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Abstract: The study set out to determine the effect of financial performance measures on firm 

value on consumer goods manufacturing firms in Nigeria. A sample of eight firms was selected 

from consumer goods manufacturing firms listed on Nigeria Stock Exchange. Secondary data 

were collected from the sampled firms for a period of eleven years (2008-2018). Panel 

regression analysis was used to analyse the data collected. Net profit margin, return on assets, 

earnings per share and return on investment were the independent variables and proxies for 

financial performance while market price per share was the dependent variable and a proxy 

for firm value. Results from the study suggest that net profit margin positively and significantly 

affect market price per share, return on assets also positively and significantly affects market 

price per share, earnings per share positively, but insignificantly affects market price per share 

while return on investment negatively and insignificantly affects market price per share. The 

implication of these findings are that as net profit margin and return on assets increase, market 

price per share also increases and vice versa. Also when earnings per share increases, market 

price per share also increases, but less proportionately. When return on investment increases, 

market price per share decreases and vice versa. Based on these findings, the study 

recommended that consumer goods manufacturing firm managers should maximize their firms’ 

net profit margin so as to increase market price per share. This can be done by increasing firm 

sales through product promotion and reducing cost of operation of their firms. That consumer 

goods manufacturing firm managers in Nigeria should boast their return on assets to increase 

their market price per share. This can be done by increasing firm profitability and reducing 

unnecessary investment in assets investing in only those assets that bring future positive cash 

flows for the firms. That consumer goods manufacturing firm managers in Nigeria increase 

their firms’ earnings per share to increase net assets value per share. This can be done by 

increasing firm profitability and reducing the proportion of equity financing in their firms’ 

capital structure. That consumer goods manufacturing firm managers in Nigeria should 

properly plan their firm finances to increase market price per share. This can be achieved by 

increasing firm sales, reduction of overhead cost, proper finances of business operation and 

handling of firms’ assets. 

Key Words: net profit margin, market price per share, return on assets, earnings per, 

return on investment  

1.0 Introduction:  

In the current environment of ever-increasing demands to deliver exceptional results with 

limited resources, firm managers and other stakeholders are placing greater emphasis on 

performance measures. Performance measurement is described as the process of analysing 

information to determine the progress towards a desired outcome for a given organization 

(Lanace, 2018). Waggoner, Neely and Kennerley (1999) assert that measurement of 

performance can offer significant invaluable information to allow management monitor 

performance, report progress, improve motivation and communication and pinpoint problems. 

Accordingly, it is in the firm best interest to evaluate its performance from time to time. 
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Gadenne and Sharma (2002) posit that process improvement is not possible without measuring 

the outcomes, hence, organizational performance improvement requires measurements to 

identify the level to which the use of organizational resources impact business performance. 

Thus, the performance of the firm is the most important factor that attracts people to the 

organization. Therefore, people who are responsible for running the firm must improve its 

performance through new plan and procedures to update its operations and transactions during 

the life cycle of the firm. The firm performance can be viewed from the financial statement 

reported by the management, consequently, a good performing company will reinforce 

management for quality disclosure (Herly & Sisnuhadi, 2011).   

Lewellen (2004) states that financial ratios are widely acknowledged to be effective in assisting 

potential investors in measuring the financial health of a firm, particularly the extent to which 

firm managers effectively utilize firm assets as well as their managerial ability to maximize 

firm profit and meet business obligations. Financial ratios can also be applied to stock markets 

as a tool for predicting returns.  Hossan (2010) suggests that performance evaluation of a firm 

is usually related to how well the firm managers can use it assets, shareholder equity, liability, 

revenue and expenses to achieve organizational objectives. The study opines that financial ratio 

analysis is one of the best tools of performance evaluation of firms. Ratio analysis is used for 

measurement of firm liquidity position, asset management condition, profitability, debt 

coverage and market value or firm value. Lai and Cho (2016) affirm that financial ratios are 

widely acknowledged as being accurate in determining the investment potential of a firm in 

addition to this, they allow for insight into the liquidity, liabilities as well as the extent to which 

a firm uses its assets to generate returns. Kabajeh, Nu’aimat and Dahmash (2012) describe 

financial ratio as a relationship between two individual quantitative financial information 

connected with each other in some logical manner, and this connection is considered a 

meaningful financial indicator which can be used by different financial information users such 

as firm managers, investors, shareholders, creditors and suppliers among others.  

