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Abstract: This study examined the relationship between hedge accounting and firm value of listed firms in Nigeria for the periods
of 2015-2024. The study made used of secondary sourced from the annual reports and accounts of fifteen (15) firms listed in Nigeria
Exchange Group for the measures of hedge accounting proxied with Cash Flow Hedging (CFH) and Investment Hedging (IH) was
examined in relation to firm value as measured by Market Capitalization (MKTC). The study conducted descriptive statistics and
correlation analysis, followed by the panel unit root test, and the Pedroni panel cointegration test. The nature of the link between
the independent variables and the dependent variables were investigated using descriptive statistics, correlation analysis, the panel
unit root test, and the Pedroni panel cointegration test while fixed effect multiple regression analysis that was carried out with the
use of the computer programme E-VIEW 9.0. The findings revealed that CFH and IH have significant effect on MKTC of listed
firms in Nigeria. From the above this study concluded that there is significant relationship between hedge accounting and firm value
of listed firms in Nigeria. The study therefore recommended that hedge accounting should be integrated to the operational objectives
of listed firms.
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Introduction

Hedge accounting is a financial reporting method that aligns the recognition of gains and losses on hedging instruments with the
underlying exposure they are intended to mitigate. This accounting practice is particularly significant for firms engaged in activities
that expose them to various financial risks, such as fluctuations in foreign exchange rates, interest rates, and commodity prices
(Afolabi & Ojo, 2023).. In the context of Nigeria, where the economy is characterized by volatility and uncertainty, the adoption of
hedge accounting can play a crucial role in enhancing firm value by providing a clearer picture of a company’s financial health and
risk management strategies. The relevance of hedge accounting in Nigeria’s financial landscape has gained prominence in recent
years, particularly as firms seek to navigate the complexities of a dynamic economic environment. The Nigerian economy, heavily
reliant on oil exports, is susceptible to global price fluctuations, making effective risk management strategies essential for sustaining
firm value (Ogunleye & Adebayo, 2021). By employing hedge accounting, firms can mitigate the impact of these fluctuations on
their financial statements, thereby providing investors with more reliable information regarding their performance and risk exposure
(Adeyemi & Adebayo, 2020). The components of hedge accounting, including the designation of hedging relationships, effectiveness
testing, and the treatment of gains and losses, are critical in determining its impact on firm value. Effective hedge accounting practices
can lead to reduced earnings volatility, improved financial ratios, and enhanced investor confidence (Ogunleye, 2022). Conversely,
inadequate or improper application of hedge accounting can result in misleading financial statements, which may adversely affect a
firm’s market valuation (Ojo & Akinyemi, 2023).

Recent studies have highlighted the positive correlation between the adoption of hedge accounting and firm value in Nigeria. For
instance, research by Afolabi and Ojo (2023) indicates that firms utilizing hedge accounting practices experience a significant
increase in their market capitalization compared to those that do not. This finding underscores the importance of transparency and
effective risk management in enhancing investor perception and firm value. Hedge accounting serves as a vital tool for listed firms
in Nigeria, enabling them to manage financial risks more effectively and communicate their financial position more transparently to
investors. As the Nigerian economy continues to evolve, understanding the impact of hedge accounting and its components on firm
value will be essential for stakeholders aiming to make informed investment decisions (Adeleke, et al, 2021). Cash flow hedging
involves the use of financial instruments to stabilize expected cash flows from operational activities. This strategy is particularly
relevant for firms engaged in international trade or those with significant exposure to foreign currencies. By locking in exchange
rates or interest rates, firms can protect their future cash flows from adverse movements in the market. According to Ogunleye
(2022), firms that engage in cash flow hedging can reduce the volatility of their cash flows, which in turn can lead to a lower cost of
capital and an increase in firm value. In the Nigerian context, where firms often face significant currency risk due to fluctuations in
the Naira, the importance of cash flow hedging cannot be overstated. The Central Bank of Nigeria’s policies and the economic
environment can lead to unpredictable cash flow patterns, making hedging strategies essential for maintaining financial stability
(Ogunleye & Adebayo, 2020). Investment hedging, on the other hand, refers to strategies employed to protect the value of
investments from adverse market movements. This can include the use of derivatives to hedge against declines in asset values or to
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secure returns on investments. Investment hedging is particularly relevant for firms with substantial investments in volatile markets,

