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ABSTRACT 
This research work investigates the impact of banks’ credit on the growth of 
Nigerian economy between 1981 and 2012. The study was needed due to the 
central role which the deposit money banks’ credits play in the economic, 
financial and social development and growth of the economy. The study made 
use of secondary data in its analysis. Four explanatory variables (Credit to Other 
Sectors, Credit to Service Sector, Credit to Production Sector, and Credit to 
General Commercial Sector) were specified and used to establish a relationship 
with the level of economic growth in Nigeria measured by real gross domestic 
product, industrial gross domestic product and agricultural gross domestic 
product using the multiple regression tool.  The specific finding of the study is 
that: there is a significant relationship between deposit money banks’ credit to 
other sectors and economic growth of Nigeria; there is a significant relationship 
between deposit money banks’ credit to services sector and Nigeria economic 
growth; there is a significant relationship between deposit money banks’ credit 
to the production sector and economic growth of Nigeria; there is no significant 
relationship between deposit money banks’ credit to general commerce sector 
and economic growth of Nigeria. The conclusion therefore is that deposit 
money banks’ credit enhances economic growth over the years. Based on the 
above finding the study recommends that: credit policies should be consistent 
and followed up to their logical conclusion, credit policies should be consistent 
for better implementation and result.  
Keywords: Economic Growth, Deposit Money Bank, Gross Domestic Product, 
Industrial Gross Domestic Product, Agricultural Gross Domestic Product.  
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CHAPTER ONE 

INTRODUCTION 

1.1  Background of the Study 

Banks are germane to economic development through the financial services 

they provide. Their intermediation role can be said to be a catalyst for economic 

growth. The efficient and effective performance of the banking industry over 

time is an index of financial stability in any nation. The extent to which a bank 

extends credit to the public for productive activities accelerates the pace of a 

nation’s economic growth and its long -term sustainability (Kolapo, Ayeni and 

Oke, 2012).  

Banking is a service industry and like all service industries is influenced 

in its evolution and development by the socio-political and economic 

environment of the particular country. Deposit money banking in Nigeria has 

been in existence since 1892 till date and it occupies a central place in the 

nation’s financial system. Deposit money banks are essential for the growth of 

the national economy by intermediating between the surplus and deficit units, 

and it increases the volume of national output through the multiplier process. 

Other functions of Deposit money banks in Nigeria include: granting credit to 

various sectors in the economy, money creation as an essential variable in the 

growth of national income, acceptance and safe keeping of deposits and other 

valuables, encouraging banking habit among citizenry, transferring of funds 
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both to the banked /unbanked citizenry, implementation of government 

monetary policies, provision of employment opportunities. 

The Central Bank of Nigeria (CBN) has stipulated some guideline on 

how deposit money banks are to give credits to different sectors to improve the 

development of Nigerian economy. These credits encourage both internal and 

international businesses and according to (Olokoyo, 2011), these credits could 

be on short (period up to 1year), medium (1year to 10years) or long term 

(10years and above) basis as long as they do not hamper the liquidity of the 

banks. However, deposit money banks in Nigeria grant credits on short term 

basis generally while medium term and long term credits are granted by 

Industrial Banks or Development Banks. Deposit money banks give credits after 

considering the following 5 items otherwise known as the 5Cs of Credit 

Management i.e. Character, Capacity, Commitment, collaterals or securities 

provided and Condition).  

However, since 1980s, there has been an international consensus on the 

issue of adequate regulation and supervision of the financial sector (and in 

particular, banking institutions) and this issue has featured prominently in many 

international fora where discussions have centered on the operations and health 

of the financial sector (Aniekan and Sikiru, 2010). 

Deposit money bank credits have improved investment both locally and 

internationally. For instance, Deposit money bank credit in Nigeria is channeled 

to so many sectors of the economy with specified interest rate as stipulated by 
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the CBN which is being amended from time to time. The approved sectors for 

these credits printed out by the CBN (2006) are: 

a.) General Commerce 

b.) Production sectors 

c.) Services 

d.) Others 

However, from the year 2010 till date the priority sectors are Agricultural 

Sector, Production Sector and others (CBN, 2010). 

According to Central Bank of Nigeria Annual Report (2012), Sectoral 

Distribution of Commercial Banks' Loans and Advances in fourth quarter 2012 

stood at N316,364.0m for Agriculture, Forestry and Fishery, N1,068,341.7m for 

Manufacturing, N1,771,496.3m for Mining and Quarrying and N539,759.8m for 

Real Estate and Construction. Export and Import are N65,612.8m and 

N690,962.4m, respectively. Public utilities, transport and communication and 

credit to financial institution were N29,270.5m, N966,251.3m and 

N249,083.4m, respectively. Adekanye (2009) observed that in making credit 

available, banks are rendering a great social service, because through their 

action production is increased, capital investment are expanded and a higher 

standard of living is realized.  

The concept of economic growth is viewed as an increase in the net 

national product in a given period of time (Dewett, 2011). He explained that 

economic growth is generally referred to as a quantitative change in economic 
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variables, normally persisting over successive periods. Todaro and Smith (2012) 

defined economic growth as a steady process by which the productive capacity 

of the economy is increased over time to bring about rising levels of national 

output and income. Jhingan (2006) viewed economic growth as an increase in 

output. He explained further that it is related to a quantitative sustained increase 

in the country’s per capita income or output accompanied by expansion in its 

labour force, consumption, capital and volume of trade. The main characteristics 

of economic growth are high rate of growth of per capita income or output, high 

rate of productivity, high rate of structural transformation, international flows of 

labour, goods and capital (Ochejele, 2007). Economic growth can also be 

measured in terms of Gross Domestic Product (GDP) and Human Development 

Index (HDI), which is an index that measures national growth based on 

measures of life expectancy at birth, education attainment, literacy and adjusted 

real per capita income. 

Commercial bank credit has been recognized as an essential tool for 

promoting economic growth in Nigeria, (Bakare, 2013). Bank regulatory bodies, 

investors, and management experts wonder to what level commercial bank 

credit exert influence on Nigeria economic growth. Some studies such as Beck, 

Cull and Jerome (2010), Levine (2012), Odedokun (2009), and King and Levine 

(2013) are of the view that credit to the public sector is weak in generating 

growth within the economy because they can easily be wasted on things that 

cannot influence economic growth and politically motivated programmes which 
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may not be at the interest of the populace. Some other studies are of the view 

that both private sector credit and public sector credit are needed to stimulate 

economic growth. Inspite of the deficiencies shown overtime in the public 

sector credit, private sector credit has been a good predictor of economic growth 

(Crowley, 2011; Beck et. al, 2012)    

The above statements have shown that Deposit money bank credits play 

major roles in the economic, financial and social development of the economy. 

This study will show clearly the impact of deposit money bank credits on the 

economic growth of Nigeria. The extent the deposit banks have lent strong 

support to all the identified sectors of the economy is what the present study 

tends to prove. 

 

1.2   Statement of the Problem 

Prior and after the structural adjustment era, the Central Bank of Nigeria 

has been seen to be playing a leading and catalytic role by using direct controls 

not only to control overall credit expansion but also to determine the proportion 

of bank loans and advances going to “high priority sectors” and “others”, 

(Aniekan and Sikiru, 2010). This sectoral distribution of bank credit is often 

meant to stimulate the productive sectors (agriculture, industry and 

manufacturing) and consequently lead to increased economic growth in the 

country, (CBN, 2010). Unfortunately, according to Aniekan and Sikiru, (2010) 

the Financial System Stability Assessment (FSSA) conducted by IMF in 2002 
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concluded that the Nigerian financial system was vulnerable to a number of 

risks, such as fiscal indiscipline/dominance, the economy’s high dependence on 

volatile oil prices, and financial abuse. The report further noted that there were 

serious concerns about the soundness and stability of the Nigerian banking 

system.  

The Central Bank of Nigeria also noted that the flow of credit to the 

priority sectors did not meet the prescribed targets and failed to impact 

positively on investment, output and domestic price level (CBN, 2009). 

Certainly, these comments have evoked certain questions bothering the strength, 

effectiveness, and productivity of bank credit in the Nigerian economy. 

 Bakare (2013), opined that there is little information available about the 

activities of the banking industry and how they affect the economy where they 

operate. Obviously, researches have been carried out on banks credits and how 

they influence economic growth but there is dearth of research on the effect of 

bank credits on Industrial and Agricultural Gross Domestic Products 

respectively. This study will fill this gap by analyzing the contribution of 

deposit money banks credits to Industrial Gross Domestic Products and 

Agricultural Gross Domestic Products in Nigeria.  

 

1.3 Objective of the Study 

This study seeks to establish how deposit money banks credits have contributed 

to the growth of the Nigeria economy. Specifically the main objectives of this 

study are: 
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a.) To determine the extent to which deposit money banks’ credits to other 

sectors of the economy affect economic growth of Nigeria proxied by 

Real Gross Domestic Product, Industrial Gross Domestic Product and 

Agricultural Gross Domestic Product. 

b.)  To determine the extent to which deposit money banks’ credits to 

services sector of the economy affects Nigeria economic growth proxied 

by Real Gross Domestic Product, Industrial Gross Domestic Product and 

Agricultural Gross Domestic Product. 

c.) To determine the extent to which deposit money banks’ credits to the 

production sector of the economy affects economic growth of Nigeria 

proxied by Real Gross Domestic Product, Industrial Gross Domestic 

Product and Agricultural Gross Domestic Product. 

d.) To determine the extent to which deposit money banks’ credits to general 

commerce sector of the economy affects economic growth of Nigeria 

proxied by Real Gross Domestic Product, Industrial Gross Domestic 

Product and Agricultural Gross Domestic Product. 

 

1.4   Research Questions 

Based on the above research objective, the following questions will be 

answered from the analysis of the figures emanating from the study. 

a. To what extent does deposit money banks’ credit to other sectors of the 

economy (COSE) affect economic growth of Nigeria? 
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b.  To what extent does deposit money banks’ credit to services sector of the 

economy (CSSE) affect Nigeria economic growth? 

c. To what extent does deposit money banks’ credit to the production sector 

of the economy (CPSE) affect economic growth of Nigeria? 

d. To what extent does deposit money banks’ credit to general commerce 

sector of the economy (CCSE) affect economic growth of Nigeria? 

