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Abstract 

The inexus ibetween imonetary ipolicy iand ieconomic igrowth istabilization ihave ibeenia imajor iconcern iin 

ieconomics iresearch icontext.This ipaper iattempted ito ibridge ithe iknowledge igap ithrough iinvestigating 

imonetary ipolicy iinstruments iand ieconomic igrowth(1981-2019): in iNigeria.iThe study iemployed iOrdinary 

iLeast iSquare ianalysis iapproach iand ialso iconducted iAugmented iDickey-Fuller unit root,iJohansen iCo-

integration iand Granger causality itest ito estimate the ilong-run irelationship ibetween ithe GDPiand 

iexplanatory variables.iAnnual itime iseries idata ion imonetary ipolicy ivariables iand iGross iDomestic iProduct 

i(GDP) iwere isourced ifrom iCentral iBank iof iNigeria i(CBN) istatistical ibulletin i2019 iedition. iFindings iof ithis 

istudy irevealed ithat ibank icredit ito iprivate isector, iexternal idebt iand iexchange irate iwere imonetary ipolicy 

iinstruments icapable iof istimulating ieconomic igrowth iand idevelopment iin iNigeria.iHowever, iTreasury ibill 

iand iinterest irate ihave iinverse andinsignificant iinfluence ion iNigeria’s ieconomic igrowth. iThe istudy 

itherefore irecommends ithat: iCentral iBank iof iNigeria ineeds ito ireconsider iand iapply imonetary ipolicy ito 

iboost ieconomic igrowth iby iemploying ithe imost ieffective iinstrument isuch ias ibank icredits ito iprivate isector 

iand iexchange rate in order to uphold macroeconomics objectives iand sustainable economic development 

on a ilong irun.iAlso, iefforts ishould ibe iput iin iplace ito iensure ithat commercial banks ifollow iCentral iBank’s 

iguidelines ifor ifinancial iintermediation. 

Keywords: iMonetary ipolicy, Credits to private sector, External debt, Exchange rate and GDP. 

 

1.1 INTRODUCTION 

iMonetary ipolicy iis isaddled iwith ithe iuse iof financial iinstruments ito iregulate ior icontrol ivolume, icost, iavailability iand idirection 

iof imoney iand icredit iin ian ieconomy ito iachieve imacroeconomic iobjectives isuch ias; iprice istability, ifull iemployment iand 

isustainable ieconomic igrowth i(Adegbite i& iAlabi, i2013).It impacts macroeconomic variables such as; stability of market prices, 
creation of employment, increase in real national income (GDP) and stability of balance of payment in many nation. i(Srithilat i& 

iSun, i2017; iAnowor i& iOkorie, i2016; iPrecious, i2014).iAs ia itechnique iof ieconomic imanagement, imonetary ipolicy iis igeared 

itoward iachieving ithe ieconomic igrowth iof ian ieconomy. iThe ipolicy ihas ito ido iwith ithe iregulation iof imoney isupply, iinflationary 

irate, iinterest irate ion icredit, iexternal idebts iand iprice iindex.iAccording ito iAdigwe, iEchekoba iand iOnyeagba i(2015), idespite ithe 

ivarious imonetary iregimes ithat ihave ibeen iadopted iby ithe iCentral iBank iof iNigeria iover ithe iyears, iinflation istill iremains ia imajor 

ithreat ito iNigeria’s ieconomic igrowth. iNigeria ihas iexperienced ihigh ivolatility iin iinflation irates. iSince ithe iearly i1970’s, ithere 

ihave ibeen imore ithan ithree imajor iepisodes iof ihigh iinflation iin iexcess iof i30 ipercent.iThe igrowth iof imoney isupply iis icorrelated 

iwith ithis ihigh iinflation iepisode ibecause imoney igrowth iwas ioften iin iexcess iof ireal ieconomic igrowth.In iNigeria, imonetary 

ipolicy iappeared ito ihave isome iset-backs; ibecause iof iinconsistent igovernment ipolicy, iinability ito iimplement ithe iformulated 

ipolicies, ipolitical iand ieconomic iinstability, iabsence iof iworkable ilong-term idevelopment iplans, iand icorruption iat iall ilevels iof 

igovernmenti(Ahmad, iAfzal i& iGhani, i2016).iThe imonetarists ibase itheir iviews ion imoney isupply ias ithe ikey ifactor iaffecting ithe 

iwellbeing iof ithe ieconomy.They ibelieve ithatian iincrease iin imoney isupply iwill ilead ito ian iincrease iin inominal idemand, iand 

iwhere ithere iis iexcess icapacity ithey ibelieve ithat ioutput iwill ibe iincreased. 

Monetary ipolicyas a technique of economics management is aimed at bringing sustainability economic growth and 

development. This has been the pursuit of nations, ias iobserved iby iOnyewui(2012)and formal formal articulation of how money 

affects economic aggregates. Economic growth could be defined as the increase in the amount of goods and services in a given 

country at a particular time. Broadly, economics growth implies raising the standard of living of the people and reducing 
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inequalities of income distribution (Ufoeze ietial., i2018). iIn icontrast, iif ithe ieconomy iis ishowing isigns iof ioverheating iand 

iinflation ipressures iare ibuilding, ithe iCentral iBank iwill ibe iinclined ito icounter ithese ipressures iby itightening ithe ieconomy 

ithrough imonetary ipolicy ito ibring igrowth iin iaggregate idemand ibelow ithat iof ithe ieconomy's ipotential ito iproduce ifor ias ilong ias 

is inecessary ito idefuse ithe iinflationary ipressures iand iput ithe ieconomy ion ia ipath ito isustainable iexpansion. iWhile ithese ipolicy 

ichoices iseem ireasonably istraightforward, imonetary ipolicy imakers iroutinely iface icertain inotable iuncertainties.iEconomic 