Sudiyatno, Puspitasari and Kartik (2012) also concur that price of firm stock reflects the firm 

value, not only the intrinsic value of a moment, but more importantly is the expectation of the 

firm's ability to increase the value of future prosperity.  The study also asserts that high firm 

performance will increase firm's stock price, as investors will be compelled by the good 

performance to invest more funds in the firm. As a representation of the firm value, the rising 

stock price shows that the firm value is also increasing. Therefore, firm stock market price is 

an important determinant of firm value. Another important and widely used method for 

measuring firm value is the book value method. Christiawan and Tarin (2004) describe the 

book value as the difference between the value of the assets and liabilities of a firm which is 

often called ‘net assets’ or shareholders’ fund. Other firm valuations methods include: the use 

of Tobin Q ratio, intrinsic value and net present value method. However, this study will adopt 

the book value method because other methods are based on market estimates which are not 

readily available.  

1.2 Statement of the Problem 

Financial performance is the process of measuring the results of a firm's policies and operations 

in monetary terms. One of the most important areas of your finances you should review is your 

profitability. This is your capacity to make a profit, i.e. generate revenue that exceeds your 

overall expenditure (all costs, taxes and expenses). Most growing businesses ultimately target 

increased profits, so it's important to know how to analyse your profitability ratios. 
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Profitability ratios typically fall under two broad categories: margins and returns. Most 

common profitability ratios are: gross profit margin, net profit margin, operating expenses 

margin, return on assets, return on equity, return on investment, return on capital employed 

among others.  

The importance of financial ratios in measuring financial performance is obvious. It helps 

investors to identify potentially profitable investments, it helps lender institutions and 

underwriters in understanding a company's financial position and thus in taking lending and 

underwriting decisions. Generally, ratio analysis allows for a basic analysis and summary of a 

company's financial strengths and a basic understanding of a firm's financial profile. It is a 

strong indicator of the financial performance of a company over time. It helps analysts in 

identify particular components of a company's financial performance that may be improving 

or declining. Ratio analysis uses relative percentages rather than dollar amounts, thus, allowing 

for ease of comparison across periods. It may help distinguish between firms that may fail and 

firms that are profitable, therefore, through the careful use of financial ratio analysis, an analyst 

may be able to detect financial troubles up to five years before a firm fail. 

Despite the importance of ratio analysis in predicting firm performance and firm value, it has 

been observed that financial institutions especially banks apply ratios analysis more than other 

institutions in their day to day operation. This is because of the high regular of these economic 

sector by their regulatory authorities (Velankar, Chandani & Ahuja, 2017). On the other hand, 

some manufacturing firms in the country have failed to apply ratio analysis in predicting their 

firm performance and thus in taking business decisions. This development has in recent time 

plunged many manufacturing firms into financial crises that led to their extension and eventual 

exit from the market. This study was instigated by this development to assess the effect of 

financial performance measures on firm value using consumer goods manufacturing firms in 

Nigeria as evidence. 

1.3 Objectives of the Study 

The main objective of this study is to evaluate the effect of financial performance measures on 

firm value of consumer goods manufacturing firms in Nigeria. The specific objectives of the 

study are to: 

1 Assess the effect of net profit margin on market price per share of consumer goods 

manufacturing firms in Nigeria. 

2 Evaluate the effect of return on assets on market price per share of consumer goods 

manufacturing firms in Nigeria. 

3 Ascertain the effect of earnings per share on market price per share of consumer goods 

manufacturing firms in Nigeria. 

4 Examine the effect of return on investment on market price per share of consumer goods 

manufacturing firms in Nigeria. 

1.4 Scope of the Study 

The study set out to examine the effect of financial performance measures on firm value of 

consumer goods manufacturing firms in Nigeria from 2008 to 2018. Net profit margin, return 

on assets, earnings per share and return on capital employed were used as measures of financial 

performance while market price per share was used as a measure of firm value. Data on these 
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variables were collected from eight (8) consumer goods manufacturing firms listed on the 

Nigeria Stock Exchange selected for the study. Simple random sampling method was used in 

selecting the eight firms.     

