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ABSTRACT	
In	corporate	finance,	the	efficiency	of	both	capital	and	financial	market	
is	 linked	 with	 the	 investments	 behavior	 of	 investors.	 Investments	
opportunity	in	a	 firm	is	associated	with	the	 level	of	 leverage,	growth	
and	the	size	of	the	firm	and	are	of	interest	to	market	participants	and	
researchers.	This	study	is	designed	to	examine	how	firm-level	specific	
factors	determine	 investments	opportunities	as	 there	are	absence	of	
empirical	 literature	 in	 respect	 of	 the	 determinants	 of	 investments	
opportunities	 in	 Nigeria.	 This	 constitutes	 the	 gap	 that	 this	 study	
intends	 to	 fill,	 using	 some	 selected	 manufacturing	 companies.	 This	
study	 adopted	 correlation	 research	 design	 to	 examine	 the	
determinants	 of	 investments	 opportunities	 of	 selected	 listed	
manufacturing	firms	using	panel	regression	technique	of	data	analysis.	
The	 study	 found	 that	 leverage,	 and	 firm	 liquidity	 have	 significant	
positive	 impact	 on	 the	 investments	 opportunities	 in	 the	 selected	
manufacturing	firms.	On	the	other	hand,	the	study	concludes	that	firm	
growth	 has	 significant	 negative	 effects	 on	 the	 investments	
opportunities	of	the	selected	firms.	The	study	concludes	that	leverage,	
liquidity	and	firm	growth	are	significant	determinants	of	investments	
opportunities	 in	 the	 selected	 manufacturing	 firms	 in	 Nigeria.			The	
study	 recommends	 that	 the	 investors	 should	 consider	 firms	 with	
optimal	leverage,	higher	liquidity	position	and	revenue	growth	when	
making	 investments	 in	 the	 manufacturing	 companies	 in	 Nigeria.	
Managements	of	 the	 listed	manufacturing	 firms	 in	Nigeria	should	try	
and	achieve	an	optimal	leverage	position	of	their	firms	so	as	to	enhance	
investments	of	the	shareholders.	
	
Keywords:	Investment	behaviour,	Capital	and	Financial	Markets,	Investment	
Opportunity	

	
INTRODUCTION	

In	 corporate	 finance,	 the	 efficiency	 of	 both	 capital	 and	 financial	 market	 is	 linked	 with	 the	
investment’s	behavior	of	investors.	Firm-level	characteristics	as	well	as	macro-economic	factors	
affect	the	investors’	behavior,	because	returns	on	investments	could	be	affected	by	those	factors.	
Hence,	corporate	investments	growth	and	opportunities	is	said	to	be	determined	by	certain	factors,	
which	are	of	interest	to	market	participants	and	researchers.		
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For	instance,	Filomena	(2009)	argued	from	economic	theory	point	of	view	that,	firm’s	investment	
depends	on	future	growth	opportunities,	but	might	be	dampened	by	inefficient	financial	markets.	
His	analysis	confirm	that	managers	use	the	information	contained	in	the	price-earnings	ratios	to	
make	investment	decisions,	while	firms	with	higher	growth	opportunities	accumulate	more	capital	
and	that	the	stock	market	has	a	key	role	in	channeling	funds	toward	investment	projects.	
	
Moreover,	Yuan	and	Kazuyuki	(2011)	analysis	of	firm	investments	from	debt	perspectives	show	
that	the	rise	in	the	total	debt	ratio	had	the	effect	of	causing	underinvestment	among	high-growth	
companies	with	 investment	opportunities.	While	 investment-restraining	effect	of	 the	 total	debt	
ratio,	 and	 liabilities	had	 the	effect	of	 restraining	overinvestment,	which	allowed	a	 reduction	 in	
overall	liabilities	and/or	unprofitable	operations	of	companies.		
	
Additionally,	high-growth	companies	have	promising	investment	opportunities,	they	are	believed	
to	be	prone	to	underinvestment	due	to	liabilities;	on	the	other	hand,	as	low-growth	companies	lack	
promising	 investment	 opportunities,	 their	 liabilities	 are	 believed	 to	 keep	 them	 from	
overinvestment.	 Therefore,	 investments	 opportunity	 in	 a	 firm	 is	 associated	 with	 the	 level	 of	
leverage,	growth	and	the	size	of	the	firm.	
	
However,	 extant	 literature	 in	 corporate	 finance	 recently	 focuses	 on	 the	 determinants	 of	 firm	
investments	opportunities.	Two	proxy	are	usually	used	for	investments	opportunities;	the	Tobin	Q	
and	the	Price	earnings	ratios.	According	to	Srinivasan	(2012),	price	earnings	ratios	expresses	the	
relationship	between	the	market	price	of	company	share	and	its	earnings	per	share.	It	indicates	
the	extent	to	which	the	earnings	of	each	share	are	covered	by	its	price.	The	ratio	helps	an	investor	
to	make	an	approximate	estimation	of	the	time	required	to	recover	his	investment	in	a	company’s	
share.	The	price-earnings	ratio	has	positive	relationship	with	market	price.	
	
This	 study	 is	 designed	 to	 examine	 how	 firm-level	 specific	 factors	 determine	 investments	
opportunities	 as	 there	 are	 absence	 of	 empirical	 literature	 in	 respect	 of	 the	 determinants	 of	
investments	opportunities	in	Nigeria.	This	constitutes	the	gap	that	this	study	intend	to	fill,	using	
some	selected	manufacturing	companies	in	Nigeria.	
	
