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Abstract
The study examined the impact of inflation rate on the economic growth in Nigeria. The study explored secondary
data for the period of 1960 to 2012 and used E-view 7.2 statistical window in processing and analyzing the time
series data. The empirical result of the test showed that for the periods, 1960-2012, there was no co-integrating
relationship between Inflation and economic growth for Nigeria data. Furthermore, we examined the causality
relationship that exists between the two variables by employing the Pairwise-Granger causality at two lag
periods. The paper however recommended that the government should ensure that policy measure (or monetary or
fiscal) to control inflation rate has to be put place-through the efforts of Central Bank of Nigeria, maintain
inflation rate at single-digit level, high premium of control on money supply since it has a significant link with
inflation in the economy-such as Nigeria, should formulate and implement policy on inflation rate since it
inversely affects market capitalization in Nigeria, and create atmosphere that encourages the general public to
save that part of cash that is not consumed immediately or idle cash, saving leads to capital accumulation or
rather capital formation will be low. Thiswill discourage potential investorsto invest since no source of investible
funds.
Keywords: Inflation, Economic growth, Granger causality

1.0 Introduction

Inflation has been a major concern to governmert lamsiness investors in the developed and
emerging (or developing) countries of the worldisTinflation would have been ignored if not for tfaet
that it has some cost associated with it—that le&s lof greater concern to the governments, asisbels
become a prime issue in policy discussi[1l[2]. The economists had unanimously agreed that imrfiat
could be: (i) Cost push; (i) Demand pull or seatpfiii) Structural[3].

Some economists on the one hand had argued vidpithas inflation is desired in the growth of an
economy (Structurists)—in other words, inflationnist total mess; that in some ways it is desirablan
economic growth. While on the other, others (as 8ansts) had a view that inflation is a dracort@rman

economy, in other words, it is not desirable t@aonomic growtl[4].



From the first paragraph, it was discovered théation may result from rise in price of costs of
production, excess cash in circulation, the monegilable could only chase few goods and services;
increase in wages and salaries; and rigidities{mrctural) in the economy. The economists of guet—
such as: Classical; neo-classical; Keynesians;Kegmesians; Monetarists, etc. had brought forthessdv

ways or methods, which inflation could be curtai[5}{

Having asserted the above affirmations, the goveminmas a challenge of getting this inflation
either single digit or eliminated absolutely. Thaigies mainly used by government to control inflatare:

Monetary Policy; Fiscal Policy; Income Policy; Stural Policy; etc [1]; [2]. Inflation is one of the basic

macroeconomics objectives which has been a cankerveaten deeply in the growth fabric of most
economy of the world, most especially the develgmgiountries—such as Nigeria.

Inflation has rendered the Nigerian economy impitienother words, inflation being what is known
for has caused on tolled hardship on the citizerofeNigeria. In an economy that wishes for macooemic
growth and stability should maintain single digiflation. The paradigm of inflation in Nigeria doast
shift; in the sense that the present inflation ratéligeria is 8.1%. Obviously, 8.1% in an econoh@as an
inverse relationship with economic growth. In Nigefor example, inflation has resulted to poverty,
unemployment, uneven distribution of wealth, redamay of natural resources and capacity non fully

utilized. Over 95% of Nigerian population is faceith abject poverty and/or unemployment, [5]; [6].

This got worsened with the recent inflation trenddecline in the prices of crude oil resultingnfro

Shale Oil production by America) in Nigeri[7] has made a stringent movement towards the current

inflation situation, Nigeria’s Monetary Policy Conttee headed by the Central Bank Governor, hasuedo

to devalue the Nigerian currency (.i.e., Naira-#piast American Currency (.i.e., Dollar-$). NMPCsha
devalued Nigeria naira to #168 against Americametuay 1$. This has resulted to a debate or diseours
among economists, financial analysts, businessysisaletc. Some said the impact of devaluation will
heighten inflation astronomically, inversely causese hardship on the citizenries. While, otheesalrthe
opinion that devaluation will make the bills of iomp be reduced and/or encouraged exports. Remetmder
import is an exogenous variable while export igadogenous variable. Increase in imports resutam in