2.0 Review of Related Literature 

2.1 Conceptual Review 

2.1.1 Financial Performance  

The management of the affairs of large firms or public limited liability companies is usually 

entrusted in the hands of a management team who manages the firm on behalf of the owners. 

It is the responsibility of the management team to implement the objectives of the firm 

especially as it relates to corporate profitability and creation of value and wealth for the 

shareholders of the firms. Another concern of the investors who have invested their resources 

into the firm is ensuring that their investments are protected. This assurance can only be 

achieved through corporate profitability and efficient performance. Profitability ratios have 

proved to be some of the most dependable tools to ensuring overall efficiency and financial 

performance of firms (Enekwe, 2015). 

Hoopes and Walker (2003) also opine that firm performance is of central importance to firm 

management because explaining variations in performance is an enduring task in the study of 

organization.  Al-Matari, Al-Swidi and Fadzil (2014) equally assert that firm success is 

basically explained by its performance over a certain period of time. Finding suitable 

measurements for the performance of a firm enables comparison to be made over different time 

periods. 

2.1.2 Net Profit Margin Ratio 

Net profit margin is one of the most closely monitored numbers in finance. Shareholders look 

at net profit margin closely because it shows how good a firm is at converting revenue into 

profits available for shareholders. One of the most important concepts to understand is that net 

profit is not a measure of how much cash a company earned during a given period. This is 

because the income statement includes a lot of non-cash expenses such 

as depreciation and amortization. To learn about how much cash a company generates, you 

need to examine the cash flow statement. Changes in net profit margin are endlessly 

scrutinized. In general, when a company's net profit margin is declining over time, a myriad of 

problems could be to blame, ranging from decreasing sales to poor customer experience to 

inadequate expense management. Net profit margin is often used to compare companies within 

the same industry, in a process known as "margin analysis. Net profit margin is a percentage 

of sales, not an absolute number, so it can be extremely useful to compare net profit margins 

among a group of companies to see which are most effective at converting sales into profits 

(Andrews,2007). 

2.1.3 Return on Assets Ratio 

Return on assets indicates the amount of assets a company has at its disposal, the amount of 

income derived from the assets, or the extent of returns achieved from total investment of the 

firm. Because of the difference in the amount of capital invested by different firms, return on 

http://www.investinganswers.com/node/5108
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assets enables comparison to be mad between the earnings of firms of different sizes, small, 

medium and large firms. Return on assets ratio reflects the proportion of capital invested by 

each firms in an attempt to compare the performance of the firms. An increase in investment 

that is not properly managed and coordinated can never maximize benefits to the investors. 

Therefore, it provides investors with the necessary measurement required to ascertain how well 

management has managed and coordinated the capital they invested in the firm (Dalvi and 

Baghi, 2014). 

Siminica, Circiumaru and Simion (2012) equally suggest that the return of a firm is 

influenced by many factors. Knowing these factors is important primarily for the company 

management, to adopt appropriate measures of growth, and to perform short or long term 

forecasts. Also, knowing the relationship of dependence between the return and the factors of 

influence is important for investors, creditors and for other categories of stakeholders who have 

different interests in the firm.  

2.1.4 Earnings Per Share Ratio  

Earnings per share represents a firm’s profit that is allocated to the holders of its common stock. 

EPS provides information investors about the value of a share. Main difference of EPS from 

ROE and ROA is that EPS shows nothing about a firm’s earnings beyond whether it has been 

profitable or loss-making during the period. As a result, cross-company EPS comparisons are 

meaningless (Kelley and Hora, 2008). Earnings per share measure the firm’s shares market 

value. It points out whether the earning power of the company has increased or not. It 

symbolizes the part of a firm's earnings, net of taxes and preferred share dividend that is 

apportioned to each share of ordinary shares. The figure can be computed simply by dividing 

net income earned in a given reporting period (usually quarterly or annually) by the total 

number of shares outstanding during the same period. It can also be calculated by dividing 

earnings after interest, the depreciation and tax by total number of shares outstanding (Islam, 

Khan, Choudhury, Adnan, 2014) 

2.1.5 Return on Investment Ratio 

Return on investment (ROI) is described as profitability performance measure is used by 

bankers, investors, and business analysts to assess a company management’s efficiency in 

using available resources and financial strength or to compare the efficiency of a number of 

different investments. It is one of those important ways of making judgments as to where to 

direct new investment funds as they become available. The concept return on investment can 

be applied to a number of situations such as divisions, product lines, or product centres (Nwude, 

2012). 