Research	Objectives	
The	main	objective	of	the	study	is	to	evaluate	the	determinants	of	investments	opportunities	of	
selected	manufacturing	companies	in	Nigeria.	The	specific	objectives	of	the	study	are:	

1. To	 examine	 the	 impact	 of	 firm	 leverage	 on	 the	 investments	 opportunities	 of	 selected	
manufacturing	firms	in	Nigeria.	

2. To	determine	the	impact	of	returns	on	equity	on	the	investments	opportunities	of	selected	
manufacturing	firms	in	Nigeria.	

3. To	 investigate	 the	 impact	 of	 firm	 liquidity	 on	 the	 investments	 opportunities	of	 selected	
manufacturing	firms	in	Nigeria.	

4. To	 evaluate	 the	 impact	 of	 firm	 growth	 on	 the	 investments	 opportunities	 of	 selected	
manufacturing	firms	in	Nigeria.	

5. To	 assess	 the	 impact	 of	 firm	 size	 on	 the	 investments	 opportunities	 of	 selected	
manufacturing	firms	in	Nigeria.	

	



	 	

	
54	URL:	http://dx.doi.org/10.14738/abr.89.8689	

Zubair,	A.	K.	I.,	&	Meshellia,	P.	S.	(2020).	Determinants	of	Investments	Opportunities	in	Selected	Manufacturing	Companies	in	Nigeria.	Archives	of	
Business	Research,	8(9).	52-68.	
	
Research	Hypotheses	
To	guide	the	study,	the	following	research	hypotheses	are	formulated	in	null	form:	
	

H	:	 Firm	leverage	has	no	significant	effect	on	the	
01	 investments	opportunities	of	selected	manufacturing	firms	in	Nigeria.	

H02:	 Returns	on	Equity	has	no	significant	effect	on	the	investments	opportunities	
of	selected	manufacturing	firms	in	Nigeria.	

H03:	 Firm	Liquidity	has	no	significant	effect	on	the	investments	opportunities	of	
selected	manufacturing	firms	in	Nigeria.	

H04:	 Firm	growth	has	no	significant	effect	on	the	investments	opportunities	of	
selected	manufacturing	firms	in	Nigeria.	

H05:	 Firm	size	has	no	significant	effect	on	the	investments	opportunities	of	
selected	manufacturing	firms	in	Nigeria.	

	
Scope	and	Significance	of	the	Study	
This	 study	 is	 significant	 in	 providing	 empirical	 evidence	 on	 the	 determinants	 of	 investments	
opportunities	in	the	selected	Nigerian	listed	manufacturing	companies.	The	study	will	add	to	the	
existing	body	of	literature	on	the	determinants	of	corporate	investments	in	developing	countries.	
The	study	will	be	useful	to	shareholders,	investors,	creditors,	managers,	students	and	researchers.	
Specifically,	 the	 findings	 from	 the	 research	 is	 important	motivation	 for	 future	 research	 on	 the	
determinants	of	investments	opportunities.	Therefore,	the	study	is	restricted	to	all	manufacturing	
companies	classified	by	the	NSE	under	the	industrial	goods	sector,	who	are	in	operations	during	
the	period	of	ten	years	(2005	and	2014).	
	
The	rest	of	the	chapter	is	as	follows;	section	two	covers	the	review	of	related	literature,	section	
three	 discusses	 the	 research	methodology,	 section	 four	 presents	 the	 results	 and	 discussion	 of	
findings,	while	section	five	covers	the	conclusion	and	recommendations.	

	
LITERATURE	REVIEW	

According	 to	 Filomena	 (2009)	 a	 large	 body	 of	 the	 empirical	 research	 in	 corporate	 finance	
investigates	 the	 implications	of	shifts	 in	growth	opportunities	 for	 the	level	of	 investments.	This	
literature	 relies	 on	 the	 idea	 that	 the	 location	 of	 the	 demand	 curve	 for	 firm’s	 investment	 is	
determined	by	its	investment	opportunities,	which	are	defined	as	the	expected	present	value	of	
future	profits	from	additional	capital	expenditures.	Therefore,	all	else	being	equal,	an	improvement	
in	investment	opportunities	shifts	the	demand	curve	to	the	right,	thereby	increasing	the	desired	
level	 of	 capital	 stock	 (Hubbard,	 1998).	 Since	 the	 value	 of	 growth	 opportunities	 is	 not	 directly	
observable,	 the	 corporate	 finance	 literature	 adopts	 different	 measures	 that	 attempt	 to	
approximate	it.	
	
