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Abstract 

The purpose of this paper is to investigate the impact of IFRS adoption on stock price synchronicity 
in Nigeria. This research has been performed using a sample of 20 companies listed on the Nigeria 
Stock Exchange (NSE) from 2010 to 2015. The relationship between the explained variable and 
explanatory variables was observed. Univariate and multivariate techniques were used for the 
purpose of the study. Panel data estimates were also employed in the study. The results of the 
empirical tests were statistically significant at 0.05 level. The findings of the study revealed that 
IFRS adoption improves information environment through the capitalisation of firm-specific 
information into stock prices, thereby reducing stock price synchronicity in Nigeria. 

Keywords: International Financial Reporting Standard (IFRS), Stock Price Synchronicity, Nigeria 
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Introduction 

International Financial Reporting Standard (IFRS) is a set of high quality, understandable, enforceable and globally 
accepted standards based on clearly articulated principles (Muller, 2014). It is a set of accounting standard developed by 
an independent, not-for-profit organization called International Accounting Standard Board (IASB). The International 
Accounting Standard Board (IASB) was established in 2001 to develop IFRS (Ramanna and Sletten, 2009).  A year later, 
European Union (EU) made IFRS adoption mandatory for all listed corporations in their jurisdictions. The first IFRS was 
issued in 2003 by which time at least 19 countries required compliance with the international standards (Ramanna and 
Sletten, 2009). International Financial Reporting Standards are formulated to promote unionization of accounting 
standards around the world for better quality and fair value at international level (Abdul Rashid, 2012).  

International differences in financial reporting create problems because many users of financial statements assess 
companies based on comparative international basis. Reconciliations from one set of Generally Accepted Accounting 
Principles (GAAP) to another were common until 2007 and they revealed significant differences between countries 
(ACCA, 2011). Therefore IFRS was developed to address these problems. Several empirical studies have examined the 
consequences of adopting IFRS and found that reports under IFRS are higher in quality than reports prepared under 
national GAAP in different countries. These empirical tests proved that liquidity and trading volume increase after the 
mandatory adoption of IFRS (Leuz and Verrecchia, 2000). Research evidence has shown that a synchronous market has a 
higher market-wide risk of individual asset pricing.  
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The quality of financial reporting is indispensable to the needs of the stakeholders who require them for investment and 
other decision-making purposes (Fashina and Adegbite, 2014). IFRS adoption increases corporate disclosures thereby 
helping investors to collect and trade on firm-specific information. As a result of this, stock price becomes more 
informative. Consequently, the adoption of FIRS leads to a decrease in stock price synchronicity (Patro and Gupta, 2016). 
Morck et al (2000) asserted that stock returns are more synchronous in emerging Countries than in developed Countries. 
No prior study has been conducted on this contemporary area of research in Nigeria. This paper investigates the impact of 
IFRS adoption on stock price synchronicity in Nigeria.  

Literature Review 

Beuselinck et al (2010) investigated the impact of mandatory adoption of IFRS on stock price informativeness across 14 
EU countries. The evidence of the findings revealed that stock price synchronicity decreases as a result of mandatory 
adoption of IFRS. Kim and Shi (2012) measured the consequences of voluntary adoption of IFRS in 34 countries and 
found that IFRS adoption reduces stock price synchronicity. Patro and Gupta (2016) investigated the impact of IFRS 
adoption on stock price synchronicity in Asian markets using univariate and bivariate techniques. The results of the study 
found that IFRS adoption reduces stock price synchronicity in the Asian markets. 

Loureiro and Taboada (2012) examined the impact of IFRS adoption and stock price informativeness using multiple 
regression analysis. The research evidence revealed that the mandatory adoption of IFRS increases stock price 
informativeness in countries with stronger public adopters. Taouab et al (2014) conducted an empirical investigation on 
the adoption of IFRS in Morocco using a logistic regression model. The evidence of the findings revealed that the 
adoption of IFRS has a significant positive effect on firms’ size. 

Adetula et al (2014) investigated the adoption of IFRS by Small and Medium Scale Enterprises (SMES) in Nigeria using 
descriptive statistics. The results showed that the adoption of IFRS is relevant to Small and Medium Enterprises in 
Nigeria. The study also revealed that the adoption of IFRS is currently confronted with diverse challenges that may 
prevent the effective adoption and implementation of IFRS by SMES in Nigeria. Gassen and Selhorn (2006) tested the 
adoption of International Financial Reporting Standard by publicly traded German firms. The empirical evidence showed 
that size, international exposure, dispersion of ownership are important determinants of IFRS of publicly traded German 
firms. Hassan (2015) examined the adoption of IFRS and earnings quality in Listed Deposit money Banks in Nigeria 
using multiple regression analysis. The results showed that firms’ attributes have significant positive effects on earnings 
quality of Listed Deposit Money Banks following the adoption of IFRS.   Barthe et al (2008) compared domestic GAAP 
and IAS/IFRS across 21 Countries. The study revealed that firms applying IAS/IFRS exhibit less earnings management, 
more timely loss regulation and more value-relevant accounting measures. 