as it can help preserve capital and ensure that firms can meet their long-term financial obligations (Hsu, et al, 2022). In Nigeria, the
investment landscape is characterized by high volatility, influenced by factors such as political instability, economic policies, and
global market trends. As a result, firms that adopt investment hedging strategies may be better positioned to navigate these challenges
and enhance their overall firm value (Akinlo & Akinlo, 2021). The relationship between hedging strategies and firm value has been
a subject of extensive research. Theoretical frameworks suggest that effective risk management can lead to increased firm value by
reducing the likelihood of financial distress and enhancing operational efficiency (Lev & Da, 2021). Empirical studies have shown
mixed results, with some indicating a positive relationship between hedging and firm value, while others suggest that excessive
hedging may lead to agency problems and reduced value (Stewart, 2021).

In Nigeria, the impact of hedging on firm value remains underexplored, particularly in the context of listed firms. Given the unique
economic and regulatory environment, understanding how cash flow and investment hedging influence firm value is crucial for both
practitioners and policymakers. This study aims to fill this gap by examining the effects of these hedging strategies on the firm value
of listed firms in Nigeria. Thus, the increasing complexity of financial markets and the unique challenges faced by firms in Nigeria
necessitate a thorough investigation into the impact of cash flow hedging and investment hedging on firm value. The increasing
complexity of financial markets and the volatility of economic conditions have necessitated the adoption of sophisticated financial
instruments and accounting practices by firms. Among these practices, hedge accounting, cash flow hedging, and investment hedging
have emerged as critical strategies for managing financial risks associated with fluctuations in interest rates, foreign exchange rates,
and commodity prices. In Nigeria, where firms are exposed to significant economic uncertainties, the implementation of these
hedging strategies is particularly relevant. However, the impact of these practices on the firm value of listed companies remains
underexplored, leading to a gap in the literature and a lack of empirical evidence to guide corporate financial decision-making.

Hedge accounting allows firms to align the timing of gains and losses on hedging instruments with the underlying exposures they
are intended to mitigate, thereby reducing earnings volatility (FASB, 2017). Cash flow hedging, specifically, is designed to protect
against variability in cash flows that could affect the firm’s ability to meet its financial obligations (Baker et al., 2020). Investment
hedging, on the other hand, involves strategies to mitigate risks associated with investments in foreign assets or commodities, which
can be particularly pertinent for Nigerian firms operating in a globalized economy (Ogunleye& Adebayo, 2021). Despite the
theoretical benefits of these hedging strategies, empirical studies have produced mixed results regarding their impact on firm value.
Some researchers argue that effective hedging can enhance firm value by stabilizing cash flows and reducing the cost of capital
(Graham & Rogers, 2020). Conversely, others suggest that the costs associated with implementing and maintaining hedging
strategies may outweigh the benefits, leading to a negative impact on firm value (Ibrahim & Nwankwo, 2023). In the context of
Nigeria, where firms face unique challenges such as currency fluctuations, inflation, and regulatory uncertainties, the effectiveness
of these hedging strategies is further complicated. Moreover, the adoption of International Financial Reporting Standards (IFRS) in
Nigeria has introduced new dimensions to hedge accounting practices, potentially influencing how firms report their hedging
activities and their subsequent impact on firm value (Ibrahim & Adebayo, 2022). The lack of comprehensive studies focusing on the
Nigerian market means that stakeholders, including investors, regulators, and corporate managers, may not have access to critical
insights needed to make informed decisions regarding risk management and financial reporting. Therefore, this study aims to
investigate the impact of hedge accounting proxied with cash flow hedging, and investment hedging on the firm value of listed firms
in Nigeria. By addressing this gap, the research seeks to provide empirical evidence that can inform corporate financial strategies
and enhance the understanding of risk management practices in the Nigerian.