Bond	and	Van	Reenen,	(2007)	stated	that	Tobin’s	Q	which	is	a	price-based	measure	of	investments	
opportunities	is	extensively	used	proxy	in	the	corporate	finance	literature.	And	it	is	defined	as	the	
ratio	of	the	maximized	value	of	the	firm	in	period	t	to	the	replacement	cost	value	in	period	t	of	the	
capital	stock	that	the	firm	inherits	from	the	previous	period	and	can	be	measured	by	the	ratio	of	
the	market	value	of	 firm’s	 securities	 to	 the	sum	of	 the	replacement	 cost	of	property,	plant	and	
equipment	and	the	replacement	cost	of	inventory.	These	indicator	proxies	for	corporate	growth	
opportunity	 since	 the	 market	 value	 captures	 the	 market’s	 anticipation	 of	 future	 growth	
opportunities	within	the	firm	(Bond	and	Van	Reenen,	2007).	
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McConnell	and	Servaes	(1995)	use	cross-sectional	data	to	analyze	U.S.	listed	companies	in	1976,	
1986	 and	 1988,	 and	 finds	 “two	 faces	 of	 debt,”	 meaning	 that	 enterprise	 value	 was	 negatively	
correlated	 with	 the	 debt	 ratio	 of	 companies	 with	 high	 growth	 opportunities	 and	 positively	
correlated	with	 the	debt	 ratio	of	 companies	with	 few	growth	opportunities.	Lang	et	 al.	 (1996),	
based	on	an	analysis	of	the	relationship	between	the	debt	ratio	and	the	rate	of	growth	of	companies,	
point	 out	 that	 for	 companies	with	 fewer	 investment	 opportunities	 (i.e.	 companies	 with	 a	 low	
Tobin’s	 Q),	 there	 is	 a	 negative	 correlation	 between	 the	 debt	 ratio	 and	 the	 investment.	 The	
estimation	results	from	their	studies	do	not	find	a	negative	correlation	between	the	debt	ratio	and	
the	growth	rate	for	companies	with	abundant	growth	opportunities.	In	other	words,	for	companies	
with	excellent	investment	opportunities,	increased	liabilities	do	not	necessarily	hamper	growth.	
Lang	et	al.	interpret	this	analysis	outcome	as	reflecting	the	disciplinary	role	of	liabilities.	
	
Aivazian	 et	 al.	 (2005)	 analyze	 the	 impact	 of	 liabilities	 on	 fixed	 investment	 using	 Canadian	
corporate-level	data,	and	demonstrate	that	companies	with	 fewer	 investment	opportunities	are	
more	vulnerable	to	the	impact	of	liabilities	than	companies	with	many	investment	opportunities.	
Further,	according	to	Ahn	et	al.	(2006),	diversified	companies	tend	to	have	higher	debt	ratios	than	
focused	 counterparts	 and	 diversified	 companies	 make	 larger	 investments	 (net	 cost	 of	
capital/sales)	 than	 focused	 counterparts.	 They	 also	 point	 out	 that	 debt	 ratios	 influence	
management	 decisions	 on	 investment	 and	 that	 diversified	 companies	 can	 overcome	 the	
constraints	of	debt	ratios	through	the	distribution	of	liabilities	by	corporate	managers.	
	
In	examining	whether	countries	with	higher	growth	opportunities	are	likely	to	experience	faster	
aggregate	output	and	investment	growth,	Bekaert	et	al.	(2007)	express	growth	opportunities	by	
the	 weighted	 average	 of	 industry’s	 priceearnings	 ratios,	 where	 the	 weights	 are	 the	 relative	
capitalizations	 of	 industries	 within	 a	 country.	 The	 intuition	 behind	 such	 a	 measure	 is	 that	 if	
countries	have	a	high	specialization	in	high	price	earnings	industries,	they	should	grow	faster	than	
the	average.	Bekaert	et	al.	(2007)	find	that	they	do.	
	
Filomena	(2009)	tests	the	relation	between	investments	opportunities	and	financial	factors	using	
an	unbalanced	panel	of	9,000	listed	firms	from	41	developed	and	developing	markets,	from	1990	
to	2006.	The	empirical	results	confirm	that	managers	use	the	information	contained	in	the	price-
earnings	 ratios	 to	 make	 investment	 decisions.	 Moreover,	 stock	 market	 development	 and	 the	
specialization	of	the	financial	system	towards	arm’s	length	instead	of	bank	financing	has	a	positive	
effect	on	firms’	investment	decisions.	Taken	together,	these	results	suggest	that	firms	with	higher	
growth	 opportunities	 accumulate	 more	 capital	 and	 that	 the	 stock	 market	 has	 a	 key	 role	 in	
channelling	funds	toward	investment	projects.	
	

THEORETICAL	FRAMEWORK	
The	 theories	of	determinants	of	 investments	opportunities	are	 situated	 in	 the	 capital	 structure	
theories	based	on	the	Modigliani-Miller	Theorem.	The	theory	upholds	that	 the	 level	of	 leverage	
does	 not	 affect	 corporate	 investment	 behaviors	 in	 a	 perfect	 market.	 That	 is,	 give	 simple	
assumptions,	it	is	noted	that	there	is	no	connection	between	fund	procurement	Investments)	and	
the	 debt	 ratio.	 From	 the	 theory,	 regarding	 the	 negative	 effects	 of	 liabilities	 on	 corporate	
management,	 it	 is	 noted	 that	 liabilities	 can	 influence	 corporate	 behaviors	 through	 some	ways	
(Filomena,	2009).	
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	For	instance,	as	increased	liabilities	raise	bankruptcy	risks,	corporate	managers	who	fret	over	the	
possibility	of	 shareholders	holding	 them	accountable	 tend	 to	move	 to	 curb	borrowings	and/or	
reduce	 investments,	 potentially	 raising	 the	 prospect	 of	 underinvestment.	 Moreover,	 as	 larger	
interest	payment	burdens	resulting	from	higher	debts	reduce	funds	in	hand,	so	debt	has	a	negative	
impact	on	the	investment	activities	of	companies	with	promising	investment	opportunities.	On	the	
other	 hand,	 managers	 of	 companies	 with	 declining	 equity	 ratios	 have	 an	 incentive	 to	 make	
investments	with	a	high	expected	rate	of	return	even	at	the	risk	of	sacrificing	creditors.	Therefore,	
as	 liabilities	 increase,	 creditors	 become	 increasingly	 reluctant	 to	 provide	 more	 funds,	 a	
development	that	can	lead	to	underinvestment	(Jensen	and	Meckling,	1976).	
	
