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» Abstract

Inflation is an economic problem that afflicts deyeed and
developing economies alike. However, we cannotri@sdt as a
problem unless it rises from its safe limits or diees negative.
Hence the importance of the role played by macnoecuc
policies in addressing the treatment of this problespecially
monetary policy. Therefore, the aim of this studgswo measure
the impact of monetary policy on the inflation rataring the
period (1981-2019) through an econometric studwimch the
(ARDL) methodology was relied on to analyze datalémg-term
cointegration, while the error correction model (ECMas tested.
for short term relationships. The study concludeat there is a
co-integration relationship in the long term betwemonetary
policy variables and inflation rates, and that ¢hex an inverse
relationship between the interest rate, the effeateal exchange
rate and the rate of inflation, and there is adimelationship
between the money supply and the inflation raténéshort term,
and the positive effect of money supply in the lamgl short term.
It confirms the importance of this channel for auwmtylike
Nigeria that pursues the monetary targeting polithe study
recommended the application of the inflation targesystem in
Nigeria and recommends that it be of the complgie by setting
a specific target.

Key words. Monetary policy, inflation rate, co-integration,tenest rate,
discount rate, money supply, effective real excleatage
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(1) Chaudhry Imran, Ismail Ruquia, "Monetary Poliagd its Inflationary
Pressure in PakistarPakistan Economic and Social Review, 2015, Vol
53, No 2, pp 251-268.
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el Jama galeds) ) lases

) e LeSH A aball (uld U coan (2018 apkae) Al Wl
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) (o A ABe a5ag pie o il Ja e L) ADL) il S,
A Al (53S5al) i) £ Ll Cigags Al Coaagly L oppasiall (s ola
e Jueally (o) 3 (il aiill g paall paliaicl DA e il
Ajlsall Qs pliaa aysi
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.2015Q4-1970Q1 i dxlucail) culslyl aladiuly Lipdl o 8 adaill
paaill) Gyl CuilSy L (ECM) Uadd) anaai 3503 Ashll 538 Caadid
LY ¢ asdl) Jaal ¢ agall Coyaall e Al ) iy ially caals S
cJanll am g A1 cclayll) e gl iag prall ¢ Sleil) asSall S
Sualgall o)) eiliall iy el (2000 ke o J9¥) @l e Aty oty yiiiag
Y A Rliail (55 B aall pdzmill aast 8 (65 Duaal L alal
Alenl) CadlSg aiizail) lad g o) i) <jedal LS L) siasal) adiail) il Gl
Capeall by cpaill Ao lag) il L @iyl Sl casSall Gyl
Chaiad 8 Jadial) JSI aLai@) b oaa Gy Ladcall e Al B L
@iladsi oy o 5l oy Wil Gigial (adliag e adiai Jasa
il paat g dpaal L lls adl

adailly 4l duldl il e (P(Tonprebofa, 20794 Ul
cFidiall zagail) sl 20172009 (e Apedl) clilall aladiul o3 cpay
Jalsill (s wilagn Hlialy (ADF) LlaSnatsaagdl jia jladl aladiul o5
3581l mye o) (A Auhal) cliag (ECM) Uil momaai 2350t o il
oS 8l L Apad) Ay (S0 alials AAY (53 Jamas Capall aus
bl Jay ol daball coagl o Lo (e 2Ly caamill Jaae Ao Jlady
BLEYL ) Capall jaa ol Allall Tubdl Gudi aia (gl (53S0l
=6 e elally Jpasll ailslan 8 Dol Auludl sy el e alaaiul
caduzl Jaee %9

(1) Oatlhotse Madito and Nicholas Odhiambo, "TheirM@aeterminants of
Inflation in South Africa: An Empirical Investigatm”, Organizations

and Marketsin Emerging Economics, 2018, Vol 9 No 2.
(2)TonprebofawaikumoThe Dynamics of Monetary Policy and Inflation in
Nigeria",|OSR Jornal of Economic and Finance« 2019, Vol 10, Issue 6.
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p OIS il 2 3 gaill IS5 L Aniall Ayl Aalany)
INF; = Bo + B1lRi1 + B2RRiz + BsM3iz + B4EXis + ui (1)

RN
2019 — 1981 35l Clgin 22 (e yamy a5 Slaaliall o8y Jiay @
adaill Jara (INF
LAl e 525 Jaea :IR
. aadll53le) e :RR
cg8l) g yrall goill saill Jana M3
- Jladl) il Copeall s :EX
L lsdall Wl sy
Lol aal) Jidi 2B
o e i) lpiall il i) laind Dldbaa 518255
Basgll yda LSS A e Al Jedaad) Ay i dadpd —