Literature Review
Conceptual Review

Hedge Accounting

Hedge accounting is a financial reporting method that aligns the recognition of gains and losses on hedging instruments with the
recognition of gains and losses on the hedged items. This approach is designed to reduce the volatility in earnings that can arise from
the use of derivatives and other hedging instruments. According to the International Financial Reporting Standards (IFRS) and
Generally Accepted Accounting Principles (GAAP), hedge accounting allows firms to reflect the economic reality of their risk
management activities in their financial statements (International Accounting Standards Board [IASB], 2021). The primary objective
of hedge accounting is to provide a more accurate representation of a company’s financial position by matching the timing of the
recognition of gains and losses on hedging instruments with those of the underlying exposures. This is particularly relevant in volatile
markets where fluctuations in asset values can lead to significant discrepancies in reported earnings (Bennett & Haller, 2020). Recent
studies have shown that effective hedge accounting can enhance the transparency of financial statements and improve the decision-
making process for investors (Bennett & Haller, 2020; Liu et al., 2021).
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Cash Flow Hedging

Cash flow hedging is a specific type of hedge accounting that aims to mitigate the risk of variability in cash flows associated with a
particular asset, liability, or forecasted transaction. This strategy is particularly relevant for firms that are exposed to fluctuations in
interest rates, foreign exchange rates, or commodity prices (Bodnar& Marston, 2020). By using derivatives such as options, forwards,
and swaps, companies can stabilize their cash flows and protect against adverse movements in market prices. The effectiveness of
cash flow hedging is often evaluated based on the extent to which it reduces the variability of cash flows and enhances the
predictability of future cash flows (Graham & Rogers, 2021). Recent empirical studies have indicated that firms employing cash
flow hedging strategies tend to experience lower earnings volatility and improved financial performance compared to those that do
not engage in such practices (Graham & Rogers, 2021; Khedmati & Khedmati, 2022). Furthermore, cash flow hedging can enhance
a firm’s creditworthiness and reduce the cost of capital, as lenders view hedged firms as less risky (Khedmati & Khedmati, 2022).
Investment Hedging

Investment hedging refers to strategies employed by firms to protect their investments from adverse market movements. This can
include hedging against currency risk, interest rate risk, and commodity price risk, among others. The rationale behind investment
hedging is to stabilize the value of investments and ensure that firms can achieve their strategic objectives without being adversely
affected by market volatility (Adetola & Nwafor, 2022). Research has shown that effective investment hedging can lead to an increase
in firm value by reducing the risk associated with cash flows and enhancing the predictability of returns (Bessembinder, 2020). Firms
that engage in investment hedging are often perceived as more stable and less risky by investors, which can lead to a lower cost of
capital and higher market valuations (Bessembinder, 2020; Hsu, 2021). Additionally, investment hedging can provide firms with a
competitive advantage by allowing them to focus on their core operations without the distraction of managing financial risks (Hsu,
2021).

Firm Value

Firm value is a multifaceted concept that encompasses the worth of a company as perceived by investors, stakeholders, and the
market. It is influenced by various factors, including financial performance, market conditions, corporate governance, and intangible
assets. Understanding firm value is crucial for investors, managers, and policymakers as it impacts investment decisions, corporate
strategies, and economic growth. This review aims to synthesize recent literature on firm value, highlighting key determinants,
measurement approaches, and implications for practice (Okeke & Bello, 2023).

Determinants of Firm Value

Financial Performance: Financial performance is a primary determinant of firm value. Metrics such as revenue growth,
profitability, and return on equity (ROE) are commonly used to assess a firm’s financial health. Recent studies have shown a positive
correlation between financial performance and firm value. For instance, Chen et al. (2022) found that firms with higher profitability
ratios tend to have higher market valuations, suggesting that investors reward firms that demonstrate strong financial results.

Market Conditions: Market conditions, including economic cycles and industry trends, significantly influence firm value. During
periods of economic expansion, firms often experience increased demand for their products and services, leading to higher
valuations. Conversely, during economic downturns, firm value may decline due to reduced consumer spending and tighter credit
conditions (Baker &Wurgler, 2021). The COVID-19 pandemic has further illustrated the impact of external shocks on firm value,
with many firms experiencing volatility in their market valuations (Baker et al., 2020).

Corporate Governance: Corporate governance practices also play a critical role in determining firm value. Strong governance
structures can enhance transparency, reduce agency costs, and align the interests of management and shareholders. Recent research
by Almazan et al. (2021) indicates that firms with robust governance mechanisms tend to have higher valuations, as investors
perceive them as less risky. Additionally, the presence of independent board members and effective executive compensation practices
are associated with improved firm performance and value (Bebchuk & Fried, 2020).