Jensen	(1986)	argues	that	whether	liabilities	restrain	overinvestment	depends	largely	on	whether	
companies	have	growth	opportunities.	In	short,	Jensen	points	out	that	liabilities	have	(not	only	the	
negative	effect	of	 causing	underinvestment	by	high-growth	companies	but	also)	 the	potentially	
positive	effect	of	restraining	overinvestment	by	 low-growth	companies.	Moreover,	by	enlarging	
repayment	obligations,	not	only	curtail	 free	cash	 flow	but	also	raise	the	possibility	of	corporate	
bankruptcies,	thus	prompting	corporate	managers	to	reduce	investments	and	sell	off	unprofitable	
business	divisions.	
	
In	 empirical	 studies,	 sample	 companies	 are	 classified	 based	 on	 whether	 or	 not	 they	 have	
investment	opportunities	 in	order	 to	differentiate	 the	positive	effect	of	 liabilities	 in	 restraining	
overinvestment	from	their	negative	effect	of	causing	underinvestment.	Previous	studies	have	used	
Tobin’s	Q	or	PER	to	classify	companies	into	those	with	and	without	investment	opportunities.	The	
low	 value	 of	 these	 indicators	 of	 investment	 opportunities	 suggests	 a	 lack	 of	 investment	
opportunities,	 often	 resulting	 in	 overinvestment.	 At	 companies	 with	 fewer	 investment	
opportunities,	the	negative	effect	of	liabilities	on	investment	activities	is	interpreted	as	having	an	
investment	restraining	effect.	
	
On	the	other	hand,	at	companies	with	abundant	investment	opportunities,	the	negative	effect	of	
liabilities	on	investment	activities	is	thought	to	lead	to	underinvestment.	Lang	et	al.	(1996),	based	
on	an	analysis	of	the	relationship	between	the	debt	ratio	and	the	rate	of	growth	of	companies,	point	
out	that	for	companies	with	fewer	investment	opportunities	(i.e.	companies	with	a	low	Tobin’s	Q),	
there	is	a	negative	correlation	between	the	debt	ratio	and	the	investment.	The	estimation	results	
from	their	studies	do	not	find	a	negative	correlation	between	the	debt	ratio	and	the	growth	rate	for	
companies	with	 abundant	 growth	 opportunities.	 In	 other	words,	 for	 companies	with	 excellent	
investment	opportunities,	increased	liabilities	do	not	necessarily	hamper	growth.	

	
RESEARCH	METHODOLOGY	

This	 study	 adopted	 correlation	 research	 design	 to	 examine	 the	 determinants	 of	 investments	
opportunities	of	selected	listed	manufacturing	firms	in	Nigeria.	The	design	is	chosen	because	of	its	
effectiveness	 in	 the	cause	and	effect	analysis.	The	study	used	secondary	data	 from	the	 financial	
statements	of	the	sampled	companies	for	the	period	of	10	years	(2005-2014).	
	
The	population	of	this	study	comprises	of	all	the	17	manufacturing	companies	classified	by	the	NSE	
under	 industrial	 goods	 sector.	The	 firms	must	 be	 in	 operation	 through	 the	 period	of	 ten	 years	
(2005-2014),	to	form	part	of	the	sample.	However,	five	firms	were	not	selected	due	to	difficulties	



	

	
57	

Archives	of	Business	Research	(ABR)	 Vol	8,	Issue	9,	September-2020	
in	accessing	their	data.	Based	on	this,	the	population	was	reduced	to	12	firms,	and	hence	the	sample	
size	of	the	study.	
	
The	study	employed	panel	regression	technique	of	data	analysis,	tests	like	heteroskedasticity	test	
and	multucolinearity	test	are	conducted,	because	they	lead	to	spurious	regression	problem	that	
can	lead	to	statistical	bias.	This	is	also	informed	by	the	classical	traditional	regression	assumptions	
which	among	others	require	that	the	variance	of	the	error	term	has	to	be	constant	and	the	same	
for	all	observations	(homoscedastic)	and	the	explanatory	variables	are	not	perfectly	correlated.	
Failure	to	ensure	that	may	cause	the	usual	standard	error	terms	of	the	estimated	parameters	to	be	
biased	and	inconsistent.	Therefore,	robustness	tests	help	produce	estimators	that	are	BLUE	(Best	
Linear	Unbiased	Estimators).	The	analysis	was	conducted	using	Statistics/Data	Analysis	Software	
(STATA	11.2).	
	