Y aday A0S Ll i G ) Al Judld) e L Lile
aphiianl LAl (g9 pall e Gllalg cpadl) aa Huatg saby Leadaza Y Elldg
s Atiasll Judlull aphyind HLadl ey clelalSh days A8 ynay driail) Judlad)
Ll W) aall s chlial) aaxd e ?QJ'M ey daagdl Hia cfylasl PARENIY

(ADF) gussall Jlsh =Ko SUia) e Zuhall sda J Adind Cagu
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(ADF) gupall jish o8 JLa) gilis (2) dgea

' Jds¥ @Al xie Sial) die i il
Al P. ) & pial)
P-value | T-stat value T-stat Basgl)
0,0163 | **3,4586- | 0,0263 #%3,2032- s
I(1) | 00960 | *3,2365- | 0,0139 24,0916~ oladly ol INF
0,0012 | ***3,4371- | 0,0359 #%2,0096- | slaily culi o5
0,0000 | ***6,8700- | 0,0885 *2,6702- s
I(1) | 0,0000 | ***6,7823- | 0,1143 3,1291- olaly eyl IR
0,0000 | ***6,6619- | 0,8996 0,9102 oladly Culh ()0
0,0000 | ***8,5695- | 0,0238 #%3,2642- s
I(1) 0,0000 | ***8,5154- | 0,0916 *3,2425- olaily cul RR
0,0000 | ***8,6621- | 0,6002 0,2200- slaily culi 50,
0,0000 | **#8,7092- | 0,0023 | ***4,1603- s
I(1) | 00000 | ***8,6521- | 0,0125 #24,1302- oladly ol M3
0,0000 | ***8,8326- | 0,1624 1,3450~ olaily culi 50
0,0021 | ***4,2072- | 0,2950 1,9776~ el
I(1) | 00107 | **4,1983- | 0,6462 1,8779- olaly b EX
0,0001 | ***4,2269- | 0,0659 #1,8200- | slaily culi 5

(E-views.12 zalip Slajia e Talaie) Galdl dlac) (et juadll

MacKinnon (1996) one-sided p-values ad i dulsaall 2l

(*) 95 A3 (s S Tggine (*¥) Sl AN (e 5 Tysins (*5*)
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Aok A ol Jiag . de ganaS §y8ina (5< Leilg caa e JS @il L
de sane AN ) i) oy i) 8 5ama el i) de gena G JaY)
M i) o ypaiall g
ARDL zisai ilslaa o
(UECM) aidl e Uadll a3 50 Atga 8 (1) Aol piasy
;) Aslaal) e Joans (ARDL) gisall ela¥) 53 I s

12 ql q2
All = C + Z B]JAII t—1 =+ Z ﬁzAll =1 + Z ﬁ3AR t—1
i=1 i=0 i=a
93 7]

+ Z ﬁq.AMSt_l + Zﬁsﬂb‘ t—1 + a111 t—1 + azll t—1
i=0 =0

+ agH —1 T+ a4M3t__1 =+ aSE R o
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ARDL gigai i & dasiiviall cifpaiall tial) g Uay) cilié jLad) o
(AlC) ‘)1,}:.4 [GETNEN ;\_L._N\ u\)ﬁa ‘)1,33;\ olial JSE&N GAA):}
gisaill LEall pUaN) i yans (2) J8

Akaike Information Criteria (top 20 models)
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Dependent WVariable: INF
Method: ARDL

Date: 121721 Time: 15:49
Sample (adjusted): 1985 2019

Included observations: 35 after adjustments
Maximum dependent lags: 4 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (4 lags, automatic) IR RR M3 EX

Fixed regressors:
Mumber of models evalulated: 2500
Selected Model: ARDL(1, 2, O, 4, 4)

Wariable Coefficient Std. Error t-Statistic Prob.*
IMFC-13 o.og1088 0.1FOFTFE 0.474815 0.5406