Intangible Assets: Intangible assets, such as brand equity, intellectual property, and human capital, have gained increasing
recognition as key drivers of firm value. These assets often represent a significant portion of a firm’s total value, particularly in
knowledge-based industries. Recent studies have shown that firms with strong intangible assets tend to achieve higher market
valuations (Lev & Da, 2021). For example, a study by Hsu et al. (2022) found that firms investing in research and development
(R&D) and innovation activities experience enhanced firm value due to the creation of unique products and services.
Measurement Approaches

Measuring firm value can be complex, as it involves both quantitative and qualitative factors. Traditional methods include market
capitalization, which is calculated by multiplying the stock price by the number of outstanding shares. However, this approach may
not fully capture the intrinsic value of a firm, particularly for those with significant intangible assets (Nwosu & Uche, 2021).
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Alternative valuation methods, such as discounted cash flow (DCF) analysis, provide a more comprehensive assessment of firm
value by considering future cash flows and the time value of money (Damodaran, 2020). Additionally, the use of economic value
added (EVA) and market value added (MVA) has gained traction as measures that account for the cost of capital and provide insights
into a firm’s performance relative to its cost of equity (Stewart, 2021). Understanding the determinants and measurement of firm
value has significant implications for practice. For managers, focusing on enhancing financial performance, adopting strong
corporate governance practices, and investing in intangible assets can lead to improved firm value. For investors, recognizing the
importance of both quantitative and qualitative factors in valuation can inform better investment decisions. Moreover, policymakers
can benefit from understanding the drivers of firm value to create an environment conducive to business growth and innovation. This
includes fostering a stable economic environment, promoting good corporate governance practices, and supporting R&D initiatives.
Firm value is a complex and dynamic concept influenced by various factors, including financial performance, market conditions,
corporate governance, and intangible assets. Recent literature highlights the importance of these determinants and offers insights
into effective measurement approaches. As the business landscape continues to evolve, understanding firm value will remain critical
for stakeholders seeking to navigate the complexities of investment and corporate strategy.

Theoretical Review
Modigliani and Miller (M&M) theory

The Modigliani and Miller (M&M) theorem, introduced by Franco Modigliani and Merton Miller in the 1950s, revolutionized the
understanding of capital structure and firm value in corporate finance. The core proposition of the M&M theorem asserts that, under
certain idealized conditions (such as no taxes, no bankruptcy costs, and perfect capital markets), the value of a firm is unaffected by
its capital structure. This foundational theory has profound implications for financial decision-making, particularly in the context of
hedging strategies, which are essential for managing risks associated with cash flows and investments.

In the Nigerian context, where firms face unique challenges such as currency volatility, inflation, and political instability, the
relevance of cash flow hedging and investment hedging becomes increasingly pronounced. Cash flow hedging involves using
financial instruments to stabilize cash flows against fluctuations in exchange rates, interest rates, or commodity prices, thereby
reducing uncertainty and enhancing predictability in financial planning (Bodnar et al., 2019). Investment hedging, on the other hand,
focuses on mitigating risks associated with capital expenditures and long-term investments, ensuring that firms can maintain their
growth trajectories despite external shocks (Graham & Harvey, 2020). The relationship between hedging practices and firm value is
particularly significant in emerging markets like Nigeria, where firms often operate in environments characterized by high volatility
and uncertainty. Recent studies have indicated that effective hedging strategies can lead to improved firm performance by reducing
the cost of capital and enhancing the overall value of the firm (Adeleke et al., 2021; Okwu et al., 2022). By aligning with the M&M
theorem, these findings suggest that while the capital structure may not directly influence firm value, the strategic use of hedging
can create value by mitigating risks that could otherwise impair cash flows and investment returns.

This paper aims to explore the implications of the Modigliani and Miller theorem in the context of cash flow and investment hedging
practices among listed firms in Nigeria. It will examine how these hedging strategies contribute to firm value, considering the unique
economic and regulatory landscape of the Nigerian market. By integrating recent empirical evidence and theoretical insights, this
study seeks to provide a comprehensive understanding of the interplay between hedging, capital structure, and firm value in an
emerging market setting.