Return on investment (ROI) measures the gain or loss generated on an investment relative to 

the amount of money invested. ROI is usually expressed as a percentage and is typically used 

for personal financial decisions, to compare a firm's profitability or to compare the efficiency 

of different investments. The ROI calculation is flexible and can be manipulated for different 

uses. A firm may use the calculation to compare the ROI on different potential investments, 

while an investor could use it to calculate a return on a stock. ROI is one of the most used 

profitability ratios because of its flexibility. That being said, one of the downsides of 

the ROI calculation is that it can be manipulated, so results may vary between users. When 

using ROI to compare investments, it's important to use the same inputs to get an accurate 

http://www.investinganswers.com/node/5503
http://www.investinganswers.com/node/5150
http://www.investinganswers.com/node/6160


 

36 | P a g e                      J A B S S  V o l u m e  5  N u m b e r  2   
 

JOURNAL OF ACCOUNTING, BUSINESS AND SOCIAL SCIENCES, VOLUME 5  
NUMBER 2, DECEMBER 2021; ISSN 2672-4235 (JABSS) 

comparison. Also, it's important to note that the basic ROI calculation does not take time into 

consideration. Obviously, it's more desirable to get a +15% return over one year than it is over 

two years (Peavler, 2018). 

2.2 Theoretical Framework 

This study anchored on financial ratios predictive theory, this theory was first developed by 

James. O Horrigan in 1965. However, other authors like John H. Cochrane (1997) and Wilbur 

G. Lewellan (2004) later improved the theory. According to Horrigan (1965) for as long as 

people have been able to buy and sell financial securities, there have been those who have 

attempted to analyse the market in order to gain a competitive advantage over other investors.  

Thus during 1920, financial ratios develop as a comparative tool for banks to assess their short 

term lending. However, financial analysts soon learned that they could predict a company’s 

success with the same ratios. Unfortunately, due to exogenous factors, financial ratios never 

developed into a general theory for predicting company success. In fact, their value has been 

somewhat lost in the literature. Financial ratios have been somewhat taken for granted as an 

aspect of analysis that everyone knows how to use effectively (Horrigan, 1965).  

The Financial Ratios Predictive Theory, Horrigan (1965) theorized that financial ratios and the 

factor behind them play a very significant role in the stock market over a long time and as such 

they could be used to predict a company’s success or firm value. On the other hand, the main 

objective of this study is to evaluate the effect of financial performance measures (financial 

ratios) on firm value using Nigeria consumer goods manufacturing firms as evidence. From 

this, it could be observed that there is a strong connection between the main objectives of the 

study and this theory. Because of this connection, this study is hereby anchored on the Financial 

Ratios Predictive Theory. 

2.2.3 Empirical Review 

Bagherzadeh, Safania and Roohi (2013) examined the relationship between current ratio and 

stock prices of firms listed in Dehi Stock Exchange for four years (2009-2012). A sample of 

317 firms listed in Dehi Stock Exchange was selected for the study. Financial and investment 

companies were not considered in the sample. Cross-sectional correlation technique was 

employed to analyze the data collected for the study. Share Prices of the selected firms was 

used as the dependent variable whereas the current ratio was used as the independent variable. 

Coefficients analysis disclosed a correlation coefficient between current ratio and share price 

which as: R=.036, R2=.001 indicating that current ratio could specify .001% of the share price. 

The study, therefore, concluded that there is significant relationship between current ratio and 

share price. 