the economy while increase in exports result toenawvailable funds for development. Similarly, denadion
policy was adopted in 1986 during Structural Adjustt Programme (SAP) though the policy could not
achieve its objective because Nigerian economy asaaaconomy (.i.e., depending on the crude oil) and
others advocated for budget deficits. The goverrirakauld definitely sky up expenditure and/or skyvd

the expected revenue. In so doing, it will enahke government to borrow and/or pump on capital @heg
projects—such as: building industries; road ando@istructions; etc. and/or also create jobsHerteeming

graduands from tertiary institutions in Nigeria, iefh will reduce the economic fisticuffs. Besidebe t
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followers of these discussants recommend the diyerg of the economy though it is a welcome
development, but it has cobweb effect. Meaning dymake two to three years for the impact of
diversification being fel[8].

To cushion this impact of the downtrodden in Nigerieconomy, some economists averred that
fiscal and monetary measures would have been tteopton in curtailing this menace, not just deradilon
of currency. Government should go for either budgatplus or decrease in aggregate expenditure (or
demand) or increase in taxes, this enables thergment to reduce expenditure in the economy. On the
other hand, central bank of Nigeria uses her siatutr vetoed power to control inflation eitherdbgh open
market operations, or high bank rate, or cash veseatio. Whichever direction, she needs the ecgniam

face, she increases or decreases the wei[6bns

In this paper, we shall know whether these polidiese actually interplay in the control or
regulation of inflation in Nigeriger se.
2.0 Review of Related Literature
The control of inflation has not been left in thentds of private individuals. Classicists, Keynesian
and Monetarists proffered various solutions todbetrol of inflation. None could adequately giveaution

to inflation. From these different schools of thbtsy different researchers had emer(5l1 Numerous

literatures or studies are available regardingatidh and its impacts on the economy. These studies
repeatedly confirmed that inflation had a significanverse or direct impact on economic growtheast at
sufficiently high levels of inflation.

Regarding the impact of inflatiol[2] found negative associations between inflation gmmvth in
pooled cross-section, time series regressions langa set of countries. He argued that inflatimpedes the
efficient allocation of resources by obscuring signaling role of relative price changes, the niogtortant
guide to efficient economic decision-making.

Considering inflation from the aspect of mone¢[10]tested the relationship between money,
inflation and output by employing cointegration a@canger-causality test analysis. The findings aée
no existence of a cointegrating vector in the setised. Money supply was seen to Granger cause both
output and inflation. The result suggests that rtengestability can contribute towards price stapilin
Nigerian economy since the variation in price lagahainly caused by money supply and also condinae
inflation in Nigeria is to an extent a monetary pbeenon. They find empirical support in contexttué
money-price-output hypothesis for Nigerian econoMy.appears to have a strong causal effect on the real
output as well as prices. Using OKsrlaw “each percentage point of cyclical unemplogtrie associated
with a loss equal to 2% of full-employment outgtifull-employment output is $10 trillion, each pentage

point of unemployment sustained for one year cb2€9 billion”.
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[11] critically analyzed the dynamic and simultaneouterrelationship between inflation and its
determinants in Nigeria between 1970 and 2007.tFhe series variables properties were examinedgusin
the Augmented Dickey Fuller (ADF) unit root testdatme result reveals that inflation rate, growtte raf
real output and money supply, and real share otaFisleficit are stationary at levels, while other
incorporated variables in the empirical analyseslrshare of Import, Exchange rate and Interestaed
stationary at first difference. The long-run andrétun mechanism of interaction between inflation dts
determinants were examined using the Augmented eE@ghnger (AEG) cointegration test and Error
Correction Mechanism (ECM) model respectively. ®a basis of their findings, this study intends dogat
and modified their econometric model.

Examining the inflation from the perspective ofaeri[12], cited in Williams and Adedeji, (2004)
examined price dynamics in the Dominican Repubiicelploring the joint effects of distortions in the
money and traded-goods markets on inflation, hgldmher potential influences constant. The study
captured the remarkable macroeconomic stabilitygodith for period 1991 to 2002. Using a parsimasio
and empirically stable error-correction model, pager found that the major determinants of inflatreere
changes in monetary aggregates, real output, foiaftation, and the exchange rate. However, theas an
incomplete pass-through of depreciation from theharge rate to inflation. The authors establishkmhg-
run relationship in the money and traded-goods etarkobserving that inflation was influenced oniy b
disequilibrium in the money market.