 

1.5   Statement of Hypotheses  

The following hypotheses were to be tested and analyzed: 

Ho1:  There is no significant relationship between deposit money banks’ credit 

to other sectors of the economy (COSE) and economic growth of Nigeria. 

Ho2:  There is no significant relationship between deposit money banks’ credit 

to services sector of the economy (CSSE) and Nigeria economic growth.  

Ho3:  There is no significant relationship between deposit money banks’ credit 

to the production sector of the economy (CPSE) and economic growth of 

Nigeria. 

Ho4:  There is no significant relationship between deposit money banks’ credit 

to general commerce sector of the economy (CCSE) and economic 

growth of Nigeria. 

 

1.6    Significance of the Study 

This study shall be of benefit to the Central Bank of Nigeria (CBN) and other 

regulatory authorities as it will help them in judging the effectiveness of the 
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credit policies being formulated and issued. It will assist the deposit money 

banks to improve on their scope of operations regarding the Nigerian financial 

system, and focus more on credit policy implementation so as to enhance 

economic growth. In addition to that, recommendations made in this study shall 

significantly guide regulatory authorities in Nigerian Financial System in policy 

making.  

This work will be of great significance to students of finance as they shall 

gain knowledge. Investors shall not be left out. This work shall guide investors 

in their investment decisions as it will make them know when government 

credit policies encourage lending or borrowing. Finally, it shall provide 

knowledge to researchers who may be interested in the area of credit policy and 

the economy. 

 

1.7    Scope and Limitations of the Study 

This study will only focus on real gross domestic product as a measure of 

economic growth. The study is limited to the impact of banks’ credit on the 

economic growth of Nigeria. The data used are absolute aggregates for each 

variable obtained for the period 1981-2012.  

However, inadequate data and lack of finances are some of the limitations 

of the study. Also lack of time was one of the obstacles, which constrained the 

researcher; the period of time used for the research was too short that the 

researcher found it hard to do a very thorough job as he had planned. 
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Nevertheless, in spite of the above limitations, the researcher was able to carry 

out a satisfactory work. 

 

1.8 Organization of the Study 

The study is organized into five chapters wherein chapter one being the 

introductory part of the study, deals with the background of the study, statement 

of the problem which the researcher seeks to examine, purpose of the study, 

statement of hypotheses and research questions amongst others. 

Chapter two focuses on the literature relevant to the study which lends a 

detailed exposition of the theoretical concept necessary to enhance a better 

understanding of the theme of the study. 

Chapter three deals with the research methodology used in the study. 

Chapter four deals with the analysis of the data collected as well as 

testing and validation of the hypotheses formulated in chapter one. 

Chapter five being the final chapter summarizes the findings of the 

research and ends with conclusion and recommendation on the entire research. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1  Introduction 

This chapter presents an update on the contributions of other scholars and 

researchers and their findings on the topic of study. The aim is to bring to 

proper perspective the fundamental issues that are of key importance to the 

banking system. As the supplier of credits which promotes economic 

development, the banking system remains an important sector of the modern 

economy. Governments of the world over therefore supervise and regulate 

banks more than any other sector of the economy 

 

2.2 Review of Related Literature 

The existence of a relationship between finance and growth seems 

incontestable as many researchers have worked on the issue and positively 

confirmed it. What is debatable is the direction of causality between finance and 

growth. The direction of causality has been described by Patrick (1966) as 

supply-leading and demand-following hypothesis. When causal relationship 

runs from financial development to growth, it is termed supply-leading because 

it is believed that the activities of the financial institution increase the supply of 

financial services which creates economic growth.  

Similarly, when the growth within the economy results in increase in the 

demand for financial services and this subsequently motivates financial 
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development, then it is termed demand-following hypothesis. There are other 

scholars who believe that causality runs in both directions. 

Supply – Leading Hypothesis  

The proponents of this hypothesis believe that the activities of the financial  

institutions serve as a useful tool for increasing the productive capacity of the  

economy. They opine that countries with better developed financial system tend 

to grow faster. As previously stated, early economists like Schumpeter (1934) 

have strongly supported the view of finance led causal relationship between 

finance and economic growth. Subsequently, several researchers have supported 

the findings. A farmer could provide his own savings to increase slightly the 

commercial fertilizer that he is now using and the return on the marginal new 

investment could be calculated. However, there is a virtual impossibility of a 

poor farmers’ financing from his current savings, the total amount needed for 

investment in order to adopt the new technology. As such access to finance is 

likely to be necessary over the one or two years when the change takes place he 

concluded.   

Going through the literature in more detail, the seminal study conducted 

by King and Levine (2013) on seventy seven countries made up of developed 

and developing economies used cross-country growth regression. The aim of the  

research was to find out whether higher levels of financial development are 

significantly and robustly correlated with faster current and future rates of 

economic growth, physical capital accumulation and economic efficiency  
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improvements. The result showed that finance not only follows growth; finance  

seems important to lead economic growth. This further buttressed the assertion  

that financial services stimulate economic growth. Greenwood and Jovanovic  

(2010) also observed that financial institutions produce better information, 

improve resource allocation (through financing firms with the best technology) 

and thereby induce growth. Several research works on finance and growth 

support a positive correlation between the two variables while causality 

emanates from finance to growth. 

Following the line of argument of the previous researchers was Gross 

(2012) who used two growth models to examine the impact of financial 

intermediation on economic growth. He stated that economic growth is no 

longer believed to happen for exogenous reasons; instead governments through 

appropriate policies particularly with regard to financial market can influence it. 

The recent work of  Demirguc-Kunt & Levine (2013) in a review of the various 

analytical methods used in finance literature, found strong evidence that 

financial development is important for growth. To them, it is crucial to motivate 

policymakers to prioritize financial sector policies and devote attention to policy 

determinants of financial development as a mechanism for promoting growth.  

The study conducted by Diego (2011) used panel estimation technique to assess  

the mechanisms through which policy changes have influenced the growth 

performance of fifteen European Union economies also supports the above 

postulations. He came to this conclusion with the aid of two channels. First is 
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the increase in the level of financial intermediation measured by the rise in the 

private credit to GDP. The second channel was the improvement in the quality 

and efficiency of the financial intermediation process proxied by the fall in the 

growth rate of the ratio of non-performing loans to total loans. The result 

revealed that the harmonization process has impacted growth through the 

increase in the level and efficiency of financial intermediation. The 

liberalization of capital controls has primarily affected growth through 

improvements in the degree of efficiency in financial intermediation, he 

concluded.  

Recent Habibullah and Eng (2006) using the GMM technique conducted 

causality testing analysis on 13 Asian developing countries. The result is in 

agreement with other causality studies by Calderon & Liu (2008); Fase & Abma 

(2013) and Christopoulos & Tsionas (2012). They found that financial 

development promotes growth, thus supporting the old Schumpeterian 

hypothesis.  

In furtherance to the above studies, a good number of other recent studies 

lend further credence to a causal relationship between credit and economic 

growth. The IMF autumn 2008 Global Financial Stability Report detected a 

statistically significant impact of credit growth on GDP growth. Specifically, it 

was revealed that “a credit squeeze and a credit spread evenly over three 

quarters in USA will reduce GDP growth by about 0.8% and 1.4% points year-

on-year respectively assuming no other supply shocks to the system”.  
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The research work by Swiston (2008) on the USA used a VAR containing 

two lags to construct a model with variables such as nominal interest rate, yield 

on investment grade corporate bonds with remaining maturity of 5-10 years to  

capture long term interest rate, real GDP, oil prices, equity returns and real 

effective exchange rate made positive contribution in that direction. He posited 

that credit availability proxied by survey results on lending standards is an 

important driver of the business cycle, accounting for over 20% of the typical  

contribution of financial factors to growth. A net tightening in lending standards 

of 20% basis points reduces economic activity by ¾% after one year and 1¼% 

after two years.  

Demand – Following Hypothesis 

Despite the above views, growth is at times seen as unrelated to banks. They  

postulate that economic growth is a causal factor for financial development.  

According to them, as the real sector grows, the increasing demand for financial  

services stimulates the financial sector (Gurley & Shaw 1967). Robinson (1952)  

was of the opinion that economic activity propels banks to finance enterprises.  

Thus where enterprises lead, finance follows.  

Following the same line of argument was Goldsmith (1969) who used an  

alternative view of emphasizing the role of capital accumulation in economic  

growth. According to him, overall financial development matter for economic  

success as it lowers market friction which increases the domestic savings rate 

and attracts foreign capital. To him, financial policies such as direction of credit 
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to sectors itself do not seem to matter much. He is of the opinion that policy 

makers may achieve greater returns by focusing less on the extent to which their 

country is bank based or market based and more on legal, regulatory and policy 

reforms that boost the functioning of the markets and banks. Using data from 35 

countries between 1860 and 1963, he empirically concluded that “a rough 

parallelism exists between economic and financial development in the long 

run”. 

Similarly, Lucas (1988) believed that economists have badly overstressed 

the role of financial factors in economic growth. In essence, banks only respond 

passively to industrialization and economic growth. Empirically, a re-

examination by Favara  (2013) of the analysis of Levine, Loayza & Beck (2011) 

used the panel estimation technique and reported that relationship between 

financial development and economic growth is at best weak. To him, there is no 

indication that finance spurs economic growth, rather for some specifications, 

the relationship is puzzlingly negative. Therefore, the effect of financial 

development on economic growth is ambiguous and not robust to alternative 

dynamic specifications. This he attributed to the fact that financial development 

does not have a first order effect on economic growth; the link between them is 

not linear and if the dynamic specification and slope heterogeneity across 

countries are taken into account, the effect is negative. 

The study by Muhsin & Eric (2010) on Turkey further lends credence to 

this postulation. According to their study, when bank deposit, private sector 
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credit or domestic credit ratios are alternatively used as proxy for financial 

development; causality runs from economic growth to financial development. 

They therefore concluded that growth seems to lead financial sector 

development.  

Bi-directional Causality 

The proponents of this view postulate that there is a bi-directional 

relationship between finance and growth. Demetriades & Hussein (1996) 

conducted a study on 16 less developed countries between 1960 and 1990 with 

the aid of time series technique. They observed long run relationship for 

indicators of financial development and per capita GDP in 13 countries. 

