creation and more financial experts, as some of 

these financial products require specialized expertise.  

IV. Reduction of Interest Rates: As an alternative source of 

financing for corporations, an efficient unified stock market 

will contribute to the reduction of interest rates. Since banks 

will no longer be the only source of finance for corporations 

with growth potential, banks will have to bring down their 

interest rates in order to get business. This reduction in interest 

rate will be very good for the overall business climate, as cost 
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of capital is lower, a lot of projects could turn out to be positive 

NPV projects and viable for undertaking. 

V. Promotion of Trade and Investment: By providing the 

infrastructure for trade in equities, bonds and other derivative 

products, a unified stock exchange in West African Monetary 

Zone could serve to promote trade and investment in the region. 

Trade in financial assets has become an important part of 

international trade. 

VI. Platform for Privatization of Public Corporations: In Africa, 

sometimes governments have the desire to privatize state 

owned enterprises (SOEs), particularly the inefficient ones, but 

the appropriate method of privatizing these enterprises prove 

very difficult. In some of those countries, there are no stock 

exchanges and these enterprises are not publicly listed 

companies, so their valuation normally turns out to be the real 

problem. But with an efficient and functioning market, these 

companies can be listed there and that can help in privatizing 

them easily. 

VII. Promotion of Mergers and Acquisitions: The trend in the 

world now for businesses is consolidation for efficiency and 

scale economics. Inefficiently run businesses with growth 

potentials are taken over by large and efficiently managed 

corporations, so as to turn around this acquired business for 

higher value creation for investors. Normally, these acquisitions 

are properly carried out through stock market valuation, which 

more accurately reflect the value of a corporation. In West 

Africa, especially in countries where there are no stock markets, 
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it is common to see businesses failing not because they do not 

have growth potential, but simply they are inefficiently 

managed. If these businesses are listed on stock market, they 

would not just fail like that, causing havoc and loss of resources 

to the society. They would instead be taken over by big and 

efficiently managed corporations.   

VIII. Integration into the Global Market: Studies have shown that 

large stock markets are more easily integrated into the global 

market than smaller ones. The integration into the global 

market has a lot of benefit for the stock market, as many 

investors like to invest in the stock market, because of 

confidence in it. If countries in West African Monetary Zone 

come together and form a large single stock market, this will be 

more integrated into the global market and global institutional 

investors will have confidence in the stock market and this 

would boost investment and trading activity in this market. 

 

5.6 Challenges of Creating Unified Stock Market in WAMZ 

The above potential benefits to be gained from a single stock market for the 

whole of West African Monetary Zone are really very attractive and 

impressive. But before these benefits are realized, a lot of challenges will 

have to be overcome during the process of creating this unified stock market 

and in the course of the operations of this stock market. Some of those 

challenges could be read below. 

I. Information Disclosure: Information or material information 

is very crucial for the efficient operation of any stock market. 

Appropriate laws have to be made to make issuers of securities 
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criminally liable for committing fraud by withholding facts that 

are material to the pricing of their securities. Also adequate 

laws have to be made to criminalize insider trading. In the 

absence of sever penalties for insider trading or failure to 

disclose material information, investors will be wary of the 

issuing firms and will therefore pay less for their securities 

issued.   

II. Fight against Corruption: Corruption is a contagious practice, 

which is very detrimental to the health of any economy, 

including the stock market operation. African countries are well 

known for corruption, but if West African Monetary Zone is to 

succeed with its monetary program, member countries have to 

be really committed not only in words, but in practice to fight 

corruption seriously. This will undoubtedly be very vital for the 

overall business and investment climate. 

III. Susceptible to Volatility: If member countries decide to create 

single unified stock market, it will surely be more integrated 

into the global market than the individual stock markets as at 

now. The more this stock market is integrated into the global 

market, the more it is susceptible to volatility, due to the 

activities of global institutional investors, whose investment 

decisions are normally driven by the desire for short term 

returns. As these investors trade on information which are 

indicative of short term performance of corporations, that could 

increase the volatility of the stock market. 

IV. Political Stability: Africa is the most turbulent continent 

politically. Since most of the countries independence in early 
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1960s the continent has witnessed many civil wars and military 

coups, which could be the principal reason for the continent’s 

underdevelopment up to now, as investors are very scary of any 

type of political instability. The continent has to be stable for 

development; otherwise small disturbances in one country 

could send stock markets jittery all over Africa.  

V. Rule of Law: Stock markets need to be highly regulated, so 

that investors could have confidence and invest in the market. 

But in order to regulate, there needs to be laws to guide the 

conducts of all the players in the market. Fraudulent act by 

anybody needs to be severely punished, so that investors and 

companies do not have the incentive to do so. This will create a 

level playing field in the market.  

VI. Sound Banking System: Financial institutions play a vital role 

in the development of a stock market. Studies showed that stock 

market indicators are highly correlated with the development 

and efficient functioning of banks, nonblank financial 

corporations, private insurance companies and pension funds. 

Although the financial system in all the countries in West 

African Monetary Zone is liberalized, the countries need to do 

more still to make these banks and nonblank financial 

institutions profitable and liquid, so as to prepare them well for 

any eventuality in Africa or the global marketplace. 

 

 

 

 