Macharia and Gatuhi (2013) appraised the effects of financial performance measures on the 

market price of shares in commercial banks listed in Kenya from 2004 to 2011.  All the 43 

commercial banks listed in Nairobi Stock Exchange was sampled for the study and data 

secondary collected from the banks for a period covering 2004 to 2011. Average market price 

of shares was used as the dependent variable while total assets, net advances, total liabilities, 

deposits and profit before tax were used as measures of financial performance.  Multiple 

regression model was employed for the analysis with the aid of Statistical Package for Social 

Sciences (SPSS) software. Finding shows that a single financial measure is not enough to 

http://www.investinganswers.com/node/5717


 

37 | P a g e                      J A B S S  V o l u m e  5  N u m b e r  2   
 

JOURNAL OF ACCOUNTING, BUSINESS AND SOCIAL SCIENCES, VOLUME 5  
NUMBER 2, DECEMBER 2021; ISSN 2672-4235 (JABSS) 

influence the market price of shares. Result also shows that financial performance measures 

have a significant combined influence and effect on market price of shares.  

Irfan and Nishat (2002) analysed the impact of six variables, dividends, payment ratio, 

company size, asset growth, leverage and return on assets on the stock price at the Karachi 

Stock Exchange in Pakistan in the period from 1981 to 2000. Panel data regression analysis 

used annual data in the financial statements of companies as a survey sample. They found that 

the payment ratio, company size and dividend yield are important factors in the stock price.  

Abu Shanab, (2008) examined the impact of returns and risks on the share prices of listed firms 

in Jordan from 2000 to 2007. A sample of 38 industrial public firms was selected from firms 

listed in Amman Stock Exchange. Regression analysis was applied on the data collected from 

the sampled firms. Finding shows that there is no effect for the returns, risks and dividends on 

the market value per share. Finding also indicates a significant relationship between cash flow 

and share prices.  

2.3.3 Earnings Per Share and Firm Value  

Sumangala (2012) examined the impact of earnings per share on net assets value per share in 

Indian for a period of five years. A sample of 50 firms was selected for the study and data 

covering 2007-2011 obtained for the study. The 50 firms are the list of India’s most valuable 

firms as per the Business Today Survey of 2010.The data collected were earnings per share 

and market value of equity. Banking and other financial companies were excluded from the 

data. Descriptive statistics and regression method were used to analyse the data. Finding reveals 

that earnings per share impacts the market value of an equity share in the Indian context. 

Srinivasan (2012) wished to ascertain the factor affecting equity share price in India. 

Regression analysis was applied on data collected from some sampled firms listed in New Dehi 

Stock Exchange. Result of the analysis indicates that dividend per share (DPS) has a significant 

negative impact on share price in India whereas book value per share (BVPS) has positive 

impact on share price. Result also reveals that earnings per share (EPS), price earnings ratio 

(PER) and firm size (FS) are the strongest indicator of share prices movement in India. 

2.3.3 Return on Investment and Firm Value 

Khan., Aamir, Qayyum, Nasir and Khan (2011) appraised the relationship between some 

financial performance measures and stock returns in Pakistan from 2001 to 2010 using 55 firms 

listed on the Karachi Stock Exchange. Return on equity, dividend per share, earnings per share 

and net profit margin were the independent variables and measures of financial performance 

while stock price is the dependent variable. Findings suggest that the dividend per share, 

earnings per stock, return on equity and net profit positively correlate with stock prices, while 

retention ratio negatively and significantly affects stock prices. These finding explains stock 

prices variations on the stock exchange.  

Challa, and Chalam (2015) has investigated the impact of financial performance measures and 

stock price of listed firms in BSE from 2000 to 2014. Book value (BV), dividend per share 

(DPS), earnings per share (EPS), size of the firm (SF), dividend pay-out ratio (DPR), dividend 

yield (DY), return on net worth (RNW), price earnings ratio (PER) were used as the 

independent variables and measures of financial performance while equity price (EP) was the 
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independent variable. Multiple regression analysis used to analyse the secondary data collected 

from the sampled firms. Findings indicate that book value and return on net worth have 

significant positive relationship with market share price. 