However, they found bi-directional causality in six countries and reverse 

causality in six countries while South Africa showed no evidence of causation 

between the variables. Likewise, Odedokun (2009) used the ordinary least 

square method and reported varying degree of effects of finance on growth for 

both high and low income groups in the developing countries.  

Demetriades & Andrianova (2012) postulate that whether financial 

development Granger causes growth, it is important that the financial system is 

well functioning. If so, they believe it will assist the real economy to fully 

exploit available new opportunities. When there is reverse causation, it is 

assumed that when the real economy grows, there will be more savings coming 

into the financial system, which will allow it to extend new loans.  
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This assertion could readily be applied to the Shan & Jianhong (2006) 

study of China economy where they found a two-way causality between finance 

and growth. With the aid of VAR technique and using five variables namely 

GDP, total credit to the economy, labour, investment and trade, the study 

observed that financial development was the second most important factor after 

the contribution from labour force growth in affecting economic growth. They 

also found that strong economic growth in the last 20 years has significant 

impact on financial development by providing a solid credit base. The study 

concluded that Granger causality from GDP growth to financial development is 

stronger than the causality from finance to GDP growth. 

In conclusion, although evidence from empirical work support the fact 

that both finance and real output are positively related to each other, the 

relationship is country specific and one should not extrapolate one country’s 

experience to another. Based on this assertion, this research will examine the 

causal relationship that exists between finance and growth in Nigeria. 

 

2.3  History of Banking in Nigeria 

The Nigerian banking system has come a long way from the Laissez Faire 

period though the minimal regulatory era of the first banking ordinance of 1953 

and first post-independence enactment on banking to modern day deregulation 

in an environment of increasing global interdependent and internationalization 

of financial market.  The challenges of expansion, the rapidity of change and the 
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urgency of the need to harmonize our banking practices with those of 

international community have all pointed to the need for a proper review of our 

former regulatory tools in terms of lending to various sectors of the economy, 

the heart and soul of which were the enabling legislation of the Centre Bank of 

Nigeria Act 1958, and the banking Act of 1969 and subsequent amendment 

(Cecchetti & Kharroubi, 2012). According to Nzotta (2009), the CBN involved 

through direct legislation and was supper imposed on the colonial financial 

structure that existed prior to 1959. The establishment of the bank was kindled 

by various factors, prominent amongst which were the Nationalist feelings that 

was the ease in the 1950’s, the adverse effects of the 1952 banking ordinance 

which led to the collapse of many indigenous banks. The up sided method of 

approval and disbursement of loans by the surviving expatriate banks to 

indigenous businessmen and other sectors of the economy, the quest for 

accelerated economic development of the country and the need for economic 

independence of the country. These reasons propelled the private members 

motion by Hon. K.O. Mbadiwe in April, 1952. In the federal House of 

Representatives calling for the establishment of a centre bank in Nigeria to 

perform functions generally expected of centre banks. He advocated that the 

federal government of Nigeria should initiate organize and establish within two 

years from the passage of the motion, the motion was defeated in the House 

since the colonial authorities felt that the establishment of the Apex bank was 

premature considering the non-existence of a domestic financial infrastructure 
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and an organized money market. An amendment to this motion calling on the 

government to examine and report on the possibility and desirability of 

establishing the Centre Bank in Nigeria was later adopted by the House and this 

forced the colonial government to appoint Mr. A.U. Fisher from Bank of 

England in 1953 to carry out his task. 

 Fisher based his report on Conventional banking principles. He argued 

that a second financial atmosphere does not exist for a CBN at that point in 

time. He rather proposed a 3 steps program leading to the establishment of a 

Centre Bank. The programs are: 

(a) Establishment of Nigeria currency and a separate currency board to take 

over Nigeria’s share of WACB’s assets. 

(b) Transfer of all operations o the WACB of Africa so that its management 

would centrally be indigenized after the local people here acquired the 

necessary experience and  

(c) Establishment of a Bank of Issue as the rudiment of the future Centre 

Bank. 

The Fisher’s report was received with mixed feelings by the indigenous 

people. The World Bank mission of 1955 also reviewed the case for a Centre 

Bank of Nigeria. The World Bank report led to the irritation of Sir J.B. Loynes 

another adviser to the Bank of England in 1957 to advice on the feasibility of 

establishing a central bank. The Loynes report fissured the establishment of a 

central bank. Consequently, this led to the broadcast in March 1958 of the 
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centre bank of Nigeria ordinance. The Centre Bank later opened for business on 

July 1, 1959 with extensive powers to perform various functions as specified in 

the ordinance. The main aim of the CBN as specified in section 4 of the 1958 

ordinance which established the bank are as follows: 

a) Issuing of legal tender currency in Nigeria. 

b) Promoting monetary stability and sound financial structure in Nigeria. 

c) Maintaining of external reserves in order to safeguard the international 

value of the domestic currency. 

d) Acting as a banker and financial adviser to the federal government. 

The CBN operated with the 1958 ordinance which was revoked in 1991 by the 

CBN Act No 24 of 1991. According to Arcand, Berkes, & Panizza (2012) since 

independence, the financial system in Nigeria has involved through a number of 

district phase. 

i. Foundation phase 

ii. Expansion phase 

iii. Consolidation phase 

iv. Reform phase 

The Foundation Phase occurred between 1950-1970 centered on 

establishing institutions and developing the necessary legislative framework. 

The Expansion Phase directed at bringing banking to the masses and in order to 

achieve this objective the network of branches was widened throughout the 

country covering rural, semi-urban and urban areas. The concept of priority 
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sector lending in the case of banks started in this phase. In the Consolidation 

and Reform Phases, which began in 1986, a major policy shift was introduced 

by the monetary authorities with the relation of controls, financial sector reform 

and deregulations was embarked upon which saw a rapid expansion in the type 

of financial sector institution and financial instruments. 

 According to Cecchetti & Kharroubi (2012), the fundamental changes 

that occurred in the financial system comprise the change in the regulatory 

framework as financial institutions particularly banks were given more direction 

for price setting whilst supervision was strengthened by the authorities through 

setting of prudential standards. 

 

2.4 The Philosophy of Bank Management 

The major objective of philosophy of bank management is to strengthen the 

corporate base, broadening the operation functions and improving the credit 

standing of banks. In the midst of intensifying competition in the financial 

sector provision of information and development of human resources. 

Moreover, banks expand operational functions so that they can properly respond 

to the diversifying needs of their customers and changes in the financial system. 

 As Cecchetti & Kharroubi (2012), put it the working of the banking 

system depends so completely on public confidence that is the ability and 

willingness of the institutions to carry out the contract and obligations into 

which they have entered, that the authorities must always seek to prevent failure 
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and contain the effects of those failures which are meritable. Banking sector is a 

key sector of the economy and its control should be indigenous. The problem of 

confidence was experienced in the early years of banking in England when 

people stopped depositing money with the king due to previous experience of 

his default of payment. This was the main reason for the evolution of banking in 

England. Here, confidence does necessarily mean ability to possess gold and 

secure the place of custody of the money, (as the king has that in abundance) 

but ability to refund the money on demand. Thus according to Cecchetti & 

Kharroubi (2012), the early Goldsmiths who became repositories of people 

deposits, won peoples’ confidence as highly respectable members of the society 

who could be trusted. This was largely due to their ability to refund depositors 

money on demand, confidence is crucial and infact indispensible in banking; it 

is the cornerstone of banking. If it collapses, the entire financial system will 

collapse and extension, the whole economy as it affects the relationship that 

exists between other banks, CBN and their customers, which include; 

individuals, corporate bodies, government parastattals and statutory 

corporations. 

 However, stable fund-raising and diversification of funding service is also 

encouraged. A stable supply of fund is absolutely essential for the banks to 

make the capacity of its financial capabilities. To this end, banks will continue 

to expand their range of fund-raising options by debenture and offer for 

subscriptions. 
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 Finally, according to Ben & Trabelsi (2012), upgrading operational 

capabilities the market and expansion of loans is of great importance in order to 

fully perform its roles as a bank. Banks must further improve their earning 

power to become a financial institution with truly sound structure. Actively 

pursuing new business while flexibly coping with changes in financial 

conditions. Amid the liberalization of finance and the progress being made in 

information technology, the financial environment is undergoing dramatic 

changes which include the opening of business opportunities in new fields. In 

order to strengthen its corporate base and provide banks with stronger support, 

the bank copes flexibly with changes which aggressively pursuing new 

businesses.   

 

2.5  Origin of Bank Credits 

The origin of bank credit could be traced to the medieval times/long before the 

advent of Gold Smiths in the western civilization. As far back as 1850 BC, 

lending activities were recorded in the temple samas in suipper of Babylon. At 

this time lending was primarily for consumption and the imposition of interest 

was termed exploitation. One of the earliest enrichments on bank lending is 

Hebrew Law. This law recognized lending but prohibited the taking of interest 

enrichment through lending and serve punishments were prescribed for such 

acts. This was later incorporated into mosaic laws, which prescribed thus “you 

should not lend upon interest to your brother” around 1545, the mosaic laws 
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were abolished and the taking of interest on loans was made legal. The Arabic 

civilization also recognized lending activities but discourages interest greatly. 

In addition, as commerce developed and the opportunities for transactions 

in money became plentiful, material practice went in the direction of lending 

with interest. Modern principles and practices of bank lending could be traced to 

the activities of Gold Smiths who transacted various financial businesses that 

led to the basis for formal banking business in 1587 in Venice; Italy. In Nigeria, 

the origin of lending could be traced to the activities of traditional financial 

intermediaries, long before the advent of the colonial masters. These 

intermediaries developed as a result of the credits needs of the rural population.  

It is notable that the basic occupation of the rural populace was peasant 

farming and crafts and these sustained the unformalized intermediation 

structures available at that time these intermediaries includes the following. Age 

grade association ‘esusu’ groups, rural development schemes, village, social 

clubs, family cooperative funds etc, sincerely people relied greatly on these 

groups for the their credit needs. The “esusu” in Yoruba land is a fund to which 

a group of individuals make fixed contribution of money at fixed intervals, the 

total money contributed by the entire group is given to each of the members in 

rotational basis. The “esusu” is a credit institution and an attempt is made 

further to make the fund available to members of the groups even when it is not 

their turn to receive credit but there is an urgent need for it. This assists 

members in solving the financial needs without borrowing from friends or 
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relations until it was prohibited by law due to some fraudulent practices by 

some organizers.  