VARIABLES	MEASUREMENT	AND	MODEL	SPECIFICATION	
The	definitions	and	measurements	of	 the	variables	used	 in	 this	 study	are	presented	 in	Table	1	
below;	

Table	1:	Variables	Measurements	
Variables	 Definition/Measurements	

Dependent	Variable	

Investments	
Opportunities	

Defined	as	the	price-earnings-ratio,	and	
measured	by	the	ratio	of	market	price	per	

share	to	EPS.	
Independent	Variables	

Liquidity	 Is	measured	by	the	ratio	of	current	assets	
to	current	liabilities	(short-term	debt)	

Firm	Size	 Is	measured	by	the	natural	logarithm	of	
total	assets	

Leverage	
Is	measured	by	the	proportion	of	long-
term	debt	to	total	capital	(long-term	
liabilities	plus	ordinary	share	capital)	

Firm	Growth	
Defined	as	revenue	growth	(difference	
between	revenue	in	year	t	and	year	t-1),	

scaled	by	total	assets.	

Returns	on	Equity	 Is	measured	by	the	proportion	of	profit	
after	tax	to	total	shareholders’	funds.	

		
MODEL	SPECIFICATION	

To	examine	the	determinants	of	investments	opportunities	in	the	quoted	selected	manufacturing	
firms	in	Nigeria,	the	following	econometric	model	is	estimated:	
	
INVOPit	=	β0	+	β1LEVit	+	β2ROEit	+	β3LIQit	+	β4GRWTit	+	β5FSIZit	+	μit………………….	i		
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Where;	
INVOPit	 =	 Investments	opportunities	in	firm	I	in	time	t	
LEVit	 =	 Leverage	of	firm	I	in	time	t	
ROEit	 =	 Returns	on	equity	of	firm	I	in	time	t	
LIQit	 =	 Liquidity	of	firm	I	in	time	t	
GRWTit	 =	 Firm	growth	of	firm	I	in	time	t	
FSIZit	 =	 Size	of	firm	I	in	time	t	
β0	 =	 the	intercept/constant;	

β1	–	β5	 =	 are	the	parameters;	
μit	 =	 the	residual/error	term	of	bank	I	in	year	t	

	
RESULTS	AND	DISCUSSIONS	

In	this	section,	the	results	obtained	from	the	tests	conducted	on	the	data	collected	for	the	study	are	
presented	and	discussed.	The	section	also	presented	the	test	of	the	research	hypotheses,	it	begins	
with	the	description	of	the	data	collected	for	the	study	and	then	the	inferential	statistics.	
	
Descriptive	Statistics	
The	descriptive	statistics	of	the	data	collected	for	the	study	is	presented	in	Table	2;	
	

Table	2:	Descriptive	Statistics	
Variables	 Mean	 SD	 Min	 Max	 N	

INVOP	 2.6049	 1.2531	 -0.6539	 7.0116	 120	
LEV	 0.5074	 0.1859	 0.10	 0.98	 120	
ROE	 0.0953	 0.8154	 -0.71	 0.81	 120	
LIQ	 1.4764	 0.1208	 0.0415	 4.3969	 120	
GRWT	 0.0706	 0.1839	 -0.6711	 0.5832	 120	
FSIZ	 15.321	 1.5422	 12.90	 19.538	 120	

Source:	STATA	Output	(Appendix).		
	
Table	2	shows	that	the	measures	of	investments	opportunities	(INVOP),	which	is	the	price	earnings	
ratio	in	the	selected	manufacturing	firms	in	Nigeria	has	a	minimum	value	of	-0.6539	and	7.0116	as	
the	maximum	value.	The	average	INVOP	is	2.6049	with	standard	deviation	of	1.2531,	suggesting	
that	the	data	deviate	from	the	mean	value	from	both	sides	by	1.2531.	The	table	also	indicates	that	
the	minimum	and	maximum	values	of	the	firm	leverage	(LEV)	are	0.10	and	0.98	respectively,	with	
the	mean	value	of	0.5074	and	standard	deviation	of	1.2531.	The	descriptive	statistic	implies	that	
the	average	 leverage	(debt	 to	 total	capital	ratio)	of	 the	sample	 firms	 is	high	(50.74%),	with	the	
maximum	of	98%.	This	implies	most	of	the	firms	are	highly	geared.		
	
The	table	shows	an	average	returns	on	equity	(ROE)	of	0.0953	(9.53%	of	the	total	equity)	of	the	
sample	manufacturing	firms	during	the	period,	with	standard	deviation	of	0.8154.	This	implies	that	
the	deviation	from	the	mean	is	81.54%,	suggesting	a	high	dispersion	among	the	sampled	firms.	The	
minimum	value	of	ROE	during	the	period	is	-0.71	(-71%	of	the	total	equity)	and	0.98	(98%	of	the	
total	equity)	as	the	maximum	value.	
	
The	 descriptive	 results	 in	 Table	 2	 shows	 that	 the	 minimum	 and	maximum	 values	 of	 the	 firm	
liquidity	(LIQ)	are	0.0415	(0.04:1)	and	4.3969	(4.39:1)	respectively,	with	the	mean	value	of	1.4764	
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(1.48:1)	and	standard	deviation	of	0.8154.	The	descriptive	statistic	implies	that	the	average	current	
ratio	of	the	sample	firm	is	satisfactory,	but	there	are	firms	with	poor	liquidity	position	with	current	
ratio	of	0.04:1	which	is	far	below	the	benchmark.	Moreover,	the	analysis	implies	the	presence	of	
idle	liquidity	as	the	maximum	current	ratio	of	the	sample	firms	is	4.39:1.	The	table	also	indicates	
that	 the	minimum	and	maximum	values	of	 the	 firm	growth	 (GRWT)	are	 -0.6711	 (67.11%)	and	
0.5832	(58.32%)	respectively,	with	the	mean	value	of	0.0706	(7.06%)	and	standard	deviation	of	
0.1839.	The	analysis	indicates	that	there	are	firms	with	decline	growth	in	terms	of	revenue.		
	