igrowth iis ialso ilargely iattributed ito ireal ishocks ithat iare ilinked ito itechnological iprogress iand icannot ibe ieffectively ioffset iby 

imonetary ipolicy i(Lucas, i2003).I 

This ipostulation iisbuttressed existing studies proposing that monetary policy constitute a limited influence or not really capable 

of driving economic growth in a long run(Asongu, i2014; iArestis, i2007).iThe iresults of both theoretical and empirical literature 

on the role of monetary policy instrument in stimulate economic growth has not universally generalizable and remain variant, 

inconsistentiand remain inconclusive (Twinoburyo i& iOdhiambo, i2017; iWhite, i2013) iamong iothers.iHowever,ambiguity notion 

about monetary policy and economic growth in developing countries has not been settled. Some istudies isuggested ithat ia 

imonetary ipolicy iimpetus ito ispur igrowth iis ilikely ito ibe iinflationary, ihaving ia icountervailing ieffecti(Berg iet ial., i2013).iLikewise, 
weak connection between monetary policy, inflation and economic growth was reported in developing countries to be precise 

i(Twinoburyo i& iOdhiambo, i2017; iMonteil, iAdam i& iO’Conell, i2012).iIn iaddition, isome istudies iconfirm ia iweakening 

irelationship ibetween imoney isupply iand ipolicy iobjectives i(International iMonetary iFund i[IMF, i2014]; iWhite, i2013). iIn isome 

iinstances, ithe iappropriateness iand irelevance iof imonetary ipolicy ihas ibeen iquestioned, iparticularly ifor isome ideveloping 

icountries iwith ilarge iinformal isectors, ia ipoorly iintegrated ifinancial isector, iand ilow ifinancial idevelopment iand iwhere ithe ifiscal 

ipolicy iplays ithe idominant irole iin ithe ieconomy.iHow imonetary iinstruments ican ibe iof ihelp ito istabilize iNigerian ieconomy iis iof 

iimmense iconcern ito ipolicy imakers, iacademics iand hence, the iiquestfor ithis istudy. 

Asia imatter iof ifact, icould ibetter ieconomic igrowth iand idevelopment ibe iattributed ito iappropriate imonetary ipolicy ior  

iineffectiveness iof imonetary ipolicy iinstruments iis ias ia iresult iof idecline iin ieconomy? What imeasures iare ito ibe iconsidered iif 

imonetary ipolicy iwould ibe ieffective iin ibringing iabout isustainable igrowth ivis-á-vis iNigerian ieconomy?iBasically, iresults ifrom 

ithe iempirical istudies iin iNigeria ion ilinkage ibetween imonetary ipolicy iinstruments iand ieconomic igrowth iremain iinconsistent, 

ivariant ior ieven isparse iinformation istill iexist ion istudies iconducted iwith ithe iinclusion iof iprevious iyear idata iand iyet iuniversally 

igeneralized.iFor iinstance, iOnwuteaka, iOkoye iand iMolokwu i(2019), studied effect of monetary policy and economic growth in 

Nigeria within 1980-2017: an ARDL analysis approach.iIt iwas ireported ithat iM2, iinterest irate ion icredit, iinfrastructure iand 

iexternal idebt iwere istatistically isignificant ion ieconomic igrowth iwhile iother ivariables iused iin ithe istudy iwere iall ifound ito ibe 

istatistically iinsignificant iin iexplaining ithe igrowth irate iof ithe iNigerian ieconomy.iLikewise, iUfoeze iet ial., i(2018) iinvestigated 

ithe ieffect iof imonetary ipolicy ion ieconomic igrowth iin iNigeria i(1986-2016) iusing iOLS itechnique iand ialso iconducted ithe iunit 

iroot iand ico-integration itests.iLogarithm iof iGDP iwas iused iagainst imonetary ipolicy irate, iM2, iexchange irate, ilending irate iand 

iinvestment. It was revealed that irevealed thatimonetary ipolicy, iinterest rate iand iinvestment constitute statistically not 

significant having positive influence on Nigeria economic growth.iWhile, iM2 ihas isignificant ipositive ieffect ion iNigeria 

ieconomy. 

Meanwhile, iin iorder ito idetermine the ieffectiveness iof imonetary ipolicy iinstrument ion iNigerian ieconomy, iit ibecomes iimperative 

ito imakeian iin-depth ilook iat imonetary ipolicy iinstrument ivariables icapable iof iboosting ieconomic igrowth iin 

iNigeria.iConsiderable iattention ihave ibeen idevoted ito ievaluate imonetary ipolicy iinstruments iand itheir ieffects ion ieconomic 

igrowth.iMost istudies iwe ihave ion imonetary ipolicy iinstruments iwere iconcentrated imost iespecially ion imoney isupply, iinflation 

iwhere ias, iother imonetary ivariables isuch ias ibank icredit ito iprivate isector, itreasury ibills iwere sidelined and iless 

istudied.iHowever, ibank icredits ito iprivate isector ireceived ilittle iattention iin ispite iof ithe ifact ithat iit iis ian iimportant imonetary 

ivariable icapable ito ipropel ieconomic igrowth iof ia ination.iAgainst ithis ibackdrop, ithis istudy iis iof ikeen iinterest ito ibridge ithe igap 

iby iinvestigating imonetary ipolicy iinstruments iand ieconomic igrowth i(1981-2019): ithe iNigerian iexperience iusing iTreasury ibill, 

iexternal idebt, iexchange irate, icredit ito iprivate isector iand iinterest irate ias ivariables iof imonetary ipolicy iwhile iGross iDomestic 

iProduct iwas iused ito imeasure ithe ieconomic igrowth iof iNigeria. 