[13] examined the impaaf inflation on economic growth in Nigeria, thetma of the relationship
existing between the focus variables- economic grdroxied by real Gross Domestic Product, GDR) an
inflation rate was explored. The Augmented Dickeylétr (ADF) and Philip-Perron (PP) tests were used
test for the stationarity of the variables whilee thranger causality test was employed to ascetien
direction of influence between inflation and ecomogrowth in Nigeria. The results show that thexists a
statistically significant positive relationship teten inflation and economic growth in Nigeria. Hoee
there is no leading variable in the relation betwigdlation and economic growth in Nigeria. And berwe
conclude that the effect is contemporaneous.

[14] empirically explored the relationship betweenatitin and economic growth in Bangladesh,

using annual data set on real GDP and CPI for énmg of 1980 to 2005, and the co-integration amdre
correction models. The empirical evidence demotestrthat there exists a statistically significamtg-run
negative relationship between inflation and economic gro¥ahthe country as indicated by a statistically
significant long-rumegative relationship between CPI and real GDP.

Nigeria as a nation is by no means immune to theace of inflation. Hence, after an appreciable

economic performance in the early 1970s, the Nagedconomy witnessed some anxious moments in the



late 1970s to mid 1980s. Severe pressures built thie economy mainly because of the expansioriscglf
policy of the federal government during these yea@his was accompanied by high monetary expanson a
the huge government deficit was financed largelythsy Central Bank of Nigeria. This was exacerbdtgd
the transfer of government sector deposits to #rkd and the resultant increase in their free vesewith
adverse consequences on the general price levelinflationary pressure was further aggravated iigi h
demand for imports of both intermediate inputs enilsumer goods due to over valuation of the nahighwv
made imports relatively cheaper than locally macwifieed goods. Undoubtedly one of the macroeconomic
goals which the government strives to achieveasntidintenance of stable domestic price level. gba is
pursued in order to avoid cost of inflation or défin and the uncertainty that follows where therprice
instability [15] The relationship between inflation and economiowgh remains however a controversial
one, both in theory and empirical findin[16]. The issue has generated an enduring debate etwee
structuralists and monetarists. The structuralsbeve that inflation is essential for economiowgth,
whereas the monetarists see inflation as detrirheneonomic progress.

[17] examined the relationship between Inflation andnemic growth in Nigeria from 1970 to

2005. His study employed cointegration and Grawogesality test. He concluded from the empiricalitss
of the findings that causality that runs from itida to economic growth is an indication of relaship
showing that inflation indeed has an inverse impacéconomic growth.

Inflation cut across every sector of the econo[18] examined five-year average data on bank

credit extension to the private sector, the volwheank liabilities outstanding, stock market calation
and trading volume (all as ratios to GDP), andaindin for a cross-sectional sample over 1960-1985.
further found that the relationship between inflatiand financial development is nonlinear. Infati
emanated from excess money in circulation or irgzrén prices of goods and services or availableeyon
chases few goods and servic[5];([19]).
3.0 Theoretical Framework

A powerful criticism of the adaptive expectationgbthesis is that it assumes people keep basing
their expectations on the values of lagged vargahlad fail to learn from the past their past errdvben
inflation is rising the error between actual anddicted inflation is positive over successive pasicand so
is serially correlated. This error is repeated andis called systematic, yet no attention is paidt tif
expectations are adaptive.