IR -0.045850 0.545832 -0.084001 0.9340

IR((-1) 2761039 0.547933 5.039012 0.0001

IR(=2) 1.104462 0.507657 2175608 0.0432

IR(-3) 0.752970 0.540939 1.391968 0.1809

RR 0.595230 0.578649 1.028653 0.3173

M3 0.429243 0111776 3.840209 0.0012
M3(-1) 0.4239818 0.130220 3761477 0.0014

M3(-2) 0.022597 0120501 0.187525 0.85332

M3(-3) 0.124273 0.130851 0.949733 0.3548

M3 (- 0.310626 0.124207 2. 500872 0.0223

EX 0037724 0.045375 0.831381 04167

EX(-1) -0.007847 0.057604 -0.136229 0.8932

EX(-2) 0026427 0.049964 0.528922 0.6033

EX(-3) 0.087578 0.045154 1.897517 0.0739

EX(-4) 0.092624 0.040801 2270153 0.0357

c -156.6289 3005003 -5.212272 0.0001
R-squared 0.9045320 Mean dependent var 19.56829
Adjusted R-squared 0.819856 S.D. dependent var 18 55741
S E. ofregression T.8F75389 Akaike info criteriaon T.272068
Sum sguared resid 1116.675 Schwarz criterion 2027523
Log likelinood -110.2612 Hannan-CGuinn criter. ¥.532851
F-statistic 1067112 Durbin-Watson stat 1. 761405

FProb(F-statistic) 0.000004

ARDL gigai yaii gilis (3) Jsdl

(E-views.1 zaliy 1 jaadl

cal;::\ G2 (C) &_utu (ARDL) CJ}AJ ).mi: ('a:\ (3) d&ﬁb C\.a.ay B (DX
Jase & il e %81,9 prudi (Sa 4l ) (R-Squaredyed i,
Lgieall @ialy fpa 8 LAl Glpaatall alaatnl plasty) Pla e pdail)
.(P=0.000004

Zisalll Baga JLad) e

Ja¥) Ay byl HEY) i 8 ARDL(1.3.0.4.4 zasaill slaic) (8

A CLEAY) A (e z3gall 138 Basa (ge SHI iy
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zisalll Basa LSS @ili (3) Jsas

Ll P-value Jkasy)
asall il s *0,8235 | sl aulll gl
asall il s *0,5763 M BREN]
asall il s *(,3761 sl ol ks

(E-Views.12) zalin cilajie e Taldiel Galdl dae) (g 1 jaaal

@l e Jay CLEAY) paen Slial 28 z3gall) of (4-4) Jsanll il o
EIRTPRUIJEQ Y e 453 %5 ‘)..\S\ L@_i\ (p Value) ?‘d et G ¢ JSLia
3ns oo~ L Lot 355 ) o s 53l (Ho) ol Gl Jis
(sl apan ol Guilad — 8al) 2 3gaill Bl Lol Ll
:(BoundsTest) asaall JLid) aladiady ¢ idal) Jalsil) jLas)

YN NGINEN 6J}JAJ\ JL.C\';\ e\dﬁ_u\_} Lﬂ)f\.ﬁm&\ Sl ‘)\_}35\ (4) J&) g
DLEY dAnall adll e S ay (7,59) (F-Statistic)ieg of N gl
A (abyi o ey (1) Apsine (goine 2ie Jia AoVl SaY) aall agaal)
A g hariall o jide JlSEADle dgag are o gant S axal)
Byudall Gyatiall e IS5 aduzill Jaee G da¥) gl 433158 ABLe 2gag

3saal) e aladindy ¢l Jalsil) HLEA) (4) JSé

F-Bounds Test Mull Hypothesis: Mo levels relationship
Test Statistic Walue Signif. 1Oy IC1)
Asymptotic: n=1000
F-statistic ¥.590059 10%G 245 3.52
kK 4 5% 2. 85 4.0
2 5% 3.25 449
1% 374 5.06
Actual Sample Size 35 Finite Sample: n=35
10%% 2.696 2.898
5% 3.276 4.63
1% 4 59 5.362

(E-VieWS.la G‘AU)'-’ :)J..a.d\

@ 22023 35 (1) ¢ - (3) 2 - (45) 2l
1




m—— (2019-1981) 384l M4 L a8 sl Jana o 408l dubad) il

Jashll Ja¥) Adle zliiiu) o
idigh Y a0V asds Jal) Alish 4ls A80e deag (e 2SHD aay
(5) Ay ISl rase s LS oY)

Levels Equation
Case 3 Unrestricted Constant and Mo Trend

Variable Coefficient Std. Error t-Statistic Prob.
IR 4 976124 0.829322 G.000229 0.0000
RR 0.647755 0580676 1.115518 02783
M2 1.488030 0240723 G.223033 0.0000
EX 0257376 0.0395849 6.501154 0.0000

