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@ @ Middle-income, mixed economy and emerging market (Duntoye,
2020).

31st largest economy in nominal GDP & 27th in PPP (World Bank).
© Largest economy in Africa (World Bank).

© Strong manufacturing, financial services, communications,
technology & entertainment sectors (USaid.gov, 2017).

©@ GDP (PPP) increase from $170 billion in 2000 to $451 billion in
2012 (Global tenders, 2022).

@ Population growth from 120 million in 2000 to 160 million in 2010.
@ Oil contributed Two-third of the revenues (Financial times, 2017).
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Research gap

® B Nigerian economy hasn't recorded an inflation of less than 5% for
more than 2 decades.

©@ No well-defined model of causation. Other studies focus on impact
of inflation on other macro-economic factors.

©& Many studies neglected stationarity of data which results to
discrepancies, as in the research by Ogwu (2010) and Fatukasi
(2012).

© None of the studies apply extensive set of variables such as; the
economic indicators used in this research work.
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Neoclassical Growth Model

m @ Steady economic growth results with the utilization of Labor, Capital
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Economic growth

Classical Growth Theory

@ [ Economic growth decreases with increase population and limited
resources.

Neoclassical Growth Model

m @ Steady economic growth results with the utilization of Labor, Capital
and Technology.

Endogenous Growth Theory J

©@ Economic growth is generated internally.
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Money supply

©@ Monetary theory stipulates that increase in the money supply will
result to rise in economic activities.
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Economic theory of Money

Money supply

©@ Monetary theory stipulates that increase in the money supply will
result to rise in economic activities.

Inflation

@ @ Monetary policy is mostly focus on maintaining stable prices (low
inflation), promoting full employment and achieving steady growth in
GDP.
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©@ ldentification of research outcomes in the field using different
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The research

Research objectives

@ [ Presentation of theories on economic growth in relation to monetary
and fiscal policies.

<

Identification of research outcomes in the field using different
approaches of economic growth and inflation nexus.

Q

Selection of economic variables and data analysis using different
approaches.
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The research

Research objectives

@ [ Presentation of theories on economic growth in relation to monetary
and fiscal policies.

©@ ldentification of research outcomes in the field using different
approaches of economic growth and inflation nexus.

Selection of economic variables and data analysis using different
approaches.

© Inflation threshold using the economic model by Khan and Senhadiji
(2001).
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Research hypotheses
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@ Economic growth is a determinant/driver of inflation without which
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@ Overall output is the best mechanism that enables economic growth
and increase profit on the part of businesses.
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@ Overall output is the best mechanism that enables economic growth
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The research

Research hypotheses

@ Economic growth is a determinant/driver of inflation without which
Inflation will be in existed.

@ Overall output is the best mechanism that enables economic growth
and increase profit on the part of businesses.

& Low inflation is beneficial to the economy, while hyper-economic
growth may be detrimental.

©@ The level of inflation needs to be monitored because it could escalate
to hyper-inflation.
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The research

Data source and sample

@ @ The Data for the economic indicator Gross Domestic Product (GDP)
and the control variables; Inflation (INFL), Gross capital formation
(Gcap), Total trade (TTD), Population (POP), were obtained from
the World Bank database for the period of 1960 to 2019.
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The research

Data source and sample

@ The Data for the economic indicator Gross Domestic Product (GDP)
and the control variables; Inflation (INFL), Gross capital formation
(Gcap), Total trade (TTD), Population (POP), were obtained from
the World Bank database for the period of 1960 to 2019.

& Economic growth rates was determine using the difference of log

GDP (logGDP) and the inflation rates using the difference of log
INFL (logINFL).
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Empirical results

.

Descriptive statistics
Variable Observations Mean Std. Dev. Max Min
Growth 59 0.0000 1.2813 3.4361 -3.6411
Inflation 59 0.0125 0.4944 1.8661 -1.2063
()
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Empirical results

|
b
Descriptive statistics |

Variable Observations Mean Std. Dev. Max Min
Growth 59 0.0000 1.2813 3.4361 -3.6411
Inflation 59 0.0125 0.4944 1.8661 -1.2063

C

Growth and Inflation seems to share a common trend as shown by
the low spread of the mean & standard deviation.
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Empirical results

