
 
Search 
 
 
Previous Issues 
Share 
HomeAfro-Asian Journal of Finance and AccountingVol. 11, No. 5 
NO ACCESS 

Fiscal budget deficit and the emerging 
capital markets in West African 
countries 
Samson Edo 
 and  
Henry Okodua 

Published Online:November 29, 2021pp 647-671https://doi.org/10.1504/AAJFA.2021.119479 

  

  

ABOUT  

Abstract 

This study investigates development of capital markets in West African countries, with the main 
aim of determining the role of fiscal budget deficit. Investigation is done by building a panel 
model, showing the relationship between capital market and fiscal budget deficit. Estimation 
results reveal that the deficit significantly influenced the markets by exerting positive impact on 
market capitalisation and stocks traded, with the impact on stocks traded superseding that of 
market capitalisation. The impact of deficit is complemented by return on investment, exchange 
rate, financial openness, and money supply. The major implication of these findings is the high 
vulnerability of these markets to switch in fiscal policy from deficit budgeting to surplus 
budgeting, which may lead to decline in market activities. In view of this, attention needs to be 
focused on enhancing the role of financial openness and return on investment, which are also 
strong drivers of capital market development. 
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