EC =INF - (4.9761"IR + 0.64753*RR + 1.4930°M3 + 0 257V4*EX)

Ja¥) Agh ABdad) (5) Jsa

(E-views.1 gl 1 jaadl

z3sai Ll il LA e laya as A0 doghall Jal) Aol gl
g 2l gy aally gyl e 523l Jaes of ARDL(1.3.0.4.4
cadozill Jaze o saall dosh gsine alay) L0 Ld Jladl) il oyl
pdamil Jare o (grina e alag) L0 Al padll ey

Ja¥) b ascail) Jame o dysiney dmge (IR) 52000 jes ke 3)L3)
o paamill Jamas 325 ja o Aonkh ADle @llia o) yelay i skl
Aty aioail) Jare aii)) %1 Aty 535U yrs i) 13) ad] G ¢ Jyshall (sl
23 «(P0.0000 o dua %1 dic dygine 5250 jeas dalaa off Laadliy <%4,9
e e aiyl el Gl i (Says dpalaidy) Ayl Callas Al
Sl ol palall g Uil gieall GLai¥) ama o V) g @l Ao sl e
sl e )alY) o A adiy LaiY) aaa OB Laily Auhall 5538 A (e
IS (pe 25 BN Sled 8 g oY1l L dagal) LY ana b
DL aasall L) 5l Lial o) Jlaad e 0y52y Sty Laa 7 LY
bl el e ais Al Sy Lee gl g yeall (g 3

Ay BY) bl Al uu%
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Jame o dgina e dunge 4l 1l (RR) poadl) jau e L
(P o Cum Gysina e padll jaus Addae g LDl eJushall Jal) 6 adail
gl Ao il A Gul aadl) e o ix 3ag ((5%0) (e ST 25 0.2793)
adll S ol aadll jr oL Gd i GSays cpdoalll Jane (o Jyshall
Alsh il aadl) g Ol aed iyl 558 DA Auaalls Aslall 556 b
Masan s leld ) asilally duad) 328 ladd cSas

Jara e Aysinag duage 4L Cuil&8 (M3) 258l (aaje e (ady Lady
35880 e o Ak ABe Wl o) seda s (Jushll Ja) 6 el
%1 Gty gaiil) (g yaall aiiy) 13) il G Jyshall gaall 3 adaill Jasas
%1 vie Aygine sa&ll (g yaa) dalaa of Jaadliy % 1,4 adail) Jreas a8
Aagill da aeaty byl dplaill 3805 dagill sda (P 0.0000 of dus
Gax5 gadill (g yaal) 3y o) Gy A cadaill | 8 SIS Akl
s edozail) haall

e Aginas mge 4)LEG (EX) Jladl) Gdal) Copall pru paial duaillyy
s O Ak A8 @l o el i (Joshall Jal) b aamil Jass
hial) Copall jra aly LalS il Cum Jyshall o) 8 st Jarag Cipuall
e Jazs dealee o a5 «%0,26 Gy adaill Jaza 2y %1 Ay Jladll
s ) LalS 4l ey 13ag (P 0.0000 of Cis %1 aie dysine Ciyall
Aplaill 38 Aagill oda L Jyghall o) b ad ) o)y Jladll sl oyl
astaall pas Byl Jolie Copeal) o 8 5all) ol @l s (S Apalay)
53l () a5 Cipaall e 8L Ol Jaynd) ppaad e adiad Ly )
s g L) Ll gail) (s pal) 5045 (M (555 Alls dpiaY) claliayl b
Ol o lala ) Ailes elsas ) gianall aldl bl 505 I (525 oyl
Hgilalial ales ahiul e adied Al Jsall e Ly
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Gl @2l ey adil) Janae (Ao (EX) Copall jad ooy il

Moser Alexander et al. (2035 «/Okoye et al. (2019)i 4s.L.

O 2S5 illy admill 2K wdy Ayl dalall o3a Ciacs LaS (P)(1995)
oY) A8l o i) (pe Ly i)

. sall) JaY) ABle g (ECM) asl) Tl g dgad il

ARDL Error Correction Regression
Dependent Wariable: DOMF)Y

Selected Model: ARDILIT, 3, 0, 4 4)