If economic agents are rational, they will malk @ise of all the available information when fongi
expectations and not just rely on past values efrthevant variable. Expectations which conditionadall
available information are calledtional expectations. When expectations are formed rdtjottae errors

between actual inflation and expected rate areatanahd are serially uncorrelated or independent tive.
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4.0

There is no systematic error by definition becaarsesystematic error would reveal that informatiail not
been fully used when the expectations were forrBedthe expected or mean error is zero. If expectsiti

are rational, then

B _ (P
7)) -

Whereé, is a serially uncorrelated error term with a zeeam

When expectations are formed rationally then peqe information derived from the model which they
think explains how the economy behaves. This meausif inflation is due to monetary expansion,rthe
information about the current movements in the myosepply will be important in conditioning

expectations. For instance, if the rate of inflati® determined by

[E] = p[%j ‘e @)

Where(M%VI ) is the rate of growth of the money stock, then

(2]42)

Substituting both equation 2 and 3 to give thus:

fu,)O pH%Jt D(%M +e (4)

The application of rational expectations therefteads to the conclusion that there is not even a
short run trade-off between inflation and unemplewi The short-run Phillips curve shifts up to;PC
instantly. Equation 4 shows that unemployment fecid only by random errors, .i.e., by unpredietab
events. The government can only secure a shordearease in employment if it makes surprise inegas
the money supply.

Although the instantaneous rate of rational etqiems adjustment derived from the full informatio
application of rational expectations may seem Uistég its basis, that people will make use of ik
available information when forming expectations antimake correctable errors, is quite sc20]l
M odel Specification

The model of this paper is hinged on the mode[17], which enables us to examine the impact of
inflation on the growth of the Nigerian Economy.

RGDP = f(INFL, MS, INTR, MCAP, TS) ...ttt oottt (6)



4.1

Where:

RGDP = Real Gross Domestic Product is proxied éonemic growth

INFL= Inflation Rate

MS = Money Supply.

MCAPs = Market Capitalizations

TS = Total Saving

The model is transformed into log-linear form. Whis expressed as:

LogRGDP =B¢+ B1l0gINFL + ,logMS +p3l0gINTR + ,l0gMCAPS +£5l0gTS +p...... (7

The a priori expectations are as follows:

Bo>0,p1>0,B2<1,B5>0,Bs>0,ps> 0.

Where:

Bo= InterceptP, = Coefficient of Inflationf3, = Coefficient of money suppl; = Coefficient of interest rate,
B4 = Coefficient of market Capitalizatiofis = Coefficient of total saving, and= white noise error term.

The contribution of this study to knowledge is @mms of the estimation techniques employed and
the data used which is extended to 2012. An attevilpbe made to empirically investigate the radaship
between the impact of inflation on the growth o€ tNigerian Economy for the period 1960 — 2012
regression analysis. The equation was estimated asvariety of analytical tools, including groupituroot
tests, co-integration tests, Granger Causality ysisland Error Correction Model (ECM). The resuts
discussed below. The data used for the study cowersperiod 1960 and 2012. The study employed

secondary data which are derived from various ssf[21], [22].

Model Summary
Table 1: Group Unit Root Test

Group unit root test on D(Inflation)

Group unit root test: Summary

Series: LOG_RGDP_, LOG_INFL_, LOG_INTR_, LOG_MCARQG_MS_,
LOG_TS_

Date: 01/11/14 Time: 21:56

Sample: 1960 2012

Exogenous variables: Individual effects, individliaéar trends

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0 to 3

Newey-West automatic bandwidth selection and Bartleth&k

Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root proc
Levin, Lin & Chu t* -1.90279 0.0285 6 280
Breitung t-stat 0.18477 0.5733 6 274

Null: Unit root (assumes individual unit root presi




Im, Pesaran and Shin W-stat -2.08133 0.0187 6 80 2
ADF - Fisher Chi-square 27.5184 0.0065 6 280
PP - Fisher Chi-square 23.6189 0.0229 6 285

** Probabilities for Fisher tests are computed gsam asymptotic Chi
-square distribution. All other tests aseuamymptotic normality.
Tablel shows the summary of the Group at test using summary test (.i.e. Levin, Lin &C

t*; Im, Breitung t-stat, Pesaran and Shin W-stdDFAFisher Chi-square; PP-Fisher Chi-square) with th
lag length selection based on SIC: 0 to 1 of theabées used for the empirical study. The group oot
test shows that; Real Gross Domestic Product (RGD®gation rate (INFL); Interest rate (INTR);
Market Capitalization (MCAP); Money Supply (MS) amdtal Saving (TS) were stationary at level at 5
percent level of significance respectively.

