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Abstract

Purpose

The purpose of this paper is to re-examine the weak form
efficiency of five African stock markets (South Africa,
Nigeria, Egypt, Ghana and Mauritius) using various tests to
assess the impact of non-linearity effect and thin trading
which are prevalent in African markets on market efficiency.

Design/methodology/approach

The weekly returns of S&P/IFC return indices for five African
countries over the period 2000-2013 were obtained from
DataStream and analyzed. The study adopted the newly
developed Non-Linear Fourier unit root test advanced by
Enders and Lee (2004, 2009) which allows for an unknown
number of structural breaks with unknown functional forms
and non-linearity in data generating process of stock prices
series to test the Random Walk Hypothesis (RWH) for the
five markets, and an augment regression model.

Findings

In light of the empirical evidence the author(s) using Non-
linear Fourier Unit Root Test only fail to reject the RWH for
South Africa, Nigeria and Egypt leading to the conclusion
that these markets follow the RWH and weak-form efficient
whilst Ghana and Mauritius are weak-form inefficient.
Besides, evaluating non-linear models without adjusting for
thin trading effect shows that, South Africa and Ghana
markets are weak-form efficient while Nigeria, Egypt and
Mauritius are not. However, after accounting for thin trading
effect, the author(s) find that South Africa and Egypt
markets follow the RWH. The findings imply that market
efficiency results depend on the methodology used.
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efficiency tests in African stock markets. Thus, recent
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structural adjustment and liberalization policies have not
enhanced stock market operations in Africa. This paper
therefore has implications for policy makers and
international investors.

Keywords

Africa  Market efficiency  Non-linearity

Non-Linear-Fourier-Unit Root-Test  Thin trading

Acknowledgements

The authors are thankful to an anonymous referee for the
constructive suggestions and comments on the earlier draft
of the paper. Tsangyao Chang of Feng Chia University is
gratefully acknowledged for being so generous to provide
the authors with codes for the Non-Linear Fourier Unit Root
Test. Any errors that remain are of the authors.

Citation

Abakah, E.J.A., Alagidede, P., Mensah, L. and Ohene-Asare,
K. (2018), "Non-linear approach to Random Walk Test in
selected African countries", International Journal of
Managerial Finance, Vol. 14 No. 3, pp. 362-376.
https://doi.org/10.1108/IJMF-10-2017-0235

E Download as .RIS

Publisher: Emerald Publishing Limited
Copyright © 2018, Emerald Publishing Limited

Support & Feedback « Manage cookies

®Emerald Services About Policies and
logo Authors About Emerald information

Editors Working_for Emerald Privacy notice

. Librarians Contact us Site policies
v £ in O A
© 2024 Emerald Publishing Researchers Publication sitemap Modern Slavery Act

Limited Reviewers Chair of Trustees governance
statement

Accessibility



https://twitter.com/EmeraldGlobal
https://www.facebook.com/EmeraldPublishingImpact/
https://www.linkedin.com/company/emerald-group-publishing-limited
https://www.youtube.com/user/EmeraldPublishing67
https://www.emeraldgrouppublishing.com/services/authors?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/services/journal-editors?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/services/librarians?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/services/researchers?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/services/reviewers?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/about/?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://careers.emeraldpublishing.com/
https://www.emeraldgrouppublishing.com/about/contact-us?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emerald.com/insight/sitemap/publications
https://www.emerald.com/insight/site-policies
https://www.emerald.com/insight/site-policies
https://www.emeraldgrouppublishing.com/about/policies-and-information/modern-slavery-act?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emeraldgrouppublishing.com/sites/default/files/2020-08/MCB-Pension-Chair-Statement-2019.pdf?distinct_id=%24device%3A190ce69563c1c2-06ae770ab75e55-591a3765-4b000-190ce69563d1c3
https://www.emerald.com/insight/accessibility
https://www.emerald.com/insight/search?q=Africa
https://www.emerald.com/insight/search?q=Market+efficiency
https://www.emerald.com/insight/search?q=Non-linearity
https://www.emerald.com/insight/search?q=Non-Linear-Fourier-Unit+Root-Test
https://www.emerald.com/insight/search?q=Thin+trading
https://www.emerald.com/insight/search?q=Emmanuel%20Joel%20Aikins%20Abakah
https://www.emerald.com/insight/search?q=Paul%20Alagidede
https://www.emerald.com/insight/search?q=Lord%20Mensah
https://www.emerald.com/insight/search?q=Kwaku%20Ohene-Asare
https://www.emerald.com/insight/publication/issn/1743-9132
https://doi.org/10.1108/IJMF-10-2017-0235