The traditional financial intermediaries comprise large sources of credit 

for economic activities prior to the advent of commercial banks in Nigeria. It is 

important to note that even today, that the role has not been entirely eliminated 

by the presence of organized banks. The impact of these institutions is still felt 

in rural and semi-urban areas. They have three basic functions which are: 

Saving, Credit and Investment functions. 

 The commercial banks credits do not just occur, something or a need 

must prompt it. Savings is encouraged in every economy, but in a situation 

where the savings is not enough to take care of all the investment needs, the 

need for credits comes up. 

 In the world at large, the maximization of the welfare of citizens is 

always aimed at by the governments. In doing this, effort is made to satisfy the 

human wants by the provision of affordable goods and services. This is why 

most countries in the world mostly developing nations always have the 

promotion of economic development as one of their main objectives. 

 

2.6 What is Bank Credit? 

Different authors have defined credit in various ways. the oxford advanced 

learners dictionary defined credit as the” sum of money advanced or loan by a 
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bank” and “money shown as owned by a person, company etc. in a bank 

account”. 

 The credit facilities are the aggregate of all loans, advances, overdrafts, 

commercial papers, bankers acceptance leases guarantees, bills discounted, 

advance payment guarantees (APG) and other loss contingencies connected 

with a bank’s credit risks. Kar, Nazlioglu, & Agir, (2011) define credit as 

follows:  

 The ability to borrow money on the promise of future payment. 

 In finance, an amount loaned to a borrower. 

This definition relates more to fund based on lending activities to the exclusion 

of non-fund based activities. However, from the above definitions, we will 

conclude that credit includes all commitments by a bank that has risk exposure 

and that may result in financial loss to the bank. 

 

2.6.1 Types of Bank Credits 

From the above definitions, bank credits include the following: 

(a) Loans and Advances of: 

 Advances 

 Overdrafts 

 Medium-term Loans 

 Long-Term Loans 

(b) Special Credits Consisting of: 
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 Public Works Bonds, made up of: 

1. Advance Payment Guarantee (APG). 

2. Performance Bonds. 

3. Bid Bonds or Tender Bonds. 

 Custom and Excise Bonds. 

 Bill Lending Indemnities.  

(c) Leases 

(d) Documentary Bills 

(e) Other Credits like: 

 Bankers Acceptance 

 Commercial Papers 

 Bills Discounted 

We shall discuss the above types of credits facilities in detail in the following 

section: 

Loan and Advances 

(a) Advances: an advance is a short-term credit facility, granted for a definite 

period usually between 30 and 180 days. They are usually granted for a 

specific reason. For instance, financing of lectors of credit for project 

equipment imported, payment of various collected, refinancing of maturing 

loans, project bridging finance etc. the maturity date of an advance and this 

makes it to attract low interest rate due to the reduced risk. 
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(b) Overdraft: these are the most common and simplest forms of credit facilities. 

They are usually granted for working capital purposes and the amount 

outstanding is expected to fluctuate over the life of the facility depending on 

the borrowers’ working capital financing needs. In accordance with general 

banking practice, overdrafts, is a short-term loan usually between 30 to 80 

days and the limit accessible is usually communicated to borrower. The 

overdrafts allow the customer to use those amounts needed on day-to-day 

basis, thus saving unnecessary interest charges. Overdraft are repayable on 

demand and be terminated at banks option without prior notice to the 

customer. 

Short-term loans maybe secured or unsecured. Banks grant secured loans 

to borrowers who have a high debt/equity ratio or projects that have not 

established a record of satisfactory performance and stable earnings or 

generated enough sales revenue in relation to their capital large exposures. 

Unsecured loan is highly prohibited by banking laws in Nigeria and yet 

some banks still go ahead in granting credits in exceptional cases to projects 

that are properly financed , have adequate capital and net worth, competent 

management stable earnings, a good and comfortable record of prompt 

payment of obligations. Unsecured loans, however, often crystallize into 

doubtful and bad debts in Nigeria. 

(c) Medium Term Loans: these comprise vital sources of intermediate funds for 

projects and businesses. Medium-term loans are normally granted for 
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specific purposes such as investments, equipment financing, construction, 

agricultural financing, housing and share acquisition etc. 

Medium-term loans are facilities with a maturity period of one to five 

years or a loan granted under a formal agreement (revolving credit or 

credits) on which the original maturity of commitment is in excess of one 

year. They are negotiated between a borrower and a lender and are most 

common in industrial projects characterized by heavy fixed capital 

requirements. At times, small businesses and projects fall back to this source 

due to their limited access to the capital market. 

Medium-term loans allow flexibility for the user and a mortised in fixed 

installments on a monthly, quarterly, semi-annual or even annual basis, as 

the case may be. The CBN regulates the interest rates and it is usually higher 

than ordinary advances or short-term loans due to higher money and credit 

risks involved. This type of loan requires a loan agreement between the bank 

and the borrower. This agreement outlines the terms and conditions of the 

loan such as: 

 Preamble which contains the parties to the loan and the aim of the loan. 

 Amount of the loan needed. 

 Representation and Warranties. 

 Tenor of the loan. 

 Events of default/acceleration clause with guarantor’s sign off. 
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 Repayment schedule is usually specified to be either quarterly, semi-

annually or annually. 

 Interest rate also appears in this form which may range from fixed rates to 

floating rates. 

 Security/guarantee which is the collateral as usually specified. 

 Covenant of the borrower: this includes positive covenants, negative 

covenants and other uncertain clause/negative clause are restrictions on 

the borrower from special actions such as increasing its dividend 

payment, making loan to its officers and directors and purchasing or 

leasing fixed assets etc. 

Normally, a borrower is expected to execute series of promissory notes 

corresponding to each payment date, enforcement of repayment is therefore 

facilitated and both parties tend to have a greater faith in the agreement. 

(d) Long-Term Loan: Nigeria banks do not normally grant long-term loans. This 

is merely because of the nature of their deposit liabilities from where the 

credits are granted. Recently, banks have been engaging on long-term 

lending through syndicated loan agreements. For instance, five banks in 

Nigeria came together in 2011 to grant long-term credit to federal 

government of Nigeria in financing power sector. Investment banks, 

development banks and various international lending agencies usually 

provide long-term loans. These loans are granted for period exceeding five 

years. They are usually provided for fixed capital requirements and 
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amortized in fixed installments. The interest attached to long-term loan is 

higher than other rates due to higher risk exposure. 

(e)  Special Credits: These are special type of credits facilities extended by 

banks in favor of various businesses and projects. They are usually non-

fund based and are classified as credit since they involve some risk on the 

part of the bank or financial institution providing the facility. They are as 

follows: 

(1) Public Works Bond: there are three types of public work bond which we 

will discuss below: 

a) Advance Payment Guarantees (APG): most times, banks are required 

to issue APG made to a contractor by the employer, prior to the 

commencement of the contract. This guarantee assures the employer 

that the contractor is capable financially and technically to handle or 

execute the contract. 

b) Performance Bonds: banks issue this type of bond on behalf of their 

clients who have contract awards. The bond provides a guarantee on 

the contractor’s capability of executing the contract, his financial 

standing and credit rating. 

c) The Bid Bonds or Tender Bonds: this bond ensures that the contractor, 

to whom a contract has been awarded, will execute the contract 

successfully. The bid bond is called for the employer as soon as the 

contractor fails to accept the award. This is because failure to accept 
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the terms of the contract may result in additional cost of rewarding the 

contract to another contractor. 

(2) Custom and Excise Bonds: this type of bond is issued by the bank to 

guarantee a third party usually a government organ with regards to an 

importers capability of making payment of customs duties (for importers) 

and excise duties (manufactured goods in Nigeria) immediately liable to 

pay the sum guaranteed. 

(3) Bill of Lading indemnities: a bill of Lading is a negotiable document that 

confers title of goods. Banks usually issue a bill of lading indemnity to 

their customers in cases where the goods imported into the country arrive 

before the importer (customer) receives the bill of lading. This indemnity 

issued will therefore assist the customer in clearing the goods. This bill 

also indemnifies the shipping company against any loss of subsequent 

claims on the ownership of the goods covered by the indemnity. 

Documentary Credits 

A documentary credit or letter of credit is a written commitment of one bank 

addressed to an identifiable part to pay the seller of goods and services, an 

agreed sum of money on the condition that the seller produces documents 

proving that the goods have been supplied or that he has performed the services 

required of him. There are three types of documentary credits. These are:  

a) Revocable Documentary Credit. 

b) Irrevocable Confirmed Document Credit. 
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c) Irrevocable Unconfirmed Document Credit. 

(a) Revocable Documentary Credit: it allows the issuing bank to amend or 

cancel without notice to the beneficiary (the seller) before he pays. 

(b) Irrevocable Confirmed Document Credit: it offers the best security for 

payment to the seller assuming he fulfills his parts of the contract in this 

arrangement, another bank called the confirming bank commits itself to 

paying the seller if all the conditions of the credit are fulfilled. 

(c) Irrevocable Unconfirmed Document Credit: this type of documentary credit 

represents a commitment by the issuing bank usually the buyer’s bank to pay 

the seller if the terms of the credit are fulfilled. This type of credit cannot be 

cancelled or amended without the sell’s consent. 

Documentary credits could also be categorized according to the terms of 

payment. We could distinguish among sight credit, Red clause credit, 

acceptance credits, deferred payment credits and revolving credits. 

i. Sight Credit: this is a situation where the beneficiary receives payment on 

presentation and examination  

ii. Red Clause Credit: this is a special type of credit. It authorizes the 

advising bank to advance a part of the credit amount to the beneficiary to 

enable him mobilize the merchandise. 

iii. Acceptance Credit: this is a credit that allows the beneficiary to draw a 

time draft either on the issuing or confirming bank or on the buyer or 

another bank, as specified in the documentary credit. Immediately it is 
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accepted by any of the above parties, the issuing and confirming bank 

guarantees payment of the instrument at maturity of any bonfire holder. 

iv. Deferred Credit: in this type of credit, the issuing or confirming bank 

issues a written promise to make payment on maturity date. This contrasts 

with the acceptance credit since in the later case; a draft is accepted upon 

presentation of properly confirmed documents. Here, there is a clear 

advantage since the draft being a negotiable instrument, could be easily 

discounted. 

v. Revolving Credit: this type of payment comes up in a situation where a 

buyer intends to place order in excess of his requirement. The revolving 

credit is established stating intervals of delivery and also guaranteeing 

payment of each delivery believing the terms of the credit are maintained. 