Empirical Review

Ibrahim and Nwankwo (2023) assessed the influence of hedge accounting on the financial performance of listed firms in Nigeria.
The independent variable: Hedge accounting whiles the dependent variable financial performance measured by return on assets.
Secondary data was gathered from the annual reports of 30 listed firms from 2017 to 2021. The study utilized panel data analysis to
evaluate the impact of hedge accounting on financial performance. The findings revealed that hedge accounting significantly
improves financial performance, particularly in volatile market conditions. The study concluded that hedge accounting serves as a
vital tool for enhancing financial performance in Nigerian firms. The authors suggested that firms should invest in training for their
finance teams to better understand and implement hedge accounting strategies.

Okeke and Bello (2023) analyzed the impact of hedge accounting on the investment decisions of stakeholders in Nigerian listed
firms. The independent variable: Hedge accounting whiles investment decisions (measured by capital expenditure). Data was
collected through surveys and financial statements of 35 listed firms from 2016 to 2022. The study utilized structural equation
modeling (SEM) for data analysis. The results showed that hedge accounting positively influences investment decisions, leading to
increased capital expenditure. The study concluded that hedge accounting enhances stakeholder confidence, thereby influencing
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investment decisions favourably. The authors recommended that firms should enhance transparency in their hedge accounting
practices to attract more investments.

Chinonso and Ifeoma (2023) assessed the impact of hedge accounting on the profitability of listed firms in Nigeria. The independent
variable: Hedge accounting whiles profitability (measured by net profit margin). Data was collected from the annual reports of 40
listed firms from 2016 to 2022. The study employed ordinary least squares (OLS) regression for data analysis. The findings indicated
a positive relationship between hedge accounting and profitability, suggesting that firms employing hedge accounting strategies
achieve higher profit margins. The study concluded that hedge accounting is a significant factor in enhancing profitability for
Nigerian firms. The authors recommended that firms should implement effective hedge accounting strategies to boost profitability.

Ogunleye and Adeyemi (2022) investigated the impact of hedge accounting on the firm value of listed companies in Nigeria. The
independent variable: Hedge accounting practices while the firm value measured by market capitalization. Data was collected from
the financial statements of 50 listed firms over a five-year period (2016-2020) and through structured questionnaires distributed to
financial managers. The study employed multiple regression analysis to determine the relationship between hedge accounting and
firm value. The results indicated a positive relationship between hedge accounting practices and firm value, suggesting that firms
utilizing hedge accounting tend to have higher market capitalization. The study concluded that effective hedge accounting practices
enhance firm value by reducing financial risk and increasing investor confidence. The authors recommended that firms adopt
comprehensive hedge accounting policies to maximize their market value.

Afolabi and Chukwu (2022) evaluated the effect of hedge accounting on the overall financial stability of listed firms in Nigeria. The
independent variable: Hedge accounting whiles dependent variable: Financial stability (measured by debt-to-equity ratio). Data was
collected from the financial reports of 25 listed firms from 2015 to 2020. The study used descriptive statistics and regression analysis
to analyze the data. The findings indicated that hedge accounting significantly contributes to financial stability by reducing the
volatility of earnings. The study concluded that hedge accounting is essential for maintaining financial stability in Nigerian firms.
The authors recommended that firms should adopt hedge accounting practices to mitigate financial risks.

Adetola and Nwafor (2022) explored the impact of hedge accounting on the liquidity of listed firms in Nigeria. The independent
variable: Hedge accounting whiles liquidity (measured by current ratio). Data was collected from the financial statements of 30 listed
firms from 2017 to 2021. The study utilized regression analysis to assess the relationship between hedge accounting and liquidity.
The results showed that hedge accounting significantly improves liquidity, allowing firms to better manage their short-term
obligations. The study concluded that hedge accounting is beneficial for enhancing liquidity in Nigerian firms. The authors
recommended that firms should adopt hedge accounting practices to improve their liquidity positions.

Emeka and Chika (2022) analyzed the relationship between hedge accounting and corporate governance in Nigerian listed firms.
The independent variable: Hedge accounting whiles the dependent variable; corporate governance (measured by governance index).
Data was collected through surveys and financial reports of 30 listed firms from 2016 to 2021. The study employed logistic regression
analysis to evaluate the relationship. The findings indicated that effective hedge accounting practices are associated with better
corporate governance, leading to improved firm value. The study concluded that hedge accounting contributes positively to corporate
governance in Nigerian firms. The authors recommended that firms should enhance their hedge accounting practices to strengthen
corporate governance frameworks.