Lastly,	the	table	shows	an	average	firm	size	(FSIZ),	which	is	the	natural	logarithm	of	total	asset	of	
15.3208	of	the	sample	firms	in	Nigeria,	with	standard	deviation	of	1.5422.	This	implies	that	the	
deviation	from	the	mean	is	1.5422,	suggesting	a	slight	dispersion	among	the	sampled	firms.	The	
minimum	value	of	firm	size	is	12.9004	and	19.538	as	maximum	value.	
	
However,	 the	 analysis	 of	 the	 descriptive	 statistics	 results	 of	 the	 data	 collected	 for	 the	 study	
suggested	that	the	data	is	widely	dispersed	as	indicated	by	the	standard	deviations,	which	is	an	
indication	of	non-normally	distributed.	The	study	employs	the	Shapiro	Wilk	Test	for	Normal	Data.	
Under	 the	 Shapiro-WIlk	 (W)	 test	 for	 normal	data,	 null	 hypothesis	 principle	 is	 used	 to	 check	 a	
variable	that	came	from	a	normally	distributed	population.	The	null	hypothesis	of	the	test	is	that,	
the	data	is	normally	distributed.	The	test	(in	appendix)	indicates	that	data	from	all	the	variables	of	
the	 study	 are	 not	 normally	 distributed,	 except	 for	 firm	 leverage,	 because	 the	 P-values	 are	 not	
statistically	 significant	 at	 1%	 level	 of	 significance,	 thus,	 the	 null	 hypothesis	 (that,	 the	 data	 is	
normally	distributed)	is	rejected	except	LEV.	This	may	have	effects	on	the	results,	as	most	of	the	
parametric	tools	of	analysis	including	regression	assumed	that	the	data	is	normally	distributed.	
	
Correlation	Results	
The	summary	of	the	Pearson	correlation	Coefficients	of	the	variables	of	the	study	are	presented	in	
Table	4	as	follows;	

Table	3:	Correlation	Matrix	
VAR	 INVOP	 LEV	 ROE	 LIQ	 GRWT	 FSIZ	

INVOP	 1.0000	 	 	 	 	 	

LEV	 0.4434	
(0.0000)	 1.0000	 	 	 	 	

ROE	 0.0207	
(0.8227)	

-0.0286	
(0.7565)	 1.0000	 	 	 	

LIQ	 0.1769	
(0.0532)	

-0.2514	
(0.0056)	

-0.0431	
(0.6400)	 1.0000	 	 	

GRWT	 -0.0193	
(0.8339)	

0.2092	
(0.0219)	

0.3350	
(0.0002)	

0.0290	
(0.7531)	 1.0000	 	

FSIZ	 -0.0497	
(0.5895)	

-0.1236	
(0.1785)	

0.1952	
(0.0326)	

-0.0186	
(0.8406)	

-0.0570	
(0.5364)	 1.0000	

Source:	STATA	Output	(Appendix)	
	
The	 correlation	 result	 in	 table	3	presents	 the	results	of	 the	degree	of	 associations	between	 the	
determinants	of	investments	opportunities	of	selected	manufacturing	firms	in	Nigeria.	The	table	
shows	that	there	is	a	significant	positive	relationship	between	firm	leverage	(LEV)	and	investment	
opportunities,	 from	 the	 correlation	 coefficient	of	0.4434,	which	 is	statistically	significant	at	1%	
level	 (p-value	 of	 0.0000).	 This	 implies	 that	 leverage	 is	 significantly	 related	 with	 investment	
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	opportunities	in	the	quoted	selected	manufacturing	companies	in	Nigeria.	The	result	from	the	table	
also	indicates	that	there	is	a	positive	association	between	returns	on	equity	(ROE)	and	investments	
opportunities	 of	 the	 sample	 firms,	 from	 the	 correlation	 coefficient	 of	 0.0207	 which	 is	 not	
statistically	 significant	at	 all	 levels	of	significance	 (p-value	of	0.8227).	This	 relationship	 implies	
that,	high	returns	on	shareholders’	funds	is	directly	related	with	investments	opportunities,	but	is	
not	statistically	significant.		
	
Moreover,	table	3	shows	a	significant	positive	relationship	between	the	firm	liquidity	(LIQ)	and	
investments	 opportunities	 of	 the	 sample	 selected	 manufacturing	 firms	 in	 Nigeria,	 from	 the	
correlation	coefficient	of	0.1769,	which	is	statistically	significant	at	10%	level	of	significance	(p-
value	of	0.0532).	This	implies	that	liquidity	is	significantly	related	with	investments	opportunities	
of	the	selected	manufacturing	firms.	
	