Methodology 

The broad objective of this study is to investigate the impact of International Financial Reporting Standard (IFRS) 
adoption on stock price synchronicity in Nigeria. Data were obtained from the annual reports of 20 quoted companies in 
Nigeria for a period of 6 years (2010-2015) and daily official listing of the Nigeria Stock Exchange (NSE). To examine 
the relationship between stock price synchronicity and IFRS adoption, the following models were formulated in line with 
Piotroski and Roulstone (2004) study, and Patro and Gupta (2016) study: 

SYNt = β0AIFRS + β1I + B1Log (MC)I,t + β2LEV + β3PFO + β4DUM + β5RBHIi,t + µi,t 

Where 

SYNt = Synchronicity of firm-level stock returns with industry-level returns 

    I    = Type of industry in which the firm belongs 

IFRSA = IFRS Adoption 

MC   = Market Capitalisation at the beginning of the year 
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 LEV   = Leverage 

 PFO   = Percentage of Foreign Ownership 

 DUM = Dummy Variable for a firm’s exposure to capital market 

RBHI = Revenue-based Herfindahl index of industry level concentration 

The explained (dependent) variable, stock price synchronicity (SYN) was calculated as:  

SYN = Log (r2
i,w/1-R2

i,w) 

The higher this value, the higher the stock price synchronicity and the lower the firm-specific informativeness of stock 
prices. The value of Ri,w, which represents the input in the synchronicity calculation is calculated as: 

Riw = α0 + α1MRiw + α2MRiw + α3IRiw-1 + α4IRi,w+ µiw 

Where  

Ri,w = Firm-level Weekly Return 

MRi,w= Current market-wide Return 

MRiw-1 = Prior week’s market-wide return 

IRi,w      = Current Week’s Equally Weighted Industry-Level Return 

IRi,w-1  = Prior Week’s Equally Weighted Industry-Level Return 

Industry returns are calculated using the formula: 

IRiw,t= ∑K (rkw,t – rjw,t) 

                      Ji  - 1 

Where  

rkw,t = Return of firm K in industry I in week W 

Ji = Number of firms in Industry i in the same week 

The independent and control variables such as market capitalisation (MC), type of industry (I), Leverage (LEV), 
percentage of foreign ownership (PFO), firms’ exposure to capital market (DUM) and Herfindahl index were used in the 
model. These variables are expected to influence stock price synchronicity. 

Results 

Table 1 Descriptive Statistics  

 BEFORE IFRS ADOPTION 
 VARIABLES MEAN MEDIAN STANDARD  
      DEVIATION 
SYN 0.443 0.314 0.4039 
MC 3.087 4.134 0.9275 
LEV 17.96 12.54 13.6814 
PFO 22.18 26.28 38.3708 
RBHI 3695 3479 2018.17 
DUM 0.289 - 0.3655 
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Table 2 Descriptive Statistics  

  AFTER  IFRS ADOPTION 
VARIABLES MEAN MEDIAN STANDARD  
      DEVIATION 
SYN 0.106 0.1642 0.4633 
MC 4.196 4.2736 0.8617 
LEV 15.46 8.3817 12.6258 
PFO 20.05 24.0725 38.5244 
RBHI 3488 3257.42 2086.13 
DUM 0.289 - 0.3655 

Source: Authors’ Computation, 2017 

The tables 4.0.1 and 4.02 above present the descriptive statistics of IFRS adoption and stock price synchronicity in 
Nigeria.  The mean and median of the stock price synchronicity are 0.1059 and 0.1642 respectively. Piotroski and 
Roulstone (2004) who investigated synchronicity for American firms in the same way reported a mean and median 
synchronicity 0f -1.742 and -1.754 respectively. The evidence of this finding revealed that firms listed on the American 
market incorporate more firm-specific information into stock prices than firms in Nigeria. The dependent variable 
exhibited a decreasing synchronicity pattern after the adoption of IFRS with a mean value of 0.1059 compared with 
0.4432 when firms in Nigeria were reporting under Statement of Accounting Standards (SAS). 