Obinna and Nneka (2021) evaluated the effect of hedge accounting on the cost of capital for listed firms in Nigeria. The independent
variable: Hedge accounting whiles the dependent variable is cost of capital. Data was collected from the financial statements of 50
listed firms from 2015 to 2020. The study utilized a two-stage least squares (2SLS) regression analysis. The results showed that
hedge accounting significantly reduces the cost of capital, making it cheaper for firms to finance their operations. The study
concluded that hedge accounting is instrumental in lowering the cost of capital for Nigerian firms. The authors recommended that
firms should adopt hedge accounting practices to optimize their capital structure.

Ojo and Eze (2021) explored the relationship between hedge accounting and the stock prices of listed firms in Nigeria. The
independent variable: Hedge accounting whiles dependent variable: Stock prices. Data was collected from the Nigerian Stock
Exchange and financial statements of 40 firms over a four-year period (2018-2021). The study employed correlation analysis to
assess the relationship between hedge accounting and stock prices. The analysis showed a strong positive correlation between hedge
accounting and stock prices, indicating that firms using hedge accounting strategies tend to have higher stock prices. The study
concluded that hedge accounting positively influences stock prices, thereby enhancing firm value. The authors recommended that
firms should communicate their hedge accounting strategies to investors to boost market confidence.

Nwosu and Uche (2021) investigated the role of hedge accounting in risk management and its effect on firm value in Nigeria. The

independent variable: Hedge accounting whiles firm value (measured by Tobin’s Q). Data was collected from the financial statements

of 45 listed firms over a six-year period (2015-2020). The study employed a fixed-effects model for panel data analysis. The findings

L./
www.ijeais.org/ijamsr

364



International Journal of Academic Management Science Research (IJAMSR)
ISSN: 2643-900X

Vol. 9 Issue 3 March - 2025, Pages: 360-369
_________________________________________________________________________________________________________________________________________________|

indicated that hedge accounting plays a significant role in risk management, which in turn positively affects firm value. The study
concluded that effective hedge accounting practices are crucial for enhancing firm value through improved risk management. The
authors suggested that firms should integrate hedge accounting into their overall risk management strategies.

Gaps in Literature: Despite the growing interest in hedge accounting and its implications for financial reporting, there remains a
significant gap in the literature regarding its impact on the firm value of listed companies in Nigeria. While some studies have
explored the general effects of financial derivatives on firm performance (Ogunleye & Adebayo, 2021; Okwu & Okwu, 2020),
specific investigations into hedge accounting practices and their direct influence on firm value are limited. Most existing research
focuses on developed markets, leaving a gap in empirical studies that specifically address the Nigerian context. The unique economic,
regulatory, and market conditions in Nigeria may yield different results compared to findings from other regions (Adebayo &
Ogunleye, 2022). The adoption of International Financial Reporting Standards (IFRS) in Nigeria has introduced new complexities
in hedge accounting. However, studies examining how these regulations affect firm value through hedge accounting practices are
scarce (Ibrahim & Adebayo, 2023). Few longitudinal studies have been conducted to assess the long-term effects of hedge accounting
on firm value. Most existing studies are cross-sectional, which limits the understanding of how hedge accounting practices influence
firm value over time (Ogunleye, 2022).

Research Methodology

Ex-Post Factor research design was used in this study, fifteen (15) listed firms was randomly selected and companies listed on the
Nigeria Exchange Group (NGX) annual reports and accounts must provide secondary data for the period of 2015-2024. This inquiry
employed quantitative data analysis. Analysis of the independent-dependent connection was done using correlation analysis and
descriptive statistics. Correlation matrix, Pedroni panel cointegration test, and panel unit root test followed by the panel least squares
multiple regression analysis, E-VIEW 9.0 was utilised. The model was designed to identify the major influence of hedge accounting
proxied with Cash Flow Hedging (CFH) and Investment Hedging (IH) on firm value as measured by Market Capitalization (MKTC),
is formulated as follows;
MKTC = f(CFH, IH)
OP=po + p1CFH + :IH +E
Where; E = Error Term, o = Intercept and ; — B> = Coeftficient of the Independent Variables.
The a priori expectation is Bi, P2, is lesser or greater than 0.