3.0 Methodology 

The study adopted ex-post facto researcher design. This implies that the study was based on 

data that is already in existence. Therefore, the study used historical financial data that were 

collected from the annual reports and accounts of the selected consumer goods manufacturing 

firms listed on Nigeria Stock Exchange for a period of eleven years (2008-2018).  This study 

was conducted in Nigeria and precisely on the consumer goods manufacturing firms listed on 

the Nigeria Stock Exchange (NSE) during the period of 2008 to 2018.  

The data source for the study was secondary data which were collected from the published 

annual reports and accounts of the selected consumer goods manufacturing firms listed in the 

Nigeria stock exchange.   Twenty-one (21) consumer goods manufacturing firms were listed 

on the Nigeria Stock Exchange as at November, 2019. The twenty-one firms constituted the 

population of the study.  A sample of eight (8) firms was selected from the twenty-one (21) 

consumer goods manufacturing firms listed on the Nigeria stock exchange as at November, 

2019.  Simple random sampling technique was adopted in selecting the eight firms.   

Panel regression analysis and descriptive statistics were used to analyze the data collected and 

also in testing the four null hypotheses formulated for the study. The purpose of the analysis is 

to test the effect of the independent variables (net profit margin, return on assets, earnings per 

share and return on investment) on the dependent variable (market price per share). Model 

summary was used to measure the extent to which variations in the dependent variables are 

explained by the independent variable using adjusted R square. Durbin Watson Statistics 

(DWS) was also used to test for the presence of autocorrelation in the model of the study while 

Hausman Test was used to determine the appropriate model between fixed effect model and 

random effect model.  

4.0 Discussion of Results   

The descriptive statistics used in analyzing the data collected for the study. As can be observed 

from the table, a total of eighty-eight (88) observations were made representing data of eleven 

(11) years for the ten selected consumer goods manufacturing firms. The statistical 

characteristics of all the eighty-eight observations are presented in the table. The statistical 

characteristics include, measures of central tendency, which are the mean and median as well 

as measure of dispersions which are, standard deviation, Skewness, minimum and maximum 

values of the data set.  

Results from the table indicate that the mean of the variables are: 1.592867, 0.083491, 

0.103304, 6.996239 and 0.315020 with median of 0.472300, 0.090334, 0.0913329, 1.400000 

and 0.221090 for market price per share (MPPS), net profit margin (NPM), return on assets 

(ROA), earnings per share (EPS) and return on investment (RO1) respectively.  Results from 

the table also discloses that standard deviation of the data set are: 0.688749, 0.088940, 

0.103623, 13.73478 and 0.507390 for MPPS, NPM, ROA, EPS and ROA respectively. Also 

the minimum value of the variables are: 0.472800, -0.264783, -0.253817, -2.820000 and -
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0.892780 while the maximum values are: 3.192000, 0.271113, 0.392084, 77.10000 and 

4.07894 respectively for MPPA, NPM, ROA, EPS and ROS.  

In order to verify the normality or otherwise of the data set, JB (Jarque-Bera) test was 

conducted. To reject the null hypothesis that the data are not normally distributed, the JB 

(Jarque-Bera) statistics must be significant at 0.05 level of significance (Gujarati and Porter, 

2009). In this case, the normality test reveals a strong evidence that the panel variables and data 

set are normally distributed as the probability of JB-statistic for each of the variable is < the 

critical value of 0.05. Thus, the null hypothesis (H0) is rejected while the alternative hypothesis 

(H1) that the residuals of the distribution of the model are normally distributed is accepted. 

Thus, it can be stated that the data set of the five eight consumer goods firms are normally 

distributed during the period under reviewed.  

Panel regression analysis was used in the testing the four null hypotheses formulated for the 

study. One of the major benefits from using panel data as compared to cross-section data on is 

that it enables us control for individual heterogeneity. Not controlling for these unobserved 

individual specific effects leads to bias in the resulting estimates. 