The top of the output indicates the type of tesggenous variables and test equation optionse If w
were instead estimating a Group unit test, a ishe series used in the test would also be depidike
lower part of the summary output gives the maih tesults, organized both by null hypothesis ad a®l
the maintained hypothesis concerning the type etitiit root process.

All of the results indicate the presence of a woidtt, as the LLC, IPS, and both Fisher teststéail
reject the null of a unit root at level. While all the results indicate the absence of a unit ra®t,.LC,
IPS and both Fisher test accept the null of anooit

4.2. Cointegration test results
Co-integration test is carried out in order to deiee the long-run relationship between the
dependent and independent variables when one af #fle variables is/are non-stationary at levelcivh
means they have number of stochastic trends in @g§im distribution. Co-integration tests are cocted

by using the reduced procedure develope[23]. They noted that a linear combination of two orenb(1)

series may be stationary, or 1(0), on which casesayethe series are cointegrated. Such linear catibn
defines a cointegrating equation with cointegratiagtor of weights characterizing the long-run tieleship

between the variables. TI[23] test results are divided into three distinct sewiFirst portion display the

test specification and settings, along with thé vatues and correspondipgvalues.Second (or the middle)
section of the output displays the estimated coieffts, standard error, t-statistics, and p-valketfie
constant, even though they are not strictly spepkalid or intermediate results used in constngcthe test
statistic that may be of interest. The summaryisties portion is relatively familiar but does régua bit
commeni[24]. Most entries are self-explanatory, though a deserve a bit of discussion-such as RHO S.E.
and Residual Variance are the (possibly) d.f. abeck coefficient standard error of the regressidme long-

run residual variance is the estimate of the langiariance is the estimate of the long-run ofrésddual
based on the estimated parametric model. The nupfbsiochastic trends entry reports the value used

obtain thep-value.



4.3

Engle and Granger procedure is used to determimdirtiear combination of two or more series
and/or to identify a long-run relationship. The ritegration tests include Real Gross Domestic Prtoduc
(RGDP); Inflation (INFL), interest rate (INTR), Meat Capitalization (MCAP), Money Supply (MS), and
Total Saving (TS). Which includes Automatic lag dfieation (lag = 0 based on Schwarz Info Criterion

maxlag = 6).
Table 2. ENGLE-GRANGER COINTEGRATION TEST

Date: 01/11/14 Time: 22:01

Series: LOG_RGDP_ LOG_INFL_ LOG_INTR_ LOG_MCAP_ LOBS_ LOG_TS_
Sample (adjusted): 1981 2012

Included observations: 32 after adjustments

Null hypothesis: Series are not cointegr.

Cointegrating equation deterministics: C @TREND

Automatic lags specification based on Schwarz rite(maxlag=6)

Dependent tau-statistic Prob.* Z-statistic Prob.*
LOG_RGDP_ -3.912810 0.5080 -33.29081 0.0253
LOG_INFL_ -5.001712 0.1437 -50.24806 0.0000
LOG_INTR_ -3.681401 0.6079 -19.71765 0.5777
LOG_MCAP_ -2.972120 0.8722 -14.17036 0.8771

LOG_MS_ -3.032077 0.8555 -13.30602 0.9072

LOG_TS_ -3.283860 0.7720 -15.57267 0.8166

*MacKinnon (1996) p-values.
Warning: p-values may not be accurate for fewen B observations.

Intermediate Results:
LOG_RGDP_ LOG INFL_ LOG INTR _LOG MCAP_ LOG MS_ LOG TS_

Rho -1 -0.574710 -1.052021 -0.636053 -0.457108 429227 -0.502344
Rho S.E. 0.146879 0.210332 0.172775 0.153799 .141662 0.152974
Residual variance 0.000308 0.063639 0.011643 011049 0.001200 0.002054
Long-run residual variance 0.001147 0.161314 11683 0.011049 0.001200 0.002054
Number of lag 1 1 0 0 0 0
Number of obsrvations 30 30 31 31 31 31
Number of stochastic trends 6 6 6 6 6 6