Case 2 Unrestricted Constant and MNo Trend
Date: 12721 Time: 15:51

Sample: 1981 2019

Included abservations: 25

ECM Regression
Case 3 Unrestricted Constant and MMNo Trend

Wariable CoefMcient Std. Error -Statistic Frob.
L -156. 6289 22 90988 -6. 826741 o o000
IRy -0.0458350 0420515 0. 109203>24 o.9144
DOIRC-103) -1.8574322 0. 5566492 -2.2788323 0002
CIR (-2 -0 752970 O 415175 1. 812620 O.0s54
(R O 42923472 o.oF2201 S .4z29002 o.o0000
DM 213D -0 . 457496 0. 155905 -2.924446 O.00s9
D23 ) -0. 4345299 0123922 -3 . 5094654 O.0025
D233 ) -0.210626 o.0992319 -2 111272 oO.0060
[ R =) 0037724 0.0Z27F222 1. 285794 01827
D EXC-"13) -0.205629 D0.0Z21032 -5.652640 00000
CHEZ(—20) -0 130202 00232656 -5 354285 O 0000
D EX(-23) —0.092524 oo0z25851 2. 592052 oo1sz2
CointEgi(-1)* -O.a912912 0. 124925 -5. 810558 00000
R-squared 0O s91281 Mean dependaent var -0 848571
Adjusted R-sgquared o0.832907 S. DO dependent var MF. 42904
S.E. ofregression FT.1Z24462 Akaike info criterion T.0AZ49T
Sum squared resid 1116 675 Schwarz criterion T 621198
Log likelihood —110. 2612 Hannmnan—Cuinn criter. F. 242919
F-statistic 15. 12234 Durbin-VWatson stat 1. 751405

Prob(F-statistic) O 000000

el JaY) ABe g Uadl) raaaat z 394l (6) JS
(E-views.1 zaliy 1 jaadl
L) mmaai aa ¢ Ldayl Joala () Ladll) et 35w il il
U Uasd) o aa e illaal) Al iy cclriall (Lo e JalS

(1) Okoye et.al,” Determinants of Behavior of Inflatidg®ate in Nigeria
Investment Management and Financial Innovations, 2019, Vol 16,
Issue 2.

(2) Alexander et al,"Analysis of the Main Determinants of Inflation
Nigeria", Research Journal of Finance and Accounting, 2015, Vol 6.
No 2.

(3) Moser G.G, "The Main Determinants of Inflation inglria, IMF Staff
Paper, 1995, Vol 42, No 2.
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Gl e Sl =3 saill (ola ALl 5)LaY) sediis ¢(pjlsil) Alla salaind de
(%91,8 1 (0,918912) Uil momaai aa by r3gaill a5 . el
383 e 2y Le 1385 (0.0000Q (ssiame 2ic Ay Ailian) dygiea <l Ll Jaadls
dad iyl e (%91,8) ) (i 13 s skl o) 8 Ayl AR 544
(& 4nanaal o sl Jal) (Al diad e Al Aol b sl Jaxs
i 10 (0 3ang 1,0) 40 ans Undll e aa sl 38y cAgdlad) 4
i ARl Al adcall Va5 4 lihai )y GVEAY) aes o
LpE 56l 13 Jse 2 gl

Leliali viey 2ol ud 8 Aygina ey Alla (IR) 2000 jaas i 3,03
s O A€e ABe aay o Jay Les cAgsins i (t-1) 3aaly A 3yl
(P 0.0042 o tua %1 vic dflias) dysiea 3 as pdazill Janes 3230l)
Sl e 3Ly of s (1,857) t-1 8yl 8505 e Jalas oy s
O AR Aanda . %1,85 Ay adaill Jaxa alédsl ) sa50m %1 Jaxa
AgalaidY) Ayl e 315 oy il

iBle gay Ao Jy bae cysinay Lnse 4D (M2) 2580 (e e Wl
Cua %1 vie dplias) dsiee Qi3 g adozill Jaza 2581l (aje Gn 4k
13 4l Cia 0,43t 5yl 8 358l (mye Jules @l Caa (P 0.0000)
%0,43 4wty adaill Jama 33 ) a5 b L8 %1 Ay (gadil) yia g jaall
6% @kl (mg yaal) 5ol Ala 88 Zpalaidy) Aplaill ae (34155 ADlal) dagla
il Jaza 3Ly ) &l

s Ammse 4Ll (EX) Jladll (ddal) Coyuall je el Ay Ll

Ja Len cdysinay Al o Baaly diia) 8% Lebialing 2ol (s PIA 4ysine
Aggine D (s adill Jasay Ciypall jaw (i ApnSe A8 Spa e
(0,206°) Ciyall yrus Julaa ilis (P 0.00000 o} cam %1 vic diliaa)
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