The process of establishing a documentary credit involves two banks and two 

parties. The two banks involved are; the importer’s bank, also known as the 

opening or establishing bank and the confirming or notifying bank which is the 

exporter’s bank. The two parties involved are importer and exporter. It should 

also be noted that banks observe normal credit evaluation methods in granting 

these special credits. 

2.7   Classification of loans as to purpose (selected cases) 

2.7.1 Agricultural Loans  

As a result of the increased emphasis on increased agricultural output, 

government places a lot of emphasis on provision of loans by banks for 
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agricultural projects. The essence is to establish, reactivate, expand or 

modernize all types of agricultural enterprises, which are considered 

economically feasible and desirable to the achievement of stated national 

economic goods of self-sufficiency in agricultural production and commercially 

viable. 

Agricultural project lending in Nigeria is enhanced by the agricultural credit 

guarantee scheme fund operated by the central bank of Nigeria. According to 

the guidelines of the scheme, the fund seeks to provide guarantee in respect of 

loans granted by any bank for agricultural purposes with the aim of increasing 

the level of credit to the agricultural sector. 

Banks extend loans to agricultural projects through two methods; Direct 

Lending and On-Lending. Direct Lending involves lending directly to farmers 

(individuals, groups or organizations). On-Lending on the other hand, involves 

lending to farmers through intermediaries such as Co-operative Societies or a 

Financing Agency, Agricultural Cooperation, State or Federal Ministries of 

Agriculture, River Basin Development Authority and other relevant agricultural 

lending institutions and agencies. The later method is practice mainly by the 

Nigeria Agricultural Cooperative and Rural Development Bank (NACRDB). 

The criteria for this type of lending is the same as other types of lending and the 

security is the same, except that the ACGS requires that banks may make loans 

of up to a maximum exposure with personal guarantee. The interest rates are 

market-determined unlike previously when concessionary interest rates were 
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charged by banks. Agricultural lending could be by way of overdraft, short-term 

loans, medium-term loans or long-term loans, depending on the purpose and 

gestation period of the project. 

2.7.2 Export Finance  

Deposit money banks have always been involved in the export business in 

Nigeria, even before the emergence of oil as the dominant source of earnings for 

the country. For example, during the era of commodity boards’ involvement in 

the export trade, banks provided bridging finance to licensed buyers of 

commodities meant for export. However, following the deregulation in the 

Nigeria economy, banks are presently involved in export finance in the 

following areas: 

 Short-term financing of all aspects of non-oil export including storage, 

packaging, handing, transportation and delivery to the ultimate buyer. 

 Identification of the eligible non-oil export products, technical 

services and the identification of viable foreign markets etc. 

 Providing status reports on foreign buyers. 

 Advising on modes of payments for the experts. 

 Enhancing the quality of documentations of the export trade. 

Banks in Nigeria finance export as part of the overall national export promotion 

strategies. There are basically two types of export finance by the banks. They 

are: the pre-shipment finance scheme and the post-shipment finance scheme. 
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(a) Pre-Shipment Finance: This could be classified broadly into two- the 

Mobilization advance and the Merchandize or Produce advance. Pre-shipment 

finance is usually required by exports to ease the production, processing and/or 

packaging of export goods, up to the point they are placed on board a ship or 

any other mode of transportation. Pre-shipment finance could be classified 

broadly into two: 

i. Mobilization Advance: this type of facility is similar to an overdraft. The 

only difference is that where as an overdraft may be cancelled without 

notice and is always current, a mobilization advance is liquidated at the 

end of its tenure or on completion of the particular export project or at the 

end of the operating cycle of the transaction. 

This financing scheme assists an exporter to obtain funds for purchasing 

produce from other sources-local buying agents or growers. 

ii. Merchandize or Produce Advance: The merchandized or produce advance 

is a form of export finance provided by banks on the bases of warehouse 

receipts. This presupposes that the exporter has purchased the produce 

and put them in an approved warehouse and a reputable warehouse agent 

then issues a warehouse receipt. Here, loans are provided to the exporter 

and as a security for the finance, the export goods are controlled by 

placing them in the custody of a warehouse company, who issues a 

warehouse receipt on them. when a loan is made on the security of 
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warehouse receipt, there is a great reliance on the competence and 

integrity of the warehouse company. 

(b) Post Shipment Finance: Banks often advance funds to an exporter up to a 

certain limit on the basis of the estimated export proceeds. There is a 

presumption here that the produce or merchandize has been delivered on board 

the ship or other means of transportation and the full set of properly endorsed 

shipping documents or airfreight document delivered to the bank. 

Generally, banks also provide some form of bridge loans to exporters. This 

represents a form of short-term lending, provided with the understanding that a 

longer term loan will be used to repay the short-term source. Banks are usually 

caution about this arrangement since the short-term funds provided may 

eventually turn out to be long-term at the end of the day. Additionally, other 

methods of export finance provided include the negotiation of, and advance 

against foreign bills of exchange, foreign currency loans, documentary and 

acceptance credits and other services offered through accepting and confirming 

of letters of credit. 

 

2.7.3  Syndicated Credits  

Banks usually resort to loan syndications in an effort to spread risks, 

accommodate new viable projects and enhance their earning potentials. They 

also resort to this approach whenever they find a viable project which one bank 

cannot finance single-handedly. Under the syndication arrangement, there is a 
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lead bank and a consortium of other financial institutions (syndicates) 

comprising of banks, investment companies and insurance firms. Loans provide 

are usually large in nature and may be medium-term or long-term in nature. The 

interest rate may be above the prime lending rate and is usually payable 

annually or semi-annually or at any agreed period. The increased cases of 

syndicated project financing in Nigeria can up to 1998 be explained by general 

trends in the economy. Rising project costs and increased risks of doing 

business in a recessed economy were crucial factors that gave rise to loan 

syndications. Increased restrictions on lending by the monetary authorities, the 

high demand for loans and the need for capital adequacy dictated that banks 

enter into consortium arrangements, to cater for the credit needs of large project 

concepts.  

 However, the increased level of distress in the financial system adversely 

affected syndications and thus there has been a hill in this area especially 

between 1998 and 2004. 

 

2.7.4 Loans to the Rural Sector  

The limited nature of credit to the rural sector and the lopsided nature of bank 

branch expansion in favour of the urban segment motivated the federal 

government to introduce the rural banking programme in 1977 and recently the 

community banking scheme in 1991.  
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 The rural sector could to a large extent be equated to the agricultural 

sector, since the predominant occupation of the residents of the rural area is 

peasant farming. Limited credit facilities as a result of limited access to banks 

and poor banking habits, meant that this vital sector would be strangulated and 

growth would not be in the desired direction. 

 The monetary authorities during the era of direct control of bank credit 

prescribed minimum levels of loans for the rural sector in the monetary policy 

year. 

 This measure was aimed at compelling the banks to assist in the 

economic development of the rural sector. It was also aimed at breaking the 

vicious circle of low productivity, low incomes, low savings and low growth 

that has been the bane of the rural sector. 

 Under the present indirect system of credit control, these minimum credit 

prescriptions have been de-emphasized. Banks however, are still expected to 

extend substantial volumes of credit to the rural sector, even with the phasing 

out of the rural banking programme. 

 

2.7.5 Loans to Small and Medium Scale Enterprises 

Banks are also required to grant loans to small and medium scale enterprises. 

SMEs have the potentials of enhancing the level of development of the 

economy, in terms of increased output, creation of employment opportunities 

and the level of exports of the country. Over the years, banks did not 
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substantially provide the necessary assistance to SMEs because of the high level 

of risks associated with lending to small businesses. 

 However, in 2001, the bankers committee agreed to set aside 10% of the 

profit before taxes of each banks for financing of SMEs. 

 A small and medium scale enterprises equity and investment fund was set 

up for this purpose. The monetary authorities also set up the National Credit 

Risk Fund to provide additional guarantee for credit accommodation to small 

and medium enterprises. Available data show that the level of financial 

accommodation to SMEs has increased with the introduction of the equity 

investment fund.  

 

2.8 Role of Bank Credit in the Economic System 

It is generally accepted that banks credit influence positively the level of 

economic activities in any country. It influences what is to be produced, who 

produces it and how much is to be produced. This derives essentially from the 

intermediation role of banks (i.e. link between surplus and deficit units in the 

economic system).  

Bank credits affect and alter the level of money supply and costs of credit 

and thus moderate inflationary trends in the economy. This is premised on the 

fact that excessive credit expansion, affects money supply, which ultimately 

affects the level of inflation and aggregate economic performance. 
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Also, bank credit is the most important source of bank incomes. It affects 

a bank’s profitability and long-term growth prospects. It is also the most 

important aspect of a bank’s assets and infact the largest portion of the asset 

base. Bank credits also affect bank liquidity and non-performance credits are the 

major cause of bank distress and failure. It is noteworthy that the current 

distress in the financial system has its root in the large non-performing loans 

and advances granted by banks to various persons and the high level of credit 

abuses and inside dealings. Credits also promote the activities of banks and non-

bank financial institutions and thus influence the level of growth of the financial 

system. 

Finally, bank credit affects aggregate output and productivity, the pattern 

of production, the level of entrepreneurship, the realization of aggregate 

economic performance and economic growth. It could thus be concluded that 

credit is of crucial importance to banks, the monetary authorities and also the 

growth of the economy. The role of deposit money banks, credit is not only 

limited to the Nigerian economy, we can also refer to some other nations like 

the United States, we can also talk about the evolving role of deposit money 

banks in the US credit market. Ekpenyong and Acha (2011), stated that the 

deposit money bank played a great role in funding non-financial borrowing, ten 

years after the end of the industry’s most significant crisis since the great 

depression, banking has remained a major player in financing the nation’s 

economic activity.   