The	 result	 from	 the	 table	 also	 shows	 that	 there	 is	 a	 negative	 correlation	 between	 firm	 growth	
(GRWT)	and	investments	opportunities	of	the	sample	manufacturing	firms,	from	the	correlation	
coefficient	of	 -0.0193	which	 is	not	statistically	significant	at	all	 levels	of	significance	(p-value	of	
0.8339).	This	relationship	implies	that,	high	revenue	growth	is	indirectly	related	with	investments	
opportunities.	Table	3	shows	a	negative	relationship	between	the	firm	size	(FSIZ)	and	investments	
opportunities	of	the	selected	manufacturing	firms	in	Nigeria,	from	the	correlation	coefficient	of	-
0.0497,	which	 is	not	statistically	significant	at	all	 levels	of	significance	(p-value	of	0.5895).	This	
implies	 that	 firm	 size	 is	 not	 significantly	 related	 with	 investments	 opportunities	 of	 selected	
manufacturing	firms	in	Nigeria.	
	
Regression	Results	and	Hypotheses	Testing	
In	 this	 section,	 the	hypotheses	 formulated	 for	 the	 study	are	 tested;	 the	section	begins	with	 the	
discussion	of	the	regression	model	as	presented	in	table	4;	
	

Table	4:	Regression	Model	Summary	
Variables	 Coefficients	 Prob.	

R2	Within	 0.3249	 	
R2	Between	 0.2995	 	
R2	Overall	 0.3043	 	
Wald	Chi2	 5166.38	 0.0000	
Hettest:	Chi2	 6.41	 0.0114	
Mean	VIF	 1.15	 	

Hausman	Test	 9.35	 0.0960	
Random	Effect	(LM)	Test	 59.33	 0.0000	

LEV	 3.2656	 0.000	
ROE	 0.1705	 0.831	
LIQ	 0.0444	 0.000	
GRWT	 -0.8612	 0.087	
FSIZ	 -0.0166	 0.879	

CONSTANT	 1.1350	 0.547	
		 Source:	STATA	Output	(Appendix).	
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The	regression	table	indicates	that	the	explanatory	variables	of	the	study	(firm	leverage,	firm	size,	
ROE,	 liquidity,	 and	 firm	 growth)	 explained	 30.43%	 of	 the	 total	 variations	 in	 the	 investments	
opportunities	of	the	listed	selected	manufacturing	firms	in	Nigeria,	from	the	coefficient	of	multiple	
determination	(Overall	R	square	of	0.3043).	The	table	also	shows	that	the	model	of	the	study	is	fit	
at	1%	level	of	significance	as	indicated	by	the	Wald	Chi2	of	5166.38	with	the	P-value	of	0.0000.	The	
results	from	the	table	also	indicates	the	presence	of	heteroscedasticity	(that	is,	the	variance	of	the	
error	 term	 is	 not	 constant),	 as	 shown	 by	 the	 Breuch	 Pagan/Cook-Weisberg	 test	 for	
heteroskedasticity	(Hettest)	Chi2	of	6.41	with	p-value	of	0.0114.	The	results	on	the	other	hand,	
show	the	absence	of	perfect	multicollinearity	among	the	independent	variables,	because	the	mean	
Variance	Inflation	Factor	(VIF)	is	1.15.	This	is	far	below	the	benchmark	of	10,	which	is	an	indication	
of	perfect	multicollinearity.	
	
Moreover,	 the	 table	 shows	 that	 the	 Hausman	 specification	 test	 and	 the	 Breusch	 and	 Pagan	
Lagrangian	Multiplier	 Test	 for	 Random	 Effects	 indicated	 that	 Random	 effect	 regression	model	
(Generalized	Least	Squares,	GLS)	is	the	most	appropriate	for	the	study.	However,	in	view	of	the	
presence	 of	 heteroscedasticity,	 the	 study	 employed	 robust	 standard	 errors	 for	 corrections.	
Therefore,	the	hypotheses	of	the	study	are	tested	in	the	following	section.	
	

HYPOTHESES	TESTING	
The	results	in	table	4	shows	that	firm	leverage	(LEV)	in	the	sample	manufacturing	firms	in	Nigeria	
has	a	significant	statistical	positive	effect	on	the	 investments	opportunities	of	 the	sample	 firms,	
from	the	coefficient	of	3.2656,	which	is	statistically	significant	at	1%	level	of	significance	(p-value	
of	 0.000).	 This	 signifies	 that	 firm	 leverage	 of	 quoted	 manufacturing	 companies	 in	 Nigeria	
significantly	 influenced	 the	 investments	 during	 the	 period	 of	 the	 study.	 This	 implies	 a	 direct	
relationship	between	the	leverage	and	investments	opportunities;	that	is,	when	leverage	increases,	
investments	opportunities	likely	increases.	The	result	is	statistically	significant	at	1%	significance	
level.	Therefore,	the	study	rejects	the	null	hypothesis	one	(H01),	which	states	that	firm	leverage	has	
no	significant	effect	on	investments	opportunities	of	selected	manufacturing	firms	in	Nigeria.	The	
study	 therefore,	 infers	 that	 the	 leverage	 of	 the	 firms	 significantly	 determined	 the	 investments	
opportunities	 in	 the	 selected	manufacturing	 firms	 in	Nigeria,	during	 the	period	covered	by	 the	
study.	
	