 
2.1 LITERATURE iREVIEW i 

2.2 Conceptual iReview 

The iterm imonetary ipolicy ihas ibeen idefinediby iexperts and institutions ifrom imany iperspectives.iAccording ito iCBN i(2016), 

imonetary ipolicy iconcept iwas idefined ias i“Any ipolicy imeasure idesigned iby ithe ifederal igovernment ithrough ithe iCBN ito icontrol 

icost iavailability iand isupply iof icredit.iIt ialso ireferred ito ias ithe iregulation iof imoney isupply iand iinterest irate iby ithe iCBN iiniorder 



ito icontrol iinflation iand ito istabilize ithe icurrency iflow iin ian ieconomy.Monetary ipolicy iis ithe ideliberate iuse iof 

imonetaryiinstrumentsi(direct iand iindirect) iat ithe idisposal iof imonetary iauthorities isuch ias icentral ibank iin iorder ito iachieve 

imacroeconomic istability. iMonetary ipolicy iis iessentially ithe itool ifor iexecuting ithe imandate iof imonetary iand iprice istability.  

iMonetary ipolicy iis iessentially ia iprogramme iof iaction iundertaken iby ithe imonetary iauthorities, igenerally ithe icentral ibank, ito 

icontrol iand iregulate ithe isupply iof imoney iwith ithe ipublic iand ithe iflow iof icredit iwith ia iview ito iachieving ipredetermined 

imacroeconomic igoals i(Dwivedi, i2005) ias icited i(Ufoeze iet ial., i2018).iMonetary ipolicy iis ione iof ithe itools iof icontrolling imoney 

isupply iin ian ieconomy iof ia ination iby ithe imonetary iauthorities iin iorder ito iachieve ia idesirable ieconomic igrowth.iGovernments 

itry ito icontrol ithe imoney isupply ibecause imost igovernments ibelieve ithat iits irate iof igrowth ihas ian ieffect ion ithe irate iof 

iinflation.iHence, imonetary ipolicy icomprises ithose igovernment iactions idesigned ito iinfluence ithe ibehavior iof ithe imonetary 

isector.iMonetary ipolicies iare ieffective ionly iwhen ieconomies iare icharacterized iby iwell-developed imoney iand ifinancial imarkets 

ilike ideveloped ieconomies iof ithe iworld.iThis iis iwhere ia ideliberate ichange iin imonetary ivariables iinfluences ithe imovement iof 

imany iother ivariables iin ithe imonetary isector.iHowever, ieconomic igrowth iis ia isustained irise iin ithe ioutput iof igoods, iservices iand 

iemployment iopportunities iwith ithe isole iaim iof iimproving ithe ieconomic iand ifinancial iwelfare iof ithe icitizen’s iEconomic 

igrowth ias ian iincrease iin ia icountry’s iproductive icapacity, iidentifiable iby ia isustained irise iin ireal inational iincome.iThe ieconomic 

igrowth iis ian iimportant iissue iin ieconomics iand iis iconsidered ias ione iof ithe inecessary iconditions ito iachieve ibetter ioutcomes ion 

isocial iwelfare, iwhich iis ithe imain iobjective iof ieconomic ipolicy.iIt iis ian iessential iingredient ifor isustainable 

idevelopment.iEconomic igrowth iin ia icountry iis iproxy iby iGross iDomestic iProduct i(GDP).iThus, iin ithis istudy, iit iis 

iconceptualized ias ithe imonetary ivalue iof iall igoods iand iservices iproduced iin ian ieconomy iover ia ispecified iperiod, iusually ione 

iyear i(Andabai, iIkeora i& iAnah, i2019). 

2.3 Theoretical iReview i 

There are various theories postulated on monetary policy instrument and economic growth. Therefore, Keynesian Theory and 

Monetarist Theory were the theories in which this study rest on. 

Keynesian general theory was postulated amidst depression economy in United Kingdom in the year 1936. Keynesian theory is 

of the view that an increase in money supply leads to a fall in interest rate to induce the public to hold additional money 

balances. Therefore, decrease in interest rate could be promote investment. However, increase in investment resulted to rise in 

income level/output multiplier which can promote economy and macroeconomics objectives. Hence, monetary policy affect 

nation economy invariably through their influences on investment and interest rate. Meanwhile, Keynesian transmission 

mechanism is considered with a highly detailed building up of aggregate demand coupled with a detailed specification of 

portfolio adjustment process that connect pivotal role to interest with a inverse connection between monetary policy and fiscal 

demand. Basically, the role of money was emphasized by the Keynesian monetary mechanism, rather it involve an ancillary 
linkage of money with aggregate demand through the interest rate as it was shown below;  

OMO-R-MS-r-I-GNP 

Where; OMO is denoted by Open Market Operation 

R indicate Commercial Bank Reserve 

MS indicate Stock of Money 

r = Interest rate 

I denote Investment 

GNP indicate Gross National Product 
 

 

 

 

For better clarification, there is an open market acquisition of government securities by Central Bank of Nigeria when the 

economy is at equilibrium at the initial state, Open Market Operation (OMO) will cause an increase in commercial banks 

reserve (r) and propel the bank reserve. Banks then operate to recover desired ratio through an extension of new loan or by 

expanding bank credits in another way. Meanwhile, new loan cause new demand deposits, thereby bring about an increase in 
the money supply. Fall in general level of interest rate (r) is associated with rise in money supply. Decline in interest rate affect 

deposit money banks performance, stimulate investment and ensure profit envisaged by business personnel’s. Successive round 

of final demand spending by GNP is as a result of induced investment expenditure to rise by a multiple of the ithnitial change in 

investment. Also, an increase in general level of interest rate is caused by decline in money supply thereby increasing 

commercial banks profitability (Jhingan, 2010).iHowever, imonetarist itheory icame ito ithe ifore iin ithe i1950s, idrawing iits 

icornerstone ifrom ithe iQTM iand iassuming ithat ivelocity iin ithe iquantity itheory iof imoney iis igenerally istable, iwhich iimplies ithat 