*Number of stochastic trends in asymptotic digtitibn
Pairwise Granger Causality Test

Pairwise Granger Causality test between real gilossestic product proxied as economic growth,
inflation rate, interest rate, Market Capitalipati Money Supply, and Total Saving are examine@ahble
3. The Pairwise Granger causality tests were irlosie at 5% level of significance. The resulteaiated
between bi-directional, no causality and uni-di@wl, depending on the lag length allowed. Theouie
in respect one two-lag length is presented in t&8bl€he Table reveals that we cannot reject thethgsis
that TS Granger causes MCAP, but we do reject ypethesis that MCAP does not Granger cause TS. We

can reject the hypothesis that MS does not Gracgese MCAP, but we do not reject the hypothesis tha
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MCAP does not Granger cause MS. We can rejectythethesis that TS does not Granger cause MS, but we
do not reject the hypothesis that MS does not Gaanguse TS. Therefore it appears that Grangealigus
runs one-way from MS to MCAP, TS to MCAP, TS to K&l not the other way.

Table 3: Pairwise Granger Causality Tests

Pairwise Granger Causality Tests
Date: 01/11/14 Time: 22:07
Sample: 1960 2012

Lags: 2

Null Hypothesis: Obs F-Statistic Prob.
LOG_INFL_ does not Granger Cause LOG_RGDP_ 44  196D4 0.8228
LOG_RGDP_ does not Granger Cause LOG_INFL_ 0.2839 0.3829
LOG_INTR_ does not Granger Cause LOG_RGDP_ 50 0364 0.9642
LOG_RGDP_ does not Granger Cause LOG_INTR_ 12370 0.2999
LOG_MCAP_ does not Granger Cause LOG_RGDP_ 30 46109 0.6354
LOG_RGDP_ does not Granger Cause LOG_MCAP_ 0X978 0.4614
LOG_MS_ does not Granger Cause LOG_RGDP_ 51 88561 0.5987
LOG_RGDP_ does not Granger Cause LOG_MS_ 0.11542 0.8913
LOG_TS_ does not Granger Cause LOG_RGDP_ 51 4882 0.4040
LOG_RGDP_ does not Granger Cause LOG_TS _ 0.13551 0.8736
LOG_INTR_ does not Granger Cause LOG_INFL_ 44 269264 0.1168
LOG_INFL_ does not Granger Cause LOG_INTR_ 2.8527  0.1085
LOG_MCAP_ does not Granger Cause LOG_INFL_ 30 84971 0.0768
LOG_INFL_ does not Granger Cause LOG_MCAP_ 0.8072 0.4165
LOG_MS_ does not Granger Cause LOG_INFL_ 44 5548 0.3823
LOG_INFL_ does not Granger Cause LOG_MS _ 1.78475 0.1813
LOG_TS_ does not Granger Cause LOG_INFL_ 44 4983 0.1581
LOG_INFL_ does not Granger Cause LOG_TS _ 1.96637 0.1536
LOG_MCAP_ does not Granger Cause LOG_INTR_ 30 19431 0.1324
LOG_INTR_ does not Granger Cause LOG_MCAP_ 2.0179 0.1540
LOG_MS_ does not Granger Cause LOG_INTR_ 50 a7 0.8361
LOG_INTR_ does not Granger Cause LOG_MS _ 0.70496 0.4995
LOG_TS_ does not Granger Cause LOG_INTR_ 50 4035 0.2685
LOG_INTR_ does not Granger Cause LOG_TS_ 1.07548 0.3497
LOG_MS_ does not Granger Cause LOG_MCAP_ 30 248 0.0106
LOG_MCAP_ does not Granger Cause LOG_MS _ 1.12957 0.3391
LOG_TS_ does not Granger Cause LOG_MCAP_ 30 4B461 0.0931
LOG_MCAP_ does not Granger Cause LOG_TS_ 4.16184 0.0275
LOG_TS_ does not Granger Cause LOG_MS _ 51 85608 0.0006
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LOG_MS_ does not Granger Cause LOG_TS_ 2.36828  1050.