Results and Discussion

Table 4.1: Descriptive Statistics Qutput

MKTC CFH IH
Mean 3.045606 10.52946 1.449954
Median 0.047566 10.71961 1.477121
Maximum 13.35961 12.05345 1.812913
Minimum -2.603597 0.000000 0.477121
Std. Dev. 6.247461 1.250912 0.243161
Skewness 9.122028 -6.113027 -1.082866
Kurtosis 7.825062 5.106310 4.593787
Jarque-Bera 61925.10 20496.15 60.25458
Probability 0.000000 0.000000 0.000000
Sum -609.1211 2105.893 289.9907
Sum Sq. Dev. 139480.1 311.3912 11.76630
Observations 150 150 150

Source: Extracted from E-VIEW Outputs, 2024

Table 4.1 shows 150 observations for hedge accounting proxied CFH and IH whil dependent variable; firm value measured with
MKTC for 15 NGX listed companies from 2015 to 2024. MKTC has the minimum and highest values were -2.6036 and 13.3596,
while the mean and Std. Dev. were 3.0456 and 6.2475. MKTC grew steadily during evaluation since the mean value was lower than
the Std. Dev. Minimum and maximum CFH values were 0.0000 and 12.0535. CFH a mean and Std. Dev. of 10.5295 and 1.2509, the
mean value is larger than the Std. Dev., indicating that the NGX listed companies have grown. IH ranged from 0.4771 to 1.8129. IH
has a mean of 1.4500 and a Std. Dev. of 0.2432.

Table 4.2:

Correlation Output

MKTC

CFH

IH

MKTC

1.000000
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CFH 0.132324 1.000000
IH 0.172270 0.421794 1.000000
Source: Extracted from E-VIEW Outputs, 2024

In Table 4.2, CFH and MKTC have a substantial positive connection (r=0.1323), which is greater than 0.05. The correlation
coefficient of CFH shows that CFH affects MKTC of listed firms. I[H and MKTC have a high positive association (r=0.1723). This
indicates that IH has positive and strong correlation with MKTC of listed firms in Nigeria.

Table 4.3: Panel Unit Root Test Result
Listed Firms
Variables | Method Statistics | Probability | @Ist Check for
Diff. Stationary
MKT Levin, Lin & Chu Test -9.12053 0.0000 I(1) Stationary
Im Pesaran and Shin W-Test -4.02894 0.0000 1(1) Stationary
Augmented Dicker-Fuller’s Test 91.7507 0.0000 1(1) Stationary
PP Fisher Test 191.734 0.0000 I(1) Stationary
CFH Levin, Lin & Chu Test -7.19439 0.0000 1(1) Stationary
Im Pesaran and Shin W-Test -3.97281 0.0000 I(1) Stationary
Augmented Dicker-Fuller’s Test 88.1660 0.0000 1(1) Stationary
PP Fisher Test 146.833 0.0000 1(1) Stationary
IH Levin, Lin & Chu Test -22.6950 0.0000 I(1) Stationary
Im Pesaran and Shin W-Test -187.549 0.0000 I(1) Stationary
Augmented Dicker-Fuller’s Test 377.484 0.0000 1(1) Stationary
PP Fisher Test 313.999 0.0000 I(1) Stationary

Source: E-Views 9.0 Output (2024).

Table 4.3 shows the panel unit root test results for the independent variables CFH, IH and the dependent variable MKTC for the 15
listed companies listed in the NGX. Null hypothesis: data is not steady. If the Levin, Lin & Chu Test, Im Pesaran and Shin W-Test,
Augmented Dicker-Fuller's Test, and PP Fisher Test yielded probability values below the critical value at any significance level,
reject the null hypothesis. As shown in Table 4.3, Levin, Lin & Chu Test, Im Pesaran and Shin W-Test, Augmented Dicker-Fuller's
Test, and PP Fisher Test for 15 listed companies have probability values below 0.05. Thus, we reject the null hypothesis that the data
is not stable and the data series are normally distributed and suited multiple regression.