44 
 

She also examined the evolving role that deposit money banks play in the 

US credit markets. The available data reveals several consistent patterns over 

the past two decades. First, there had been a permanent increase in the overall 

borrowing capacity in credit market. In other words, an increase in the credit 

market is associated with the functioning of the economy. This increase was 

associated with the decline in the share of domestic non-financial borrowing 

that is directly funded by deposit money banks, but when debt growth leveled 

off in the early 1990s, so did deposit money banks share of this credit market. 

Banks’ smaller share of the credit market pre reflects a dramatic shift in the way 

loans to households and businesses are being financed. Specifically, asset 

securitization (the pooling of loans and their funding by the issue of securities) 

has allowed loans that used to be funded by traditional intermediaries, including 

banks to be funded in the securities markets. 

She also stated, however, that deposit money banks still play significant role in 

funding of non-financial sector business borrowing that deposit money banks 

fund on their balance sheet has not declined notably in five decades. Never the 

less, there has been a clean shift in how the banks lend a shift from shorter-term 

lending not secured by real estate to loans collateralized by business real estate. 

This shift may reflect banks’ continuing comparative advantage in real estate 

lending with respect to borrowing by households, on contrast, more recently, of 

consumer credit has reduced the extent to which these types of loans are directly 

funded by deposit money banks (and savings institutions). This funding is 
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consistent with the broadening of household-sector credit market over time; 

longer term increases in borrowing by households have generally not been 

associated with greater intermediation through banks. The securitization trend, 

however, has had a more severe effect on savings institutions than on deposit 

money banks. 

At the same time, the commoditization of credit markets, that is, the 

standardization, unbundling and repackaging of payments and risks associated 

with credit flows makes it harder to measure the importance of banks as well as 

other intermediaries in providing credit related services. Balance sheet data on 

who is funding loans can be a poor proxy for who is providing the financial 

services associated with the credit flows. Deposit money banks, particularly 

larger institutions, provide significant services in originating, servicing and 

enhancing the liquidity and quality of credit that is ultimately funded elsewhere. 

The provision of financial services is, however, reflected in bank earnings. And 

indeed, when one look at income-based measures of market shares, one does not 

see any evidence of a secular decline in the importance of deposit money 

banking.  

Thus, the conclusion of this study is that although the role of deposit 

money banks in the US credit market has certainly evolved, banks remain a 

critical part of the modern flow of funds that has broadened the availability of 

credit in the US economy. 
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IFC’s International Bank lending Catalytic Role in $395 million syndicated loan 

to MTN Nigeria Scoops “Africa Telecoms Deal of the Year” Award. Ahmed 

(2012) in Washington, D.C./London, the International Finance Corporation, the 

private sector arm of the World Bank Group, received the “Africa Telecoms 

Deal of the Year” award at Euro money’s project Finance magazine 4th Annual 

Awards Dinner at the millennium Hotel, London, for its key role in a $395 

million syndicated  loan to MTN Nigeria Communications Limited (MTN N), 

the country’s leading operator, announced on Nov 21, 2003, IFC contributed 

$100 million to the financing package-one of its largest ever investment in the 

telecommunications sector, and the corporation’s second largest investment in 

Africa so far. 

The project finance award for IFC’s international and local bank lending-

catalyzing role in the MTN N financing package represents a dual accolade to 

its sub-Saharan African and Global information and communications 

technologies departments. Project finance said that the award reflected that “the 

IFC part of the loan helped encourage other international lenders to provide the 

largest ever local currency debt facility Nigeria has seen-10 times as big as its 

closest comparable deal. 

Another key factor that swayed the Africa telecoms deal of the Year 

award to IFC is that it’s pivotal presence in the loan helped deepen local Capital 

markets by catalyzing the largest non-natural resource financing ever seen in 

Africa. 



47 
 

Ogege and Shiro (2013), noted that the project finance award for IFC’s 

catalytic role in the financing package, which MTN is using to expand and 

improve its network in Nigeria, was all the more satisfying because the MTN N 

transaction fitted so well with IFC’s strategy for Nigeria anyway, namely, a 

facilitated private participation in key areas of infrastructure, spurred financial 

sector deepening, and has supported the government’s reform of the 

telecommunication sector. 

In February 2001, MTN Nigeria was awarded a 15-year GSM license 

through an open auction process and launched its service in August 2001. The 

company now provides coverage to 56 cities and over 1000 villages and 

communities spanning all of Nigeria’s six geopolitical regions. Owing to robust 

demand for telecommunication services, MTN Nigeria achieved a total of more 

than one million subscribers within less than two years. For more details on 

IFC’s $100 million investment in the $395 million financing to MTN Nigeria. 

IFC’s strategic priorities in Nigeria include assisting small business by 

providing technical assistance and financing; assisting the non-oil sector, 

especially in financial restructuring and expanding non-traditional exports, 

enhancing the domestic financial sector by providing resources to deposit 

money banks for medium term lending; introducing new Financial products to 

enhance the development of local capital market, and promoting privatization 

and private investment in 1956. IFC has committed Financing to projects in 
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Nigeria amounting to $181 million as of FY 2003-the largest country portfolio 

in Africa. 

The mission of IFC (www.ifc.org) is to promote sustainable private sector 

investment in developing countries, helping to reduce poverty and improve 

people’s lives. IFC Finances private sector investments in the developing world, 

mobilizes capital in the international finance markets, help clients improve 

social and environmental sustainability, and provides technical assistance and 

advice to government and businesses. IFC’s world wide committed portfolio as 

of FY03 was $16.8 billion for its own account and $6.6 billion held for 

participants in loan syndications. The World Bank approved two poverty 

reduction loans, which heavily empower target communities with the projects 

management and implementation. 

The US $90 million in loans to Nigeria and Senegal aim to help the 

government from a top-down, supply driven and non-participatory mode of 

delivering service communities, to a demand-driven approach to poverty 

reduction, covering multiple sectors and depending on specific community-

demand needs. The total includes a US $60 million credit to the Federal 

Government of Nigeria Local Communities to help increase their capacity to 

work together in developing poverty reduction activities, and a US $30 million 

credit that will give local communities in Senegal an improved quality of base 

social services, while helping them effectively manage their own development 

resources with equal participation of women and youth. The Nigeria 
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Community Based Poverty Reduction Project will improve access to poor social 

and economic infrastructure and increase the availability and management of 

development resources at the community level. 

This project will focus on two main components: (1) poverty reduction 

policy, designed dissemination, and (2) Community-based initiatives in basic 

social and economic infrastructure. 

State and local government will benefit through increased knowledge 

about and capacity for community-based interventions and they will be sure to 

target their resources in a more cost-effective manner. The Federal Government 

will benefit through increased capacity for policy analysis, monitoring and 

evaluation, and enhancement of its role as coordinator of the national poverty 

reduction strategy.  

The Federal Government of Nigeria has recently reoriented its focus 

towards developing community based poverty reduction approaches and it has 

constituted presidential panel to rationalize and streamline all the poverty 

alleviation related programs and agencies. 

The African Development Bank will co-finance the project with an 

additional US $26.74 million. 

     These World Bank projects will support the following four of 

government’s main strategic objectives: 

a. Increased access to basic social services through direct and indirect 

poverty reduction interventions. 
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b. Increased access of poorer groups micro-finance products and services 

existing. Participating financial institutions and savings and credit 

associations. 

c. Strengthening of community-based organizations, participating financial 

institutions and savings and credit associations. 

d. Strengthening poverty strategy management, monitoring and evaluation. 

According to Nwanyanwu (2010), credit to Agriculture has been of immense 

advantage to the Nigerian economy since Nigerian has land areas of 98.3 sq.km 

and 74 million sq.km is good for farming, but less than half is being explored.  

      The population involved in farming is up to 60-70%, Agricultures 

contribution to GDP is also more than 41.5%, crops, livestock and fish have 

potentials for providing food and nutrition. Despite all these, there is threat of 

hunger and poverty; 70% of the population live on less than N100 (US $0.7) per 

day, youth unemployment is on the increase, small holder Farmers constitute 

80% of all farm holdings; their production system is inefficient, there is regular 

shortfall in national, food import is thus a common feature. Agriculture is a key 

sector that can affect majority of Nigerians.  

     Domestic food production is on the increase but not enough to meet 

national food demand, post harvest losses are more than 20-40%, because 

harvesting, processing/storage technique are inefficient, and as a result, supply 

is unstable. Access to adequate and nutritious food is limited by low-

income/poverty, because nutritious foods are sometimes expensive. Domestic 
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production has been on the increase but remained above production and food 

import is on the increase. Food production must grow consistently well above 

demand to bridge shortfalls. Credits to agriculture will help increase the quality 

and quantity of Agricultural products and bridge the gap between the high 

demand and low supply of domestic product which give rise to increase in 

importation which has an adverse effect on the economic development of 

Nigeria.  

      In addition to banks, there are other institutional program that has been 

introduced recently for the support of agriculture in the Nigerian economy, such 

as: 

1.) National Acceleration Crops Production Programme (NAICPP)-1996.  

2.) Agricultural and Rural Transformation Programme (ARTP)-2000. 

3.) National Economic Empowerment Development Strategy (NEEDS) was 

introduced in 2003/2004; it is a reform programme that encourages 

private sector operations. 

Funding was and remains a major problem for both the government and farmer 

investors. Government budget for Agriculture has been on the decrease and 

should rather be increasing; this gave rise to sourcing assistance from external 

sources as the banks and other international finance institutions. There are some 

other sectors of the economy that benefit from the bank. Credits and credits 

from other finance institutions, like the IFC (International Finance Corporation). 

(IFC) Finance in Nigeria in 2002, reports that the enthronement of democratic 
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government in Nigeria, in May 1999, and the incessant Foreign tours of Chief 

Olusegun Obasanjo to various developed economies to solicit for foreign 

investments and funds into the Nigeria economy, one can say that his efforts has 

yielded positive impacts, as more foreign aid and Foreign Direct Investment 

(FDI) have been flowing into the Nigerian economy. It is of great importance to 

note here that the International Finance Corporation (IFC) is one of the Brecton 

wood institutions. Recently, term loans were granted to about seven institutions 

in Nigeria. This includes five banks and two other organizations, one in the 

transport sector and the other in security and safety services. International 

Finance Corporation IFC is an international organization, founded in 1956 to 

cater for economic growth and development of economies of developing 

member countries by promoting private sector development. IFC is a member of 

the World Bank group, which includes the International Bank for 

Reconstruction and Development (IBRD) otherwise known as World Bank, The 

International Development Association (IDA) and the Multilateral Investment 

Guaranty Agency (MIGA). IFC is a legal entity separate and distinct from the 

World Bank, IDA and MIGA. It has her own Articles of Agreement, Share 

Capital, Financing Structure, Management and Staff. Although, membership of 

IFC is only open to member countries of the World Bank, which was put at 175 

member countries as at June 2001. 