4.4: Orthonormal L oadings Biplot

The component scores are displayed as circleshendariables loadings and displayed from the
origin with variable labels. The Biplot clearly st® us that the first component has positive loasliiog all
the six variables (.i.e., general inflation interfations). Second, component has positive loadingsterest
rate and negative loadings for MCAP, MS and TSVI8 does well relative to MCAP and TS, the second
specific component will be positive, and vice versa
Diagram 1. Orthonormal Loadings Biplot

Orthonormal Loadings Biplot
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Component 1 (69.2%)

Diagram 2: Boxplot Graph

A boxplot, also known as a box and whisker diagranmmarizes the distribution of set of data by
displaying the centering and spread of the dataguféw primary elements (McGill, Tukey, & Larsen,
1978).

Boxplots are often drawn so that the widths oflib&es are uniform. Alternatively, the box widths

can be varied as a measure of the sample sizeafdr box, with widths drawn proportional to N, or
proportional to the square root of N.
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In diagram 2, the range of value for the the RGRB, TS & MCAPs is almost similar but the latter
(.i.e. INFL & INTR) has lower values in general.

The lower values are for the economic growth, wtildo have a narrower range. None of the four
values show an extreme value of growth.

Diagram 2: Boxplot Graph

i []

50 Summary
The paper empirically examines the impact of tHéafion on the growth of Nigerian economy,

using annual time series data from 1960 to 2012. fibdel developed k[17]was used for the study. The

paper employs stochastic characteristics of eaoh series data by testing their stationarity u§ingup unit
root tests, including Cointegration tests and Paevwsranger Causality Test.

The null hypothesis being that there is presence @foup unit root (.i.e. Levin, Lin & Chu t*; Im,
Pesaran and Shin W-stat; ADF-Fisher Chi-squaref-iBRer Chi-square) except Breitung t-stat was gecep
at levels implying that the variables were fouratienary at 5% level of significance.

We used co-integration technique [23]approach in assessing the co-integrating propedies

variables, especially in a multivariate contexteThsult of the test showed that for the perio86012012,
there was no co-integrating relationship betwedlation and economic growth for Nigeria data. Thats,
the variables have both short and long run relatignwith each other as revealed by Cointegratestst
Besides the non-existence of cointegration existiatyveen economic growth and INTR, MCAP, MS and

TS, further effort was made to check the causabtgtionship that exist between the four varialidgs
12



employing the Pairwise -Granger causality at twg peeriods as could be seen in table 4.3. The sesult

showed the same at different lags.

The first test was conducted using lag two (2) anthe result unidirectional causality was seen
running from MS to MCAP, MCAP to TS, TS to MS.

It should be borne in mind that the study did noisider if the relationship between inflation and

growth was negative or positive; however, varicuslies as reviewed in the literature has come ailt tive

result that high inflation is and has never beerot@igable to economic growth. Hence it will be gdod
maintain the fact that the causality does not romfINFL to RGDP and RGDP to INFL is an indicatioh

insignificant relationship showing that Inflatiomdeed has an inverse impact on growth.

5.1 Recommendations

From the econometric study of the impact of inflaton the growth of the Nigerian Economy from

1960-2012, the following recommendations are staedow:

References

Government should ensure that policy measure (aretaoy or fiscal) to control inflation
rate has to be put in place-through the effortsenitral Bank of Nigeria.

Government should ensure that inflation rate isnha@ned at single-digit level.

Government should place a high premium of contnol mmoney supply since it has a
significant link with inflation in the economy-suels Nigeria.

Government should in sincerity control inflationeaince it inversely affects interest rate in
Nigeria. If the amount charge on investible loaigh, it will manifest negatively on the
growth.

Government should formulate and implement poliayiflation rate since it negatively
affects market capitalization in Nigeria. Howev@apital market is a market whereby
surplus unit saves their surplus and/or lends tficideunit that needs the money for
utilization.

Government should create atmosphere that encoutlagi@eneral public to save that part of
cash that is not consumed immediately or idle césfhation dissuades savings in other
words inflation has an inverse relationship withvisgs, without saving-no capital
accumulation or rather capital formation will bevidrhis will discourage potential investors

to invest since no source of investible funds.
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