Similarly,	table	4	shows	that	returns	on	owners’	funds	(ROE)	in	the	sample	manufacturing	firms	in	
Nigeria	 has	 positive	 effect	 on	 the	 investments	 opportunities	 of	 the	 sample	 firms,	 from	 the	
coefficient	of	0.1705,	which	 is	not	statistically	significant	at	all	 levels	of	significance	(p-value	of	
0.831).	This	suggests	that	ROE	of	selected	manufacturing	companies	in	Nigeria	did	not	significantly	
influenced	 the	 investments	 opportunities	 during	 the	 period	 of	 the	 study.	 The	 result	 is	 not	
statistically	significant.	Therefore,	the	study	failed	to	reject	the	null	hypothesis	two	(H02),	which	
states	 that	 returns	on	equity	has	no	 significant	effect	on	 investments	opportunities	of	 selected	
manufacturing	firms	in	Nigeria.	The	study	infers	that	returns	on	shareholders’	funds	of	the	sample	
firms	 did	 not	 significantly	 determined	 the	 investments	 opportunities,	 during	 the	 period	 of	 the	
study.	
	
The	table	also	show	that	firm	liquidity	(LIQ)	of	the	selected	manufacturing	firms	in	Nigeria	has	a	
significant	positive	impact	on	the	investments	opportunities	of	the	firms,	from	the	coefficients	of	
0.0444,	which	is	statistically	significant	at	1%	level	of	significance	(p-value	of	0.000).	This	implies	
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	that	liquidity	has	significantly	influenced	the	investments	opportunities	of	selected	manufacturing	
firms	in	Nigeria.	Based	on	this,	the	study	rejects	the	null	hypothesis	three	(H03),	which	states	that	
firm	liquidity	has	no	significant	effect	on	the	investments	opportunities	of	selected	manufacturing	
firms	 in	Nigeria.	The	study	 infers	 that	 liquidity	position	of	a	 firm	is	a	significant	determinant	of	
investments	 opportunities	 in	 the	 selected	 manufacturing	 firms	 in	 Nigeria,	 during	 the	 period	
covered	by	the	study.	
	
Similarly,	 the	table	show	that	 firm	growth	(GRWT)	 in	the	sample	 firms	has	significant	negative	
impact	on	investments	opportunities	of	the	selected	manufacturing	firms,	from	the	coefficients	of	
-0.8612	which	is	statistically	significant	at	10%	level	of	significance	(p-value	of	0.087).	The	result	
suggests	that	firm	growth	in	terms	of	revenue	growth	has	an	indirect	relation	with	the	investments	
opportunities	of	the	firms,	the	result	is	statistically	significant.	Based	on	this,	the	study	rejects	the	
null	hypothesis	four	(H04),	which	states	that	firm	growth	has	no	significant	effect	on	investments	
opportunities	 of	 selected	manufacturing	 firms	 in	 Nigeria.	 The	 study	 therefore,	 infers	 that	 firm	
growth	 is	not	a	significant	determinant	of	 investments	opportunities	of	selected	manufacturing	
firms	in	Nigeria,	during	the	period	covered	by	the	study.	
	
Lastly,	 the	 results	 in	 table	 5	 shows	 that	 firm	size	 (FSIZ)	 in	 the	 sample	manufacturing	 firms	 in	
Nigeria	 has	 negative	 effect	 on	 the	 investments	 opportunities	 of	 the	 sample	 firms,	 from	 the	
coefficient	of	 -0.0166	which	 is	not	statistically	significant	at	all	 levels	of	significance	(p-value	of	
0.879).	This	signifies	that	size	of	firm	in	the	sample	manufacturing	companies	in	Nigeria	did	not	
significantly	influenced	the	investments	opportunities	during	the	period	of	the	study.	Therefore,	
the	study	failed	to	reject	the	null	hypothesis	five	(H05),	which	states	that	firm	size	has	no	significant	
effect	 on	 investments	 opportunities	 of	 selected	 manufacturing	 firms	 in	 Nigeria.	 The	 study	
therefore,	infers	that	the	size	of	the	firms	is	not	a	significant	determinants	of	investments	in	the	
listed	selected	manufacturing	firms	in	Nigeria,	during	the	period	covered	by	the	study.	
	

CONCLUSION	AND	RECOMMENDATIONS	
Emanating	from	the	analysis	conducted	on	the	data,	together	with	the	hypotheses	testing,	the	study	
found	 that	 leverage,	 and	 firm	 liquidity	 have	 significant	 positive	 impact	 on	 the	 investments	
opportunities	 in	 the	 selected	 manufacturing	 firms	 in	 Nigeria.	 On	 the	 other	 hand,	 the	 study	
concludes	 that	 firm	growth	has	 significant	negative	effects	on	 the	 investments	opportunities	of	
selected	 firms.	 The	 study	 concludes	 that	 leverage,	 liquidity	 and	 firm	 growth	 are	 significant	
determinants	of	investments	opportunities	in	the	selected	manufacturing	firms	in	Nigeria.	
	
Based	on	the	findings	and	conclusions	from	this	research,	the	study	recommends	that	the	investors	
should	consider	firms	with	optimal	leverage,	higher	liquidity	position	and	revenue	growth	when	
making	 investments	 in	 the	 manufacturing	 companies	 in	 Nigeria.	 Managements	 of	 the	 listed	
manufacturing	firms	in	Nigeria	should	try	and	achieve	an	optimal	leverage	position	of	their	firms	
so	as	to	enhance	investments	of	the	shareholders.	
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