inominal iincome iis ilargely ia ifunction iof ithe imoney isupply.iMonetarist iupheld ithe iprinciple iof itrade-off ibetween iinflation iand 

ioutput ibut ireformulated ithe iPhilips icurve iin iterms iof ireal iwage iand inot inominal iwages i(Gottschalk, i2005). iEquilibrium iin 

ilabour imarket iis iobtained iat inatural irate iand iassumptions iof isticky iwages iprevail. iThe inominal irigidities iin iwages iand iprices 

iimply ithat imonetary ipolicy iaffects ireal iincome iin ithe ishort irun i(stabilization); ian iincrease iin imoney istock iwould ihave 

itemporary iincrease iin ireal ioutput i(GDP) iand iemployment iin ithe ishort irun, ibut ino iimpact iin ilong irun idue ito 



icountervailingieffect iof ian iincrease iin ithe igeneral iprice.iMoney isupply iin ithe ilong irun iis iinflationary, ithus itheory iassumed 

ilong-run imonetary ineutrality.iThere iis isubstantial ievidence ifound iin ieven irecent iliterature ito isupport ithis i(Nogueira, 

i2009).iSymbolically, itheFiguratively, concept of money transmission mechanism can be summarized as; OMO-MS-spending-

GNP. The arguments of monetarist dwell on old quantity theory of money. Variation in money supply will directly affect 

prices, output or national income (GNP) if speed of money in circulation is constant. 

 

2.4 Empirical iReview 

Andabai, iIkeora iand iAnahi(2019) iexamined ithe iimpact iof imonetary ipolicy ion ieconomic igrowth iin iNigeria; ifor ithe iperiod 

i1990-2017. iSecondary idata iwere icollected ifrom ithe iCentral iBank iof iNigeria iStatistical iBulletin.iThe istudy iused iGross 

iDomestic iProduct ias iproxy ifor ieconomic igrowth iand iemployed ias ithe idependent ivariable; iwhereas, imonetary ipolicy irate, 

iliquidity irate iand iTreasury iBills irespectively iwere iused ias ithe iexplanatory ivariables ito imeasure imonetary ipolicy.iHypotheses 

iformulated iwere itested iusing iOrdinary iLeast iSquare i(OLS) itechniques.iThe istudy irevealed ia isignificant iimpact iof iTreasury 

iBills ion iGross iDomestic iProduct iin iNigeria.iLiquidity iratio ihad ia isignificant iimpact ion iGross iDomestic iProduct iin 

iNigeria.iMonetary ipolicy irate ihad ia isignificant iimpact ion iGross iDomestic iProduct iin iNigeria.iThe icoefficient iof idetermination 

iindicated ithat iabout i62% iof ithe ivariations iin iprivate isector iof ithe ieconomy ican ibe iexplained iby ichanges iin imonetary ipolicy 

ivariables.iThe istudy iconcluded ithat imonetary ipolicy ihad iimpacted isignificantly ion iprivate isector igrowth iin iNigeria.iThe istudy 

irecommended ithat ipolicy imakers ishould istrong ieconomic ipolicies ithat iwill imaintain iand istabilize ithe ieconomy.iCBN ishould 

ilay idown istrict iprudential iguidelines ito istabilize iand istrengthen ithe ieconomy.iThe iCBN ishould ireview ithe iMonetary iPolicy 

iRate idownwards iso ias ito ireduce ithe icost iof icredit iand iincrease ithe iflow iof iinvestible ifunds ito ithe ieconomy. 

Ufoeze, iOdimgbe, iEzeabalisi iand iAlajekwui(2018) iinvestigatedthe effect of monetary policy on economic growth in 

Nigeria.The inatural ilog iof ithe Gross Domestic Product was employed as the explainedvariable against monetary predictors 

variables; imonetary ipolicy irate, M2, real exchange rate, ilending irate iand iinvestment.iThe itime iseries idata iis ithe imarket-

controlled iperiod icovering i1986 ito i2016.iThe istudy iadopted ian iOrdinary iLeast iSquared itechnique iand ialso iconducted ithe iunit 

iroot iand ico-integration itests. It was showed that ilong-run relationshipiexists between the variables. It was also revealed that 

interest rate,imonetary ipolicy irate iand iinvestment is statistically insignifiant with a positive effect on Nigeria economic 

growth.iMoney isupply ihowever ihas isignificant ipositive ieffect ion igrowth iin iNigeria. iExchange irate ihas isignificant inegative 

ieffect ion iGDP iin iNigeria.iMoney isupply iand iinvestment igranger icause ieconomic igrowth, iwhile ieconomic igrowth icauses 

iinterest irate iin iNigeria.iOn ithe ioverall, imonetary ipolicy iexplains i98% iof ithe ichanges iin ieconomic igrowth iin iNigeria.iThus, the 

study established that monetary policy can be used to control macroeconomics objectives that can ensure price stability and 

increase national output. 

Nwoko, iIhemeje, iand iAnumadui(2016) iexamined ithe iextent ito iwhich ithe iCentral iBank iof iNigeria iMonetary iPolicies icould 

ieffectively ibe iused ito ipromote ieconomic igrowth, icovering ithe iperiod iof i1990-2011.iThe iinfluence iof imoney isupply, iaverage 

iprice, iinterest irate iand ilabour iforce iwere itested ion iGross iDomestic iProduct iusing ithe imultiple iregression imodels ias ithe imain 

istatistical itool iof ianalysis.iStudies ishow ithat iCBN iMonetary iPolicy imeasures iare ieffective iin iregulating iboth ithe imonetary iand 

ireal isector iaggregates isuch ias iemployment, iprices, ilevel iof ioutput iand ithe irate iof ieconomic igrowth. iEmpirical ifindings ifrom 

ithis istudy iindicate ithat iaverage iprice iand ilabour iforce ihave isignificant iinfluence ion iGross iDomestic iProduct iwhile imoney 

isupply iwas inot isignificant.iInterest irate iwas inegative iand istatistically isignificant.iIt iis itherefore, irecommended ithat iCentral 

iBank iMonetary iPolicy icould ibe ian ieffective itool ito iencourage iinvestment, ireduce iunemployment, ireduce ilending irate iand 

istabilize ithe ieconomy iof iNigeria. 