IFC’s prime product and service are loans, equity investment, quasi-

equity, client risk guarantees, under writing and investment banking service, 
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technical assistance, advisory activities and special targeted assistance to boost 

the economic welfare of member countries and private sector initiatives. One of 

the principal areas of interest of IFC is the finance of small and Medium Scale 

Enterprise (SME) which they are thoroughly giving the highest priority in the 

financial assistance given to developing member countries and private sector of 

such countries. Seven Nigerian Institution were beneficiaries of IFC loan in the 

last accounting year. These institutions includes Diamond Bank, Guaranty Trust 

Bank (GTB), FSB International Bank, Investment Banking and Trust Company 

Limited (IBTC), Citibank Nigeria, Oha Motors (Nigeria) Limited and Safety 

Centre International Limited. 

 Diamond Bank Nigeria Plc is one of the leading deposit money banks in 

Nigeria with branches in major cities of the federation. Diamond Bank is 

a deposit money bank with a strong focus on manufacturing, oil, gas 

transportation and general commercial activities. They were given a loan 

of twenty million US dollars ($20 million) to assist small and medium 

scale enterprise (SME) for rehabilitation and new investment for viable 

projects. 

IFC Finance projects in Nigeria (2002) Reports that; Guaranty Trust Bank Plc 

over the years have proved to be one of the leaders in the emerging new 

generation banks in the Nigerian Financial market. It is quoted on the stock 

exchange and ranks among one of the top twenty quoted companies on the 

Nigerian stock exchange in year 2001. IFC term loan given to GTB was put to 
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twenty million US dollars (US $20 million) to finance SME’s in Nigeria. This 

will be on lent to private sector companies operating in a variety of sectors, 

especially serving export or domestic market. 

 FSB International Bank is another banking institution that received IFC 

term loan to be on lent to private Nigerian enterprises for rehabilitation, 

project finance, trade finance, working capital and new investment 

project. A term loan of Twenty Two Million Five Hundred Thousand US 

dollars (US $22.5 million) was granted to this reputable bank of good 

track record as a formidable bank in the Nigerian financial market. 

 Investment Banking and Trust company limited IBTC has become a 

household name in the banking industry in Nigeria. As a bank with an 

excellent financial testimony in investment banking as an area of 

specialization. They received IFC term loan up to twenty million US 

dollars ($20 million) to finance SME’s operations in Nigeria. This will be 

on lent to private sector companies operating in a variety of sectors, 

especially serving export or domestic market. 

 Citibank Nigeria, a member of the Citi Group of Companies received the 

highest IFC term loan of Forty million US dollars (US $40 million) to 

finance Nigerian private enterprise. Citibank, a renown bank with a 

strong information technology bedrock will assist in financing SME’s and 

entrepreneurs both in the formal and informal sector of the economy for 
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loans in the following key areas, rehabilitations, project financing, trade 

financing, working capital and new investment project 

 Limited companies in the transport business sectors were not left out, Oha 

Motors an emerging company in the transportation venture in Nigeria was 

given IFC loan of Nine hundred US dollar (US $0.9) to acquire 6 new 55-

seater buses to ply Lagos-Abuja route. Part of this loan will also be used 

to rehabilitate their old and dilapidated buses and acquire skilled man-

power among others, this loan has gone a long way to improve the 

Nigerian environment more investment friendly realizes that providing 

private security system network and fire fighting service to safe-guard 

investments that will be serviced through loans given to IFC beneficiary 

banks who will invariably give out such loans to entrepreneurs in Nigeria. 

In other words, IFC gave out a term loan to safety centre international, a 

private security outfit to set up a training centre for fire brigade and safety 

personnel. This is to be the first of its kind in the country. A loan of Five 

hundred by IFC for the organization. 

Apart from the IFC term loan enjoyed by private sectors in Nigeria, there are 

other projects that are being approved for finance by IFC in the country, among 

which are Niger Delta Contractors Revolving Credit Facility, Novotel Port 

Harcourt Hotel Project. Citibank Nigeria-ETM. Also, technical assistance and 

advisory services is currently being given to the privatization exercise in 

Nigeria. IFC is the lead advisor to government on the privatization moves to 
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Lagos state water Corporation, the reviewed Nigeria Investment Promotion 

Council Commission (this under their Foreign Investment Advisory Service 

“FIAS”) and they undertook diagnostic study of environment for non-oil sector, 

they supported the establishment of financing facilities for small enterprises 

serving the oil sector. 

Over the years IFC has shown that good investment returns are 

compatible with creating employment, a healthy environment and an improved 

quality of life in developing countries. These IFC loans have further enhanced 

economic development through empowering the private sector. This is a task 

they have carried on their shoulders and which they hope to realize in Nigeria, a 

country that is reputed to be a leader in the emerging economy. The sleeping 

giant of Africa that is fast waking up to assume, her enviable position.   

(IFC report 2002) further stated that, meeting the challenge of climate change in 

Nigeria, will require the involvement of the private sector to develop and 

introduce new technologies, as well as create supportive business models and 

marketing practices. IFC is calling on banks in developing countries to increase 

their lending to companies wishing to invest to climate-friendly technologies. In 

a message delivered at a United Nations Climate Convention, Ahmed (2012) 

urged delegates to consider ways to empower the private sector. He said 

“private companies in developing countries can play a significant role in 

Combating Climate Change, but they still face a number of obstacles, including 

access to finance for investing in clean technologies”. 
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Muhsin and Eric (2010), find that costs of stabilizing the climate are 

significant but manageable, whereas delay would be dangerous and much more 

costly. IFC provides financing for a variety of climate change mitigation 

ventures. Through innovative business models, IFC has been demonstrating the 

profitability of clean energy investments. Supporting private sector investment 

in climate-friendly technologies is particularly important in developing 

countries like Nigeria. 

IFC lighting the Bottom of the pyramid project is an initiative to mobilize 

the private sector for a commercial solution to a global development challenge. 

In China IFC brought together for the first time a gas company, a supplier of 

clean energy equipment, and a commercial bank, industrial bank, to create a 

new financing model. The bank provides commercial credit to the customers of 

the Xinao gas company to finance their clean energy projects. Xinao Gas offers 

advice on reducing energy consumption and pollution. It also provides the 

equipment, such as boilers and heating systems and partners with industrial 

bank to provide loans for the equipment. The result will be $150 million worth 

of clean energy projects over six years, and a total carbon dioxide reduction of 

five to 10 million tons. 

Going back to financing for Agriculture in Nigeria, we can say that 

increased financing for agriculture has and will continue to firm an important 

part of President Obasanjo’s economic reforms. Agriculture is a vital sector for 

the development of the Nigerian economy, as the oil sector alone cannot be the 
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engine of sustainable development. While oil revenues form the largest share of 

government income. It is the agricultural sector that employs 70% of the 

population and provides subsistence for two-thirds of Nigerians who are low-

income earners.  

According to the most recent studies every 1% rise in agricultural 

productivity has a dramatic effect on reducing poverty (by as much as one-sixth 

of one percent). Very few countries have experienced rapid economic growth 

without agricultural development. In Brazil, India, and China-reforms in the 

agricultural sector served as the foundation for their overall economic 

development. 

Nigeria’s economic reforms are designed to realize the targets articulated 

in the Nigerian Economic Empowerment Development Strategy (NEEDS) and 

to facilitate achievement of the Millennium Development Goals (MDGs). As we 

continue to consolidate on the gains of the first phase of the NEEDS 

programme, we are already embarking on providing the policy framework for 

the second phase of NEEDS if we are to timely achieve the MDGs. The key 

components of NEEDS are poverty reduction, wealth creation and employment 

generation. It is without doubt that these objectives cannot be achieved without 

a strong and sustained growth in the agricultural sector. If we are to make an 

impact on improving the livelihoods of Nigerians living near the poverty line, 

we need to invest in agriculture. President Obasanjo’s commitment to 
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agriculture is resolute. This is demonstrated by the fact that since 2003, Federal 

government expenditure on the sector has increased by 20% per annum. 

Furthermore, in 2006, agriculture was allocated the sum of N8.7 billion from the 

debt relief savings. Not only have we increased our overall spending, we have 

diversified the areas of support by providing funding for areas such as National 

food security and the acquisition of silos despite all the government support for 

agriculture, the central bank of Nigeria most times persuade the deposit money 

banks to give credits in support of Agriculture in Nigeria, since agricultural 

products provides more than 80% of Nigerians their daily bread. 

We also envisage that by the creation of the Virtual Poverty Fund (VPF) 

agriculture will continue to benefit from savings on the future. In addition to 

federal funds, agriculture receives significant levels of support from state 

governments, which further aids the development of the agricultural sector. 

However it needs to be emphasized that this increase in funding is not designed 

for government to engage in the production or distribution of agricultural 

produce. Instead the policy is designed to create an enabling environment for 

the private sector to achieve growth in agriculture. 

One of the policy measures we are working towards is the award of the 

contract for the construction of the East-West road and the dualization of the 

Kano-Maiduguri road to aid the free flow of people and goods, especially 

agricultural products. To achieve this however, it has become apparent that 
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additional budgetary funding will be required and the ministry will therefore; 

seek the approval of the National Assembly for extra spending on infrastructure. 

Till date our economic reforms have made the following achievements: reforms 

have increased the availability to farmers of inputs such as pesticides, fertilizers, 

and high yielding seed varieties-helping to increase overall productivity in the 

sector. Government has implemented structural reforms to alleviate the supply 

side constraints, which used to hamper rural communities from having 

affordable access to power, irrigation, water and roads. As part of these 

structural reforms, we have dedicated about N4.2 billion from the excess crude 

oil Account to support crucial projects, such as the independent power plants in 

the Niger Delta and the gas pipelines to service these power plants. 