Stationarity test

ADF and PP unit root test result
Variable ADF (Inter- | ADF (Intercept | PP (Intercept) | PP (Intercept
cept) and trend) and trend)
logsGDP || -1.099523(0) ~1.602997(0) “1.119658(3) ~1.823691(3)
log INFL || -4.014721(1)™* | -4.473874(1)*** | -3.775028(3)*** | -4.126876(3)***
Alog GDP || -6.357625(0)*** | -6.328046(0)*** | -6.338376(3)*** | -6.307223(3)***
E Alog INFI || -5.836660(3)*** | -5.983537(5)*** | -9.745568(3)*** | -9.632340(3)***
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Empirical results

Stationarity test |

ADF and PP unit root test result

Variable ADF (Inter- | ADF (Intercept | PP (Intercept) | PP  (Intercept
cept) and trend) and trend)
logGDP -1.099523(0) -1.602997(0) -1.119658(3) -1.823691(3)
log INFL || -4.014721(1)™* | -1.473874(1)*** | -3.775028(3)*** | -4.126876(3)***
Alog GDP || -6.357625(0)*** | -6.328946(0)*** | -6.338376(3)*** | -6.307223(3)***
g [ Alog INFT|[-5.836660(3)%** | -5.983537(5)"** | -0.745568(3)** | -9.632310(3)***

The unit root tests in levels (log GDPand log INFL) and first
differences (A log GDP and A log INFL) for the Economic growth
and Inflation.
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Empirical results

Stationarity test I

ADF and PP unit root test result
Variable ADF (Inter- | ADF (Intercept | PP (Intercept) | PP  (Intercept
cept) and trend) and trend)
logGDP -1.099523(0) -1.602997(0) -1.119658(3) -1.823691(3)
log INFL || -4.014721(1)™* | -1.473874(1)*** | -3.775028(3)*** | -4.126876(3)***
Alog GDP || -6.357625(0)™* | -6.328946(0)** | -6.338376(3)*** | -6.307223(3)***
9 Alog INFI || -5.836660(3)*** | -5.983537(5)*** | -9.745568(3)*** | -9.632340(3)***

The unit root tests in levels (log GDPand log INFL) and first
differences (A log GDP and A log INFL) for the Economic growth

and Inflation.
The obtained results shows the variables are stationary at difference

for both the ADF and PP which requires the con-integration test to
determine the relevance of the model. )
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Empirical results

Stationarity test summary

Summary ADF and PP unit root tests
Variable ADF  (Inter- | ADF (In- | PP (Inter- | PP (Intercept
cept) tercept  and | cept) and trend)
trend)
log GDP I(1) I(1) I(1) 1(1)
log INFL || 1(0) 1(0) 1(0) 1(0)
Alog GDP || 1{0) 1(0) 1(0) 1(0)
- Alog INFU|| 1(0) 1(0) 1(0) 1(0)
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Empirical results

Summary ADF and PP unit root tests
Variable ADF (Inter- | ADF (In- | PP (Inter- | PP (Intercept
cept) tercept  and | cept) and trend)
trend)
log GDP I(1) 1(1) 1(1) 1(1)
log INFL || 1{0) 1(0) 1(0) 1(0)
Alog GDP || 1(0) 1(0) 1(0) 1(0)
Alog INFL|| 1(0) 1(0) 1(0) 1(0)

GDP and INFL are stationary and integrated

variables.

of order one I(1) as
shown in the summary table, because all the tests at first difference
rejected the null hypothesis (stationarity) of unit root for the two

Stationarity test summary I
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Empirical results

Johansen test

Maximum Eigenvalue Test

Hypothesized || Eigenvalue Likelihood 5% Critical || Prob.

No. of CE(s) Ratio l| Value

None** 0.277675 19.96287 || 1549471 || 0.0099

At most 1 0.024637 1.421916 “ 3.841466 " 0.2331

Trau'r ,r('sl

Hypothesized || Eigenvalue Likelihood [l 5% Critical [| Prob.

No. of CE(s) Ratio Value

None** 0.277675 1851006 || 14.26460 || 0.0099
At most 1 0.024637 1421916 || 3.841466 [ 0.2331
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Empirical results

Johansen test

Maximum Eigenvalue Test
Hypothesized || Eigenvalue Likelihood 5% Critical || Prob.
No. of CE(s) Ratio Value
None** 0.277675 1996287 || 15.49471 0.0099
At most 1 || 0.024637 1421916 || 3.841466 0.2331
T’raw T(‘Sl
Hypothesized || Eigenvalue Likelihood 5% Critical || Prob.
No. of CE(s) Ratio Value
None** 0.277675 1854006 || 14.26460 0.0099
g [Atmost1 |[0.024637 1421916 || 3.841466 0.2331
The Johansen test reveals the likelihood ratio [LR] statistic indicates
a co-integration at 5% significance level. The result of is as follows:
r
L4
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Empirical results

Johansen test '

Maximum Eigenvalue Test
Hypothesized || Eigenvalue Likelihood "')% Critical || Prob.