3.1 METHODOLOGY i 

This istudy iemployed idescriptive iresearch idesign ito iexamine ithe ieffect iof imonetary ipolicy iinstrument ion ithe igrowth iof 

iNigerian ieconomy ibecause iit ipermitted ithe iresearcher ito itest ispecific ihypotheses iabout ithe idirection iand imagnitude iof 

iinfluences iof ivariables isuch ias iTreasury ibill, iexternal idebt, iexchange irate, ibank icredits ito iprivate isector iand iinterest irate ihave 

ion igross idomestic iproduct.iThis istudy iemployed itime iseries idata; ihence idata ifor ithis istudy iwere iobtained ifrom isecondary 

isources imainly ifrom iCentral iBank iof iNigeria i(CBN) istatistical ibulletin i2019 iedition.iThe ichoice iof isecondary idata iwas idue ito: 

iit iis ifaster, ireduces itime iwastages iin idata igathering, ifrequently iavailable ifor ire-analysis, iit iis inon-reactive, iit ialso ioffers ia 

icomprehensive ibackground iand ireadily iimproves ione’s ilearning icurve.iMeanwhile, iAnowor iand iOkorie i(2016) iemployed ierror 

icorrection imodel iapproach ito iexamine ithe iimpact iof imonetary ipolicy ion ieconomic igrowth iin itheir istudy. 



In iaddition, iUfoeze ietial., i(2018), iadopted ipanel ileast isquare iof isimple iregression ianalysis ibecause, idata isets ion ithe ivariables 

ihave iboth itime iseries iand icross-sectional idimensions.iDue ito ithe iassumed ilinearity inature iof ithe imodel ispecified, iordinary ileast 

isquare i(OLS) imethod iwas iemployed ibased ion iits iBLUE i(best, ilinear, iunbiased, iestimator) iproperties iand ito iobtain ithe 

iintercept iand icoefficients iof ithe imodel.iThe iessence iof ithis itechnique iis idue ito iits iunique ifeature icompared iwith iother 

itechniques iof iestimation iof imodels.iThe imeasure iof ieconomic igrowth ifor ithis istudy iis iGross iDomestic iProduct iwith imonetary 

ipolicy iinstrument ivariables iwhich iincludes; iTreasury ibill, iexternal idebt, iexchange irate, ibank icredits ito iprivate isector iand 

iinterest irate.iEconometrics iviews i(E-views) isoftware iversion i9.0 iwas iadopted ifor ithe ieconometric iand istatistical ianalysis iof ithe 

idata.iFurthermore, iin iorder ito itest ithe istated ihypotheses, imodel ifor ithis istudy iwas iadapted ifrom ithe istudy iof iAndabai iet ial., 

i(2019), iwith islight imodification.iThe imodel iwas ibased ion ithe itheoretical iproposition ithat imonetary ipolicy iinstrument icould 

iserve ias ia ipanacea ito iensure iNigeria ieconomic igrowth.iTherefore, this study model was stated as; i 

GDP = f (TB, EXD, EXCHR, BCPS, INTR)…………..………………….(i) 

Hence, econometrics form of the model is; 

GDP = β0 + β1TB+ β2EXD + β3EXCHR + β4BCPS + β5INTR + µ……..(ii) 

Where; iGDP i= Gross Domestic Product; iTB i= iTreasury ibill; iEXD= iExternal idebt; iEXCHR i= iExchange irate; iBCPS i= iBank 

icredit ito iprivate iSector; iINTR i= iinterest irate; iβ0 i= iConstant iterm, iβ1 i– iβ5 i= iCoefficient iof iexplanatory ivariables; iµ i= ierror 

iterm.iBased ion ia ipriori iexpectation, imonetary ipolicy iinstruments iis iexpected ito ihave ia ipositive ieffect ion iNigerian ieconomic 

igrowth, iin isuch ia iway ithat ithe imonetary ipolicy iinstruments iauthority iutilizes ithem ito imobilize ieconomic igrowth.iThus: iβ1 i> i0, 

iβ2> i0, iβ3 i> i0, iβ4 i> i0 iand iβ5 i> i0. 

 

3.2 RESULTS iAND iDISCUSSION i 

This isection irevealed isecondary idata igathered isolely ion ithe iscientific ipurpose ito ivalidate/refute ithe ialready istated 

ihypotheses.iIt ialso presents the data collected and analyzed these data using the appropriate model constructed in the model 

specification. However, conclusion from the study test and findings were drawn related to the research hypotheses. 

The isummary statistics of variables used was presented iin itable i4.1 ibelow.iFrom ithe itable, iit iwas ishown ithat iexternal idebt 

i(EXD) ihas ithe ilowest imean ivalue iof i14.81440 iand ibank icredits ito iprivate isector i(BCPS) ihas ithe ihighest imean ivalue iof 

i5340.539 ibillion inaira.iMean ivalue iof iGross iDomestic iProduct i(GDP), iTreasury ibill, iinterest irate, iexchange irate iand igross 

idomestic iproducts iwas iestimated ito i879.3473, i17.62256, i94.25879 iand i30559.51 irespectively.iAlso, value of skewness and 

kurtosis of variables in the model was estimated. 