Table 3 PEARSON CORRELATION MATRIX 

      SYN IFRSA LOG (MC) LEV PFO RBHI DUM 
SYN 1             
IFRSA --0.3108** 1           
  -0.002             
LOG 
(MC) 0.016 0.1597** 1         

  -0.242 -0.002            
LEV -0.065 -0.043 0.1228** 1       
  -0.693 -0.271 -1E-04         
PFO 0.027 -0.011 -0.015 -0.013 1     
  -0.162 -0.693 -0.426 -0.681       
RBHI -0.141 -0.003 0.074 0.2236** -0.014 1   
  -0.022 -0.655 -0.112 -0.149 -0.252     
DUM -0.038   0.4106** -0.054 -0.128 0.101 1 
  -0.266   -4E-04 -0.202 -0.003 -0.054   

** = Coefficients with a p-value of 0.05 0r lower. P values are in parenthesis 

The correlation between the control variables, dummy and market capitalisation is 0.4106 which implies that large firms 
in Nigeria are more exposed to capital market. Moreover, there is a significant negative relationship between stock price 
synchronicity and leverage, dummy and revenue-based herfindahl index suggesting that firms that are quoted in the 
capital market follow a synchronized behaviour in terms of stock price. On the contrary, there is a significant positive 
relationship between stock market synchronicity and percentage of foreign ownership which indicates more stock price 
synchronicity for firms exposed to foreign ownership. There is also a significant positive relationship between FIRS 
adoption and market capitalisation (P-value = 0.0022) which is consistent with the empirical evidence of Piotroski and 
Roulstone (2004). The positive correlation on market capitalisation revealed that large firms are more synchronous with 
the market compared with small firms.  

The correlation between the dependent variable (stock price synchronicity) and FIRS adoption was negative and 
statistically significant at 0.05 level with a P-value of 0.002 which implies that IFRS adoption reduces stock price 
synchronicity in Nigeria.  
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TABLE 4. PANEL DATA EVIDENCE 

VARIABLES Pooled OLS Fixed Random 
      Effect 
CONSTANT -0.0439  -0.0718 -0.1035  
  -0.0008 -0.618 -0.6548 
IFRSA         - -0.4329** -0.4015** 
  0 0 0 
MC        - 0.064 0.1096 
  -0.0188 -0.43 -0.0836 
LEV       - 0.002 -0.0018 
  -0.2 -0.2812 -0.2379 
PFO       - 0.0105** 0.0014 
  -0.3019 -0.0128 -0.1642 
RBHI 0.0006 0.0004 0.0007 
  -0.2296 -0.1892 -0.1763 
DUM -0.004   -0.0291 
F-Test 9.36 12.17 75.95 
  0 0 0 
R-Square 0.4048 0.3609 0.5494 
Sigma_u     0.16424 
Hausman Test     6.88 

Langragian Multiplier Test     
5.2 
-0.0026 

N     20 
** = Coefficients with a p-value of 0.05 0r lower. P values are in parenthesis 

Panel data are more appropriate than pooled ordinary least square regression (OLS) considering the cross-sectional time 
series effects of the observation.Panel data were employed because the pooled OLS treats observations as serially 
uncorrelated giving rise to homoscedastic errors across firms. The pooled OLS model fits the data well at 0.05 level of 
significance (F= 9.36) and R2 = 0.4048.We also conducted Hausman specification test with the results indicating 6.68 in 
order to confirm the selection of the random effect over the fixed effect. The result was statistically insignificant (P˃0.05), 
which confirmed the selection of random effects. Moreso, we performed Breusch Pagan Langragian multiplier test to 
examine the existence of any random effect. With P-value of 0.0026 which was statistically significant at 0.05 level, the 
existence of random effect is confirmed.With P-value less than 0.05, it is evident that IFRS adoption by Nigeria firms 
reduces stock price synchronicity, holding all other variables constant. 

Conclusion 

This study examines the impact of International Financial Reporting Standard on stock price synchronicity in Nigeria. 
Stock price synchronicity is a measure of the relative amount of firm-specific information reflected in stock prices (Morck 
et al, 2000). Stock price synchronicity has been significant in Nigeria due to its strong relationship with economic 
development and capital market stability following the adoption of IFRS. This research has been performed using a 
sample of 20 companies listed on the Nigeria Stock Exchange (NSE) from 2010 to 2015. 

There is a significant negative relationship between IFRS adoption and stock price synchronicity. This implies that IFRS 
adoption reduces stock price synchronicity in Nigeria.  
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