No. of CE(s) Ratio Value
None** 0.277675 19.96287 || 15.49471 0.0099
At most 1 0.024637 1.421916 || 3.841466 0.2331

Trace Test
Hypothesized || Eigenvalue Likelihood " 5% Critical [| Prob.
No. of CE(s) Ratio Value

None** 0.277675 18.54006 I] 14.26460 0.0099
At most 1 0.024637 1.421916 l] 3.841466 0.2331

()

The Johansen test reveals the likelihood ratio [LR] statistic indicates
a co-integration at 5% significance level. The result of is as follows:

© The null hypothesis rejected (No co-integration between Economic
growth and Inflation).
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Empirical results

Johansen test I

Maximum Eigenvalue Test

Hypothesized || Eigenvalue Likelihood 5% Critical || Prob.

No. of CE(s) Ratio Value

None** 0.277675 19.96287 15.49471 0.0099

At most 1 0.024637 1.421916 3.841466 0.2331

Trace Test

Hypothesized || Eigenvalue Likelihood 5% Critical [| Prob.

No. of CE(s) Ratio Value

None** 0.277675 18.54006 14.26460 0.0099
o At most 1 0.024637 1.421916 3.841466 0.2331

The Johansen test reveals the likelihood ratio [LR] statistic indicates
a co-integration at 5% significance level. The result of is as follows:

© The null hypothesis rejected (No co-integration between Economic
growth and Inflation).

Long-run relationship between Economic growth and Inflation.
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Empirical results

Error Correction Model result
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Empirical results

Error Correction Model result
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Long-run relationship between Economic growth and Inflation i.e.
(series moving independently, or not far away).
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Empirical results

Error Correction Model result |
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In the short-run there is some adjustment process makes the errors
converge in the long run.
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@ Inflation threshold estimation
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Empirical results

Inflation threshold

@ Inflation threshold estimation

& The estimated result for the values of k from 1% to 12%, indicating
a significant relationship between the variable of inflation and
economic growth. As shown in the table above, when k = 6, the
value of R-square is (0.942999) which kept increasing to attain a
threshold at k=12 for R-square (0.852218), indicating an inverse
proportion between R-square and Residual sum of squares (RSS) as
seen when R-square was at its peak (0.9429
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@ Inflation threshold estimation

& The estimated result for the values of k from 1% to 12%, indicating
a significant relationship between the variable of inflation and
economic growth. As shown in the table above, when k = 6, the
value of R-square is (0.942999) which kept increasing to attain a
threshold at k=12 for R-square (0.852218), indicating an inverse
proportion between R-square and Residual sum of squares (RSS) as
seen when R-square was at its peak (0.9429

Furthermore, the R? is at max when k = 6%, with coefficients of
D(AlogINFL — k) significantly decreasing, when k > 6% which
indicates a rate that will inhibit growth negatively. however, it could
be seen that when k < 6, there seems not to be a large difference
between the coefficients of D(AlogINFL — k) which could be an
indication of a stable growth.
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Conclusion

B There is a positive long-run relationship between the two variables.
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Conclusion

B There is a positive long-run relationship between the two variables.

® Nigerian economy will decline above 6% level of inflation.
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Conclusion

B There is a positive long-run relationship between the two variables.
® Nigerian economy will decline above 6% level of inflation.

This is in support of the work of (Kremer, Bick & Nautz, 2013) and
(Espinonza, Leon & Prasad, 2010) came to the conclusion that inflation
between 10 — 17% will not trigger much of instability for developing
economies.
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Conclusion
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B There is a positive long-run relationship between the two variables.
Nigerian economy will decline above 6% level of inflation.

This is in support of the work of (Kremer, Bick & Nautz, 2013) and
(Espinonza, Leon & Prasad, 2010) came to the conclusion that inflation
between 10 — 17% will not trigger much of instability for developing
economies.

® Also, the work of Khan and Senhadji (2001) and Vaona (2012) both
supported the notion that 1% and 11% inflation threshold will not
undermine both developed and developing economies.
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