Skewnessmeasurethesymmetryofthehistogramwhilethekurtosisisameasureofthetailshapeofthehistogram.Thebenchmarkforsymm

etricaldistributioni.e.fortheskewnessishowclosethevariableistozerowhile inthecaseofkurtosis,whenitisthree 

iscalledmesokurticbutvalueslowerthanthat iscalledplatykurticandaboveisreferredtoasleptokurtic.Jarque-

Beratestisagoodnessoffitwhichtestwhethersampledatahave 

theskewnessandkurtosismatchinganormaldistribution.Itisateststatisticisalwaysnon-

negative,itisthemeasureofskewnessandkurtosisvaluewithin0and3respectivelywithanormaldistribution.Theestimated Jarque-

Beraresultsconfirmedthenormalcydistributionassumptionofthemodel,hencethevariableshaveanormaldistribution,hence, 

itisanindicationthat it isfeasibletobeforecastedwithhigheraccuracy.Also, 

interestratehastheleaststandarddeviationwiththevalueof4.852signalingthatINTR 

isthemoststablevariableamongallthevariablesevaluated inthisstudy.iWhereas, ibank icredits ito iprivate isector ihas ithe ihighest 

istandard ideviation iwith ithe ivalue iof i7994.584 iindicating ithat iit iis ithe imost ivolatile ivariable.iIn iaddition, inormality itest ishown  

ithat itheiinterest irate iand iexchange irate is normaly distributed ibecause iprobability ivalue iof itheir iJarque-Bera istatistic iis igreater 

ithan i0.05. 

However,theAugmentedDickey-Fuller/stationarity test itest was ipresented in table 4.2.iStationarity itest iis iconductedtoascertain 

ifthevariablesunderconsiderationwerestationary.Thefollowingdecisionrulewastaken;iftheabsolutevalueoftheADFtest 

isgreaterthanthecriticalvalueat5%levelofsignificanceattheorderorzero,oneortwo,itshowsthatvariablesunderconsiderationhaveaun

itrootorotherwise.iStationarity itest iresult iindicated ithat iTreasury ibill iis istationary iat ilevel iand iat ifirst idifference.iAlso, icritical 



ivalues iof iGross iDomestic iProduct, iexternal idebt iand ibank icredits ito iprivate isector iwere igreaterithan ithe iADF istatistical ivalues 

iat ilevel iand ihave ia iunit iroot iat ifirst idifference i[I(1)].iWhile iinterest irate iand iexchange irate iwere istationary iat ilevel. 

From ithe iregression ianalysis iin itable i4.3, iit iwas irevealed ithat iindependent ivariables isuchias iexternal idebt, iexchange irate iand 

ibank icredits ito iprivate isector ihave ipositive iwith istatistically isignificant ieffect ion iGross iDomestic iProduct iwhich iwas iused ias 

ian iindicator iof iNigerian ieconomy.iMeanwhile, iTreasury ibill iand iinterest irate iwas iestimated ito ihave iinsignificant iinverse 

irelationship iwith iGDP.iThe iR-squared ivalue iindicated ithat ithe imodel ihas igoodness iof ifit i99% iof ichanges iin ithe idependent 

ivariable iare iexplained iby imonetary ipolicy iinstrument ivariables iused ias ithe iindependent ivariables iin ithe imodel.iThe iDurbin-

Watson istatistics ihave ithe ivalue iof i1.088 iis iwithinthetwocriticalvaluesof1.5<d<2.5therefore itshowsthatthere isnoievidence iof 

iserial iauto-collinearity iin ithe idata.Theadjustedcoefficientofdetermination(Adj.R2)iof idetermination irevealed ithat99%ofichange 

iin imonetary ipolicy iinstruments ihaveian ieffect ion iNigeria ieconomy.iThis iimplies ithat imonetary ipolicy iinstruments ivariables 

ievaluated iin ithis istudy icould ibe ian ieffective itools icapable ito ipropel iand iensure ieconomic igrowth iand idevelopment iin 

iNigeria.Interestingly, ithe iprobability ivalue iof iF-statistics ishowed ithat ithe ioverall iregression iis istatistically isignificant iat i1%, 

i5% iand i10% ilevel iof isignificance iindicating ithat imonetary ipolicy iinstruments iused ihave istatistical 

isignificantimpactoneconomicgrowthinNigeria.ThissupporttheresultoftheAdjustedR2andfurther iconfirmedithat iindependent 

ivariables ihave igood iinfluence ion iNigeria iGDP.iThis ifindings iwas iin itandem iwith ifindings ireported iby iAndabai, iIkeora iand 

iAnah i(2019); iAnowor iand iOkorie i(2016) iwho ifound iout ithat imonetary ipolicy ihave isignificant iimpact iof iNigeria iGross 

iDomestic iProduct.iThe iresult iwas iin iconsonance iwith ieconomic iliterature ias imonetary ipolicy iamong iother iobjectives iis igeared 

itowards iachieving ithe imacroeconomic iobjectives iof isustained ieconomic igrowth iand iprice istability. 

Meanwhile, iJohansen ico-integration iapproach iwas ialso iemployed ito itest ifor ilong-run irelationship iamong ithe ivariables.iThe 

iframework iprovides ia inumber iof ico-integrating iequations iand iestimates iof iall ico-integrating ivectors iin ithe imultivariate 

icase.iThe iJohansen ico-integration itest iresult ipresented iin itable i4.4 iindicated ithat ithe ilikelihood iratio iwere iconducted ito 

iestablish ithe inumber iof ico-integrating irelationship iin ieach iof ithe iequation.iTest iresults iindicated ithe iexistence iof itwo ico-

integrating iequations iat i1% iand i5%.iTherefore, iif ican ibe isaid ithat ilong-run irelationship iexist ibetween ivariables iof imonetary 

ipolicy iinstrument iused iand ieconomic igrowth iin iNigeria.iHowever,co-integration test idisplayedinthefirstpaneloftable4.4,ithe 

itrace istatistic iis igreater ithan ithe icritical ivalue iwith ia iprobability ivalue iof i0.0000 iwhich iis ilesser ithan i0.05.iThus, ithe inull 

ihypothesis iof ino ico-integrating ivectors iis irejected iindicating ithat ithe ivariables iwere ico-integrated.iIt ican itherefore ibe isaid ithat 

ilong-run irelationship iexist ibetween idependent iand iindependent ivariables ievaluated ii.e.imonetary ipolicy iis ipositively irelated ito 

iNigeria ieconomic igrowth iand idevelopment iwhen imaintained iappropriately ias iit iis iconsidered as aitechniques of economic 

management ithat can ensure economic sustainable growth (Twinoburyo i& iOdhiambo, i2018; iOnwuteaka iet ial., i2019). i 