In arriving at a decision, the following steps were taken:  

i. The hypotheses were restated in null and alternate forms,  

ii. The decision criterion or criteria were stated,  

iii. The presentation of the Eview result 

iv. The null hypothesis is rejected or accepted based on the decision criterion or criteria. 
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Table 4.3.1 Panel Regression Results     

Dependent Variable: MARKET_PRICE_PER_SHARE  

Method: Panel Least Squares   

Date: 12/16/19   Time: 17:17   

Sample: 2008 2018   

Periods included: 11   

Cross-sections included: 8   

Total panel (balanced) observations: 88  

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 1.527096 0.041459 36.83420 0.0000 

NPM 1.157381 0.818301 1.414370 0.0469 

ROA 0.450233 0.875637 0.514177 0.0088 

EPS 0.120206 0.003105 0.066244 0.9474 

ROI -0.054252 0.049665 -1.092357 0.2786 

     
      Effects Specification   

     
     Cross-section fixed (dummy variables)  

Period fixed (dummy variables)  

     
     R-squared 0.935633     Mean dependent var 1.592867 

Adjusted R-squared 0.915153     S.D. dependent var 0.688749 

S.E. of regression 0.200622     Akaike info criterion -0.162469 

Sum squared resid 2.656451     Schwarz criterion 0.456865 

Log likelihood 29.14863     Hannan-Quinn criter. 0.087045 

F-statistic 45.68466     Durbin-Watson stat 1.666258 

Prob(F-statistic) 0.000000    

     
     

Source: Eview 7.2 Output, 2019 

Table 4.3.1 presents panel regression of the eight firms selected for the study. The table shows 

that the combined coefficient of determination R2 of the firms is 0.935633. Coefficient of 

determination measures the extent by which the total variations in dependent variable is 

explained by the independent variables. This result suggests that 94% of the total changes in 

MPPS of the firms is explained by the combined effect of the independent variables comprising 

NPM, ROA, EPS and ROI while the remaining 6% is explained by other variables not included 

in the model of the study. Based on this, it can be stated that the independent variables of the 

study strongly explained the variations in dependent variable during the period under review. 

Similarly, Durbin Watson Statistics (DWS) was used in the analysis to test for the existence or 

otherwise of autocorrelation in the model of the study. A DWS result that is closer to 2 than 0 

indicates absence of autocorrelation. The result of the test for the eight firms is 1.666258 which 

is closer to 2 than 0. Therefore, there is no autocorrelation in the model of the study.    

 

Test of Hypothesis One 
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Ho: Net profit margin does not significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

H1: Net profit margin significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

Table 4.3.1 presents the result of panel regression analysis used to test the four null hypothesis 

formulated for the study. It could be ascertained from the table that the beta coefficient of net 

profit margin (NPM) is positive at 1.57381 while the prob-value is 0.0469. Therefore, NPM is 

significant at 0.05 level of significance (0.0469 < 0.05). Based on this, we reject the null 

hypothesis that NPM does not significantly affect market price per share (MPPS) of consumer 

goods manufacturing firms in Nigeria.  This is in line with the studies of Bagherzadeh, Safania 

and Roohi (2013) on the relationship between current ratio and stock prices of firms listed in 

Dehi Stock Exchange for four years (2009-2012).  

Test of Hypothesis Two  

Ho: Return on assets does not significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

H1: Return on assets does not significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

Table 4.3.1 presents the result of panel regression analysis used to test the four null hypothesis 

formulated for the study. The table shows that the beta coefficient of return on assets (ROA) is 

positive at 0.450233 while the prob-value is 0.0088. Therefore, ROA is significant at 0.05 level 

of significance (0.0469 < 0.05). In view of this, we reject the null hypothesis that ROA does 

not significantly affect market price per share (MPPS) of consumer goods manufacturing firms 

in Nigeria. This is in agreement with the study of Sumangala (2012) on the impact of earnings 

per share on net assets value per share in Indian for a period of five years. 

 Test of Hypothesis Three 

Ho: Earnings per share do not significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

H1: Earnings per share significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

Table 4.3.1 presents the result of panel regression analysis used to test the four null hypothesis 

formulated for the study. The table shows that the beta coefficient of earnings per share (EPS) 

is positive at 0.120206 while the prob-value is 0.9474. Thus, EPS is not significant at 0.05 level 

of significance (0.9474 > 0.05). In the light of this, we accept the null hypothesis that EPS does 

not significantly affect market price per share (MPPS) of consumer goods manufacturing firms 

in Nigeria. This is in agreement with the result of Srinivasan (2012) on the factor affecting 

equity share price in India.  