Table 4.4: Pedroni Panel Cointegration Test Results
Listed Firms

Panel Statistics Group Statistics
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Panel Statistics Probability Group Statistics Probability
v-Statistic -5.166495 1.0000 rho-Statistic 7121377 1.0000
rho-Statistic 5.464085 1.0000 PP-Statistic -16.34565 0.0000
PP-Statistic -22.37663 0.0000 ADF-Statistic -4.750572 0.0000
ADF-Statistic -4.884015 0.0000

Source: E-VIEW, 9.0 Outputs, 2024.

Pedroni panel cointegration test results for panel and group Statistics with denotes statistical significance at 5% (0.05). Table 4.4
shows that panel statistics coefficients for v, panel PP, panel ADF, and group PP statistics and ADF were significant at 5%. All panel
v, panel PP, and group PP and panel and group ADF values were statistically significant, rejecting the null hypothesis of no
cointegration. Thus, panel cointegration tests indicate a long-term link between the variables. It helped solve the unit root test
problem because the ADF has a probability smaller than 0.05, indicating that the data are stationary and suitable for multiple
regression.

Table 4.5: Redundant Fixed Effects Tests and Correlated Hausman Test

Redundant Fixed Effects Tests
Equation: Untitled
Test cross-section fixed effects
|
[
Effects Test Statistic d.f. Prob.
|
[
Cross-section F 2.589319 (19,172) 0.0006
Cross-section Chi-square 49.808779 19 0.0001
I
Correlated Random Effects - Hausman Test
Equation: Untitled |
Test cross-section random effects
I
[
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
I
[
Cross-section random 7.168613 6 0.0720
[

Source: Extracted from E-VIEW Outputs, 2024.

This research uses panel data in Table 4.5 to decide whether to analyse data using a fixed effect or a random effect. The fixed effect
model suits this research, because the fixed effect's p-value is 0.0001, much below the acknowledged threshold of significance of
0.05, and its Chi-Square is 49.8088, which is more than 10, it was selected. This suggests that the optimal outcome for the panel data
of the 15 listed companies included in the study is the Random Effects OLS result.

Table 4.6: Fixed Effect Pooled Regression
Dependent Variable: MKTC

Variable Coefficient Std. Error t-Statistic Prob.
C -7.137978 7.381541  -0.967004 0.3349
CFH 0.572209 0.226082 2.530980 0.0211
IH 0.008735 0.004202 2.078457 0.0392

Source: Extracted from E-VIEW Outputs, 2024.

In Table 4.6, the regression coefficients for CFH and MKTC for listed firms is 0.5722, which indicate that CFH positively impacted
by MKTC. Furthermore strong and positive was the CFH-MKTC link. At 0.0392, the p-value is both above and below the 95%
confidence interval. This implies a relationship between CFH and MKTC of listed companies. This demonstrates that CFH has a
significant impact on MKTC of companies listed in Nigeria and that a company's reported MKTC increases with its CFH. This is
line with the findings of Afolabi and Chukwu (2022), Ogunleye and Adeyemi (2022) and Chinonso and Ifeoma (2023)
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Finally, illustrates how IH impacts firm value, particularly MKTC. The p-value of 0.0392 and the positive coefficient of 0.0087 for
IH indicated significance. The p-value of (0.0392) demonstrates how IH influences the MKTC of listed firms in Nigeria. So, the
MKTC of Nigerian listed firms is impacted by the IH. The evidence supports the fitter thesis, which holds that prosperous
organisations expand and thrive in the marketplace whereas unprofitable businesses continue to exist due to poor performance. This
is in agreement with the findings of Chinonso and Ifeoma (2023) and Afolabi and Chukwu (2022).

Conclusion and Recommendations

Hedge accounting is a useful financial reporting accommodation that is not as complex and particularly useful for organizations that

experience financial statement volatility today as a result of using derivatives to hedge underlying financial and/or non-financial

risks or expect to do so in the future. This study examined the relationship between hedge accounting and firm value of listed firms

in Nigeria. Hedge accounting proxied with Cash Flow Hedging (CFH) and Investment Hedging (IH) was examined in relation to

firm value as measured by Market Capitalization (MKTC). The findings revealed that CFH and IH have significant effect on MKTC

of listed firms in Nigeria. From the above this study concluded that there is significant relationship between hedge accounting and

firm value of listed firms in Nigeria. The study therefore recommended that hedge accounting should be integrated to the operational

objectives of listed firms.
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