Result iof iobtained iin ithis istudy icorroborate iwith ifindings ireported iby iFasanya, iOnakoya iand iAgboluajei(2013) ibut icontrary ito 

ifindings iof iAyodeji iand iOluwole i(2018) iwho ireported ithat imonetary ipolicy iconstitute ia ifairly iinsignificant iimpact ion iNigeria 

ieconomy.iNevertheless, iGranger icausality itest ipresented iin itable i4.5 ishown ithat icausal irelationship iexist iruns ibetween  

iTreasury ibill, iexternal idebt, iexchange irate iand iNigeria’s iGross iDomestic iProduct.Meanwhile, ino ievidence iof icausal 

irelationship iwas iestimated ibetween iinterest irate, ibank icredits ito iprivate isector iand iGross iDomestic iProduct. 

3.3 Findings iand iInterpretation iof iResults 

Findings iof ithis istudy ihas ishown ithat imonetary ipolicy ivariables iconstitute isignificant ieffect ion ieconomic igrowth iin 

iNigeria.From ithe ifive ihypotheses itested, ithree ihypotheses iof isignificance iwas iaccepted ifor iexternal idebt, iexchange irate iand 

ibank icredits ito iprivate isector ion iGross iDomestic iProduct.Thus, iit ican itherefore ibe ideduced ithat; ithere iis ipositive istatistical 

isignificant irelationship ibetween iexchange irate, iexternal idebt iand ibank icredits ito iprivate isector ion iGDP.iMeanwhile, iinverse 

istatistical iinsignificant irelationship irun ibetween iinterest irate iand iTreasury ibill iunder ithe iperiod iof istudy. 

 

4.1 Conclusion 

This istudy iexamined ithe imonetary ipolicy iinstruments iand ieconomic igrowthi(1981-2019) ias imonetary ipolicy iis iconsidered ias 

itechniques iof ieconomic imanagement ithat ican ibring iabout isustainable ieconomic igrowth iwhich ihave ibeen ithe ipursuit iof imany 

inations.iFrom ithe iresults, ithis istudy irevealed ithat ibank icredit ito iprivate isector, iexternal idebt iand iexchange irate iwere 



imonetaryipolicy iinstruments icapable iof istimulating ieconomic igrowth iand idevelopment iin iNigeria.iConclusively, iTreasury ibill 

iand iinterest irate iwas iestimated ito ihave iinverse iinsignificant iinfluence ion iNigeria ieconomic igrowth iunder ithe istudy iperiod.i 

 

5.1 Recommendations  

Basedonthefindingsofthisstudy,thefollowingrecommendationweredrawn; 

Firstly, iCentral iBank iof iNigerianeed toreconsiderandapplymonetarypolicytoboosteconomicgrowthiby iemploying ithe imost 

ieffective iinstrument isuch ias ibank icredits ito iprivate isector iand iexchange 

rateinordertomaintaintheeconomicstabilityandeconomicdevelopmentinthelongrun.iTherefore, ithis istudy irecommends ithat 

imonetary iauthorities iin istabilizing ithe iNigerian ieconomy ishould igive ipriority iattention ito iexchange irate iand ibank icredits ito 

iprivate isector ias iit iwill iproduce ia imore idesired iresult iin iterms iof ieconomic istabilization. 

In ithe ilight iof ithe iabove, ithe iissue iof ibroad imonetary ipolicy iinstruments ishould ibe icritically ilooked iintoiby ithe imonetary 

iauthorities iespecially iin iNigeria ibecause iit ican ibe isometimes idangerous ifor ithe ieconomy; irather iefforts ishould ibe iput iin iplace 

ito iensure ithat iDeposit iMoney iBanks ifollow iCentral iBank’s iguideline ifor ifinancial iintermediation. 

Likewise, imonetary ipolicies ishould ibe iused ito icreateia ifavourable iinvestment iclimate iby ifacilitating ithe ioccurence iof imarket 

ibased iinterest irate iand iexchange irate iregimes ithat iattract iboth idomestic iand iforeign iinvestments, icreate ijobs iand irevive iprivate 

isector. 
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APPENDICES 

Table 4.1   Summary Statistics of Variables used for the Analysis 

 

 GDP TB EXD INTR EXCHR BCPS 

 Mean  30559.51  879.3473  14.81440  17.62256  94.25879  5340.539 

 Median  6897.482  465.5358  1.652800  17.55000  102.1052  530.3733 

 Maximum  144210.5  3665.250  112.8667  31.65000  306.9206  24922.94 

 Minimum  144.8312  5.782000  0.000000  8.920000  0.610025  8.570000 

 Std. Dev.  41655.36  1105.227  26.33618  4.851729  92.86517  7994.584 

 Skewness  1.292604  1.210659  2.233242  0.253537  0.806529  1.263559 

 Kurtosis  3.429122  3.044660  7.523892  3.624551  2.846207  3.058189 

 Jarque-Bera  11.15960  9.530257  65.67451  1.051679  4.266615  10.38328 

 Probability  0.003773  0.008522  0.000000  0.591059  0.118445  0.005563 

 Sum  1191821.  34294.55  577.7618  687.2800  3676.093  208281.0 

 Sum Sq. Dev.  6.59E+10  46418056  26356.59  894.4925  327709.7  2.43E+09 

 Observations  39  39  39  39  39  39 

http://www.dallasfed.org/assets/documents/institute/


Source; Author’s computation using E-views 9.0  



Table 4.2     ADF Unit Root/Stationarity Test  

Variables

  