Test of Hypothesis Four 
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Ho: Return on investment does not significantly affect market price per share of consumer 

goods manufacturing firms in Nigeria. 

H1: Return on investment significantly affect market price per share of consumer goods 

manufacturing firms in Nigeria. 

Table 4.3.1 presents the result of panel regression analysis used to test the four null hypothesis 

formulated for the study. The table shows that the beta coefficient of return on investment 

(ROI) is negative at -0.054252 while the prob-value is 0.2786. Therefore, ROI is not significant 

at 0.05 level of significance (0.1179 > 0.05). Based on this, we accept the null hypothesis that 

ROI does not significantly affect market price per share (MPPS) of consumer goods 

manufacturing firms in Nigeria. this is in line with the findings of Challa, and Chalam (2015) 

on the impact of financial performance measures and stock price of listed firms in BSE from 

2000 to 2014. Which indicate that book value and return on net worth have significant positive 

relationship with market share price. 

 5.0 Conclusion and Recommendations  

5.1 Conclusion  

The study set out to determine the effect of financial performance measures on firm value on 

consumer goods manufacturing firms in Nigeria during the period of 2008 to 2018. In order to 

conduct the study, secondary data were obtained from the selected consumer goods 

manufacturing firms listed on the Nigeria Stock Exchange during the period.  Panel regression 

analysis was used to analyse the data collected. Based on the results of the analysis the study 

hereby concludes that the independent variables (NPM, ROA, EPS, ROI) sufficiently explain 

the variations in the dependent variable (MPPS). We also conclude that there is no trace of 

autocorrelation in the models of the study. It is also the conclusion of this study that NPM, 

ROA and EPS positively affect MPPS of the consumer goods manufacturing firms in the 

country. However, while the effect of NPM and ROA are significant, the effect of EPS is 

insignificant. We equally conclude that ROI negatively and insignificantly affect MPPS of the 

consumer goods manufacturing firms in Nigeria during the period that was reviewed. Based on 

the data analysis, findings and the deduced discussions from the findings, we hereby summarize 

the findings of the study as follows: 

i. That net profit margin (NPM) of the sampled firms positively and significantly affect 

market price per share (MPPS) of consumer goods manufacturing firms in Nigeria. This 

finding implies that as NPM increases, MPPS of the firms also increase and vice versa.  

ii. That return on assets (ROA) of the selected firms positively and significantly affect net 

market price per share (MPPS) of consumer goods manufacturing firms in Nigeria. This 

finding also means that as ROA increases, MPPS of the firms also increase and vice 

versa.  

iii. That earnings per share (EPS) of the sampled firms positively, but insignificantly affect 

market price per share (MPPS) of consumer goods manufacturing firms in Nigeria. The 

implication of this finding is that as EPS increases, MPPS of the firms also increase, 

but with less than proportionate increase and vice versa.  

iv. That returns on investment (ROI) of the selected firms negatively and insignificantly 

affect market price per share (MPPS) of consumer goods manufacturing firms in 
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Nigeria. The implication of this finding is that as ROI increases, MPPS of the firms 

decrease, but with less than proportionate decrease and vice versa. 

5.2 Recommendations 

In the light of the findings, discussions and conclusion, we hereby recommend as follows: 

i. That consumer goods manufacturing firm managers in Nigeria should maximize their 

firms’ net profit margin so as to increase market price per share. NPM can be increased 

by increasing firm sales through product promotion and reducing cost of operation of 

their firms. 

ii. That consumer goods manufacturing firm managers in Nigeria should boast their return 

on assets to increase their market price per share. ROA can be increased by increasing 

firm profitability and concentrating investment in assets in those assets that will bring 

future positive cash flows to the firms.  

iii. That consumer goods manufacturing firm managers in Nigeria should increase their 

firms’ earnings per share to increase market price per share. EPS can be increased by 

increasing firm profitability and reducing the proportion of equity financing in their 

firms’ capital structure.   

iv. That consumer goods manufacturing firm managers in Nigeria should properly plan 

their firm finances to increase market price per share. This can be achieved by 

increasing firm sales, reduction of overhead cost, proper finances of business operation 

and handling of firms’ assets. 
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