Order of 

Stationarity  

Augmented 

Dickey-Fuller 

test statistic 

1% Level  

Critical Value  

5% Level  

Critical Value  

10% Level  

Critical 

Value  

Order of 

Integration

  

Decision  

GDP At level  3.061394 -3.621023 -2.943427 -2.610263 I(0) Not Stationary 

1st difference 0.626510 -3.621023 -2.943427 -2.610263 I(1) Stationary 

TB At level -1.432657 -3.632900 -2.948404 -2.612874 I(1) Stationary 

1st difference -2.655923 -3.639407 -2.951125 -2.614300 I(1) Stationary 

EXD At level 4.116989 -3.626784 -2.945842 -2.611531 I(0) Not Stationary 

1st difference 2.610606 -4.234972 -3.540328 -3.202445 1(1) Stationary 

INTR At level -2.388445 -3.615588 -2.941145 -2.609066 I(1) Stationary 

1st difference -5.209083 -3.626784 -2.945842 -2.611531 I(0) Not Stationary 

EXCHR At level 1.393597 -3.615588 -2.941145 -2.609066 I(1) Stationary 

 1st difference -4.263488 -3.621023 -2.943427 -2.610263 I(0) Not Stationary 

BCPS At level  4.451326 -3.615588 -2.941145 -2.609066 I(0) Not stationary 

1st difference -0.592007 -3.639407 -2.951125 -2.614300 I(1) Stationary 

Source; Author’s computation using E-views 9.0 

Table 4.3   Regression Analysis 

Dependent Variable: GDP   

Method: Least Squares   

Date: 09/14/20   Time: 09:06   

Sample: 1981 2019   

Included observations: 39   
     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 3002.749 2419.804 1.240906 0.2234 

TB -2.224459 2.463222 -0.903069 0.3730 

EXD 106.8144 55.26177 1.932880 0.0519 

INTR -174.7187 136.2611 -1.282235 0.2087 

EXCHR 91.50544 18.12644 5.048176 0.0000 

BCPS 4.191382 0.368873 11.36268 0.0000 

     
     R-squared 0.993062     Mean dependent var 30559.51 

Adjusted R-squared 0.992010     S.D. dependent var 41655.36 

S.E. of regression 3723.356     Akaike info criterion 19.42328 

Sum squared resid 4.57E+08     Schwarz criterion 19.67921 

Log likelihood -372.7539     Hannan-Quinn criter. 19.51510 

F-statistic 944.6317     Durbin-Watson stat 1.088358 

Prob(F-statistic) 0.000000    

     
      

 

 

Table 4.4   Johansen-Cointegration Test Results 

Date: 09/14/20   Time: 09:15    

Sample (adjusted): 1983 2019    

Included observations: 37 after adjustments   

Trend assumption: Linear deterministic trend   

Series: GDP TB EXD INTR EXCHR BCPS     

Lags interval (in first differences): 1 to 1   



      

Unrestricted Cointegration Rank Test (Trace)   

      
      Hypothesized  Trace 0.05   

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**  
      
      None *  0.896008  168.5156  95.75366  0.0000  

At most 1 *  0.624074  84.76826  69.81889  0.0020  

At most 2 *  0.524757  48.56886  47.85613  0.0428  

At most 3  0.321881  21.04346  29.79707  0.3549  

At most 4  0.157851  6.671453  15.49471  0.6161  

At most 5  0.008475  0.314895  3.841466  0.5747  

      
       Trace test indicates 3 cointegrating eqn(s) at the 0.05 level  

 * denotes rejection of the hypothesis at the 0.05 level  
 **MacKinnon-Haug-Michelis (1999) p-values   

      

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)  

      
      Hypothesized  Max-Eigen 0.05   

No. of CE(s) Eigenvalue Statistic Critical Value Prob.**  

      
      None *  0.896008  83.74734  40.07757  0.0000  

At most 1 *  0.624074  36.19941  33.87687  0.0259  

At most 2  0.524757  27.52539  27.58434  0.0509  

At most 3  0.321881  14.37201  21.13162  0.3353  
At most 4  0.157851  6.356558  14.26460  0.5679  

At most 5  0.008475  0.314895  3.841466  0.5747  

      
       Max-eigenvalue test indicates 2 cointegrating eqn(s) at the 0.05 level  

 * denotes rejection of the hypothesis at the 0.05 level  

 **MacKinnon-Haug-Michelis (1999) p-values   

 

Table 4.5   Granger Causality Test Results 

Pairwise Granger Causality Tests 

Date: 09/14/20   Time: 09:18 

Sample: 1981 2019  

Lags: 2   

    
     Null Hypothesis: Obs F-Statistic Prob.  

    
     TB does not Granger Cause GDP  37  0.29124 0.7493 

 GDP does not Granger Cause TB  6.59260 0.0040 
    
     EXD does not Granger Cause GDP  37  2.57927 0.0915 

 GDP does not Granger Cause EXD  3.07812 0.0599 

    
     INTR does not Granger Cause GDP  37  0.27185 0.7637 

 GDP does not Granger Cause INTR  1.31534 0.2825 

    
     EXCHR does not Granger Cause GDP  37  8.59662 0.0010 

 GDP does not Granger Cause EXCHR  5.30708 0.0102 

    
     BCPS does not Granger Cause GDP  37  0.71029 0.4991 

 GDP does not Granger Cause BCPS  14.3846 3.E-05 

    
     