Increased expenditure and reform in thee health sector has helped to 

reduce the impact of diseases such as malaria, TB and HIV on rural 

communities. This is clearly important, but it has also had the additional benefit 

of increasing the productivity of those employed in the agricultural sector. 

These reforms have translated into concrete results and impacted 

positively on the lives of our farmers. As a result of the reforms in the 

agricultural sector, since 2003, growth has increased significantly to an average 

of 6% per annum compared to an average of around 3.5% in the previous 15 

years. The importance of credit for growth in Agriculture rest on the fact that 

despite the increase in agricultural growth we are not resting on our oars. In 

2006, government has set an ambitious, but achievable target growth rate of 
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10% with a strong focus on the agricultural sector; we will be able to meet this 

target. A significant part of these efforts will focus on improving the access of 

farmers to affordable credit. Access to credit is an important mechanism to 

enable increased investment in this productive sector that will uplift the standard 

of living of our farmers to overcome vagaries of weather, protect our food 

security and reduce the need of farmers to sell their assets to ensure their 

survival during difficult times. In the long run, access to credit will permit our 

farmers to finance investments in machinery, tools and agricultural inputs 

thereby reducing production costs and increasing productivity. 

In the past our farmers had found it difficult to access credits from 

deposit money banks, particularly when compared to other sectors of the 

economy. This has been partly due to weaknesses in the financial institutions, 

particularly a failure to develop a lending policy suitable for the agricultural 

sector; there have also been constraints in the rural financial environment. Such 

as, the weak flow of information between farmers and lenders on the 

opportunities available, and the high risks inherent in agricultural lending. 

 

2.9    Reforms to Improve Access to Credit for the Agricultural Sector and 

the Energy Sector 

To help reverse this trend, the present Government has extended existing 

programs such as the Agricultural Credit Guarantee Scheme Fund (ACGSF) and 
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increased the capacity of the Nigerian Agricultural Cooperative and Rural 

Development Bank (NACRDB) to allocate funds for agricultural development. 

Since 2003, the ACGSF has guaranteed close to N2.5 billion of credit and in 

just the first 3 months of 2006, the fund guaranteed over N391 million of loans 

to farmers. In the 2005 budget, the sum of N5 billion was provided to 

recapitalize the NACRDB and an additional N2 billion was provided to 

facilitate the establishment of a micro-credit fund. In furtherance of these efforts 

to increase farmers’ access to credit, Mr. President initiated a committee on 

financing of Agriculture, which has introduced a new Agricultural Credit 

Support Scheme (ACSS). The ACSS aims to provide a fund of N50 billion, 

which will be used to provide increased access to affordable credit for Nigerian 

farmers. In the past five months, the sum of N46.7 billion of funds has been 

mobilized by the ACSS out of the intended N50 billion and the guidelines on 

how to access this has been widely publicized. These funds are available to 

farmers at a concessionary rate of 14%. These are incentives for yearly 

repayments. Borrowers who make timely repayments are granted a rebate of 

6%, which is covered by the Central Bank, thus reducing the interest rate to 

only 8%. 

Despite all these achievements, we are faced with some challenges. As of 

yet the progress made in the approval and disbursement of the N46.7 billion 

available have been rather slow. Current figures from the Central Bank of 

Nigeria indicate that only 389 applications for loans amounting to N15.13 
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billion have been received. Unfortunately, only 44 loans amounting to N71 

billion have been approved. Therefore to date only 15% of mobilized funds 

have been allowed to farmers. 

This slow progress has been attributed mainly to the low levels of 

participation in the scheme by the state governments and deposit money banks. 

The State Government is yet to contribute their expected share of N7.2 billion to 

the fund. 

Furthermore many of them are yet to set up their ACSS state 

implementation committees, which could have assisted in improving the 

awareness of the scheme within the farming communities around the country. 

To this end, stakeholders should increase pressure on the states to ensure that 

they set up their committees as quickly as possible. The NACRDB has already 

made significant progress in allocating close to all of its N2.5 billion 

comparably; the rate of loan disbursement by deposit money banks to farmers 

remain a major challenge in achieving the goals of the ACSS. Many of the 

deposit money banks are yet to make any loan approvals under the ACSS, to all 

nationwide branches, which is further weakening the take-off of the scheme in 

different areas of the country. These draw backs are not acceptable and should 

be addressed immediately. 

      We recognize that the low Deposit Money Bank participation may be 

partly due to the current low level of expertise on agriculture, within the Banks. 

Some have begun to ready this, by establishing desks specializing in agriculture, 
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but efforts need to be increased. In the coming months we need to find a way to 

share the agricultural skills and knowledge existing within the various 

Ministries, Departments and Agencies of Government with the Deposit Money 

Banks, potentially through secondments and capacity building seminars. In 

addition, banks may consider the utilization of the enormous capacity residing 

in vastly experienced retirees from Government Agricultural Agencies. If we 

are to unlock the vast potentials existing within Nigeria’s agricultural sector, we 

need to work in partnership with the private sector to ensure the removal of the 

constraints that had previously held back the sector in order to achieve the 10% 

growth target in 2006. We must bear in mind that this is an effective me3ans of 

poverty alleviation. The Federal Ministry of Finance has been putting hands 

together with the Federal Ministries of Agriculture, water resources, power and 

steel and others that have direct relevance in boasting agriculture to develop 

further policies and programmes that will positively impact on the agricultural 

sector and thus on the vast majority of Nigerians. Indeed to achieve our 202020 

vision, we must sustain and even boost the current tempo in financing 

agriculture because it is the surest way of attaining our twin goal of economic 

growth and development. 

 

2.10   Restoring Urban Infrastructure and Services in Nigeria 

      Deposit money banks’ lending was also extended to the maintenance of 

public utilities. According to World Bank Report (1996), Nigeria Urban 
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Infrastructure in crumbling, water supply, sewage, sanitation, drainage, roads, 

electricity, waste disposal-all suffer from years of serious neglect periodic and 

routine maintenance, by far the most cost-effective infrastructure spending, is 

almost zero. It has become the norm in Nigeria to wait for a capital infusion to 

rehabilitee, replacing instead of maintaining the infrastructure. But declining 

financial resources are making this less feasible, and the deterioration is 

accelerating. Compounding the situation is the rapid urbanization, mostly 

migration from rural areas. The number of people living in Nigeria’s towns and 

cities is expected to double to 80 million may reach 100 million by 2010. The 

reliance on government for the maintenance of these infrastructures has failed 

most of the time. Credits from deposit money banks have gone a long way to 

help in the maintenance of these urban infrastructures. Trying to control or limit 

rural migration is unrealistic. Urbanization is a position force in development. 

Cities and towns are home to most industry, commerce and services, all of 

which can be highly productive, most of these “industries rely on these urban 

infrastructure to carry out their activities successfully, but in a situation where 

these infrastructure cannot be fully relied on as a result of shortage of funds for 

maintenance, these industries can rely on deposit money banks for credits for 

the repairs and maintenance of these infrastructure. Nigeria’s urban population, 

over the period 1980-1993, grew at an astonishing 5.5 percent a year compared 

with 2.9 percent nationwide. Many urban Nigerians, however, do not earn 

enough to cover even basic needs. An estimated 21 percent or so (8.5 million 
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people) were below the poverty line in 1992-93. They are more than anybody; 

suffer from breakdown in urban infrastructure, especially through poor health. 

(Sewage and refuse) add to the health hazards. Numerous industries, from pulp 

to petroleum, dump untreated and often toxic liquids in open gutters, streams, 

rivers and lagoons. 

 

2.11    Need for Proper Planning 

      In recent years, Nigeria’s leadership, institutions, and policies has been 

subject to abrupt and unpredictable change, making any planning difficult. A 

starting point for action can be found in the National Urban Development 

Policy, prepared in 1992. This, however, has not been adopted officially.         

      Other government policies have harmed urban productivity and welfare. 

Fiscal deficits have fueled inflation. Big subsidies for fertilizer, petrol and loss-

making state enterprises drain revenues away from more productive use. 

Inadequate control on public spending, massive extra budgetary allocation, and 

lack of accountability and transparency hinder allocation of resources for 

infrastructure and social service. 

With scarce financial resources and too few trained people, local 

government and private secretary are unable to carry out their assigned 

functions. As usual, the poor suffer most. Relieving and reducing poverty must 

be the main aim of urban development. Even modest investment, which can be 

commenced through credits obtained from deposit money bank, can make a big 
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improvement in the lives of the urban poor. Better basic services in low-income 

urban areas can have a major impact on the welfare and productivity of the 

poor. But such investment must be part of broader programs for primary 

healthcare, education and employment. 

 

2.12     Funding Strategy 

      Given Nigeria’s difficult financial situation, where could it find the 

money for new and rehabilitated urban infrastructure and services cutting 

bureaucratic waste and many publicity-funded capital projects and credits from 

deposit money banks would help almost immediately. So too, would tighter 

controls on extra budgetary spending encouraging privatization of state-owned 

enterprises, and policies that promote private funding of some ventures, such as 

urban water and electricity supply, garbage removal, and housing would be 

critical to change. 

Infrastructure financing would be helped enormously in the flow of 

federal statutory allocation to states was more predictable. Annual budget 

surpluses and federal grants. However will not pay for many large infrastructure 

investments, in this situation, loans from banks can be of very great assistance. 

In the long run, the domestic capital market for infrastructure needs to be 

developed. That requires fiscal and monetary discipline to lower inflation and 

bring down interest rates to affordable levels. The Nigerian government also 
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needs to deal effectively with the banking crisis and restore credible and 

effective regulation. 

In a nut shell I can say that deposit money bank’s credit has gone a long 

way in the assistance of private investments which is on the increase in the 

Nigeria economy. 

The improvement of urban infrastructure and services is critical to national 

economic development. Lack of attention to these issues will have to 

considerable negative impact on the lives and hopes of Nigerians both in rural 

and urban areas. 

     According to Chikwendu and Arokoyo, (2007) Agricultural Credit is a 

necessity in increasing the capital base of women farmers. Women farmers, like 

most small-scale farmers in Nigeria, do not always have enough funds for 

farming. Their problem is even more compounded by the fact that they do not 

have easy access to agricultural credit because they lack such security as land. 

Findings of the present study confirmed that a majority of the rural women 

farmers interviewed (76.6%) did not have enough fund for farming (table 2.1). 

Only 27.7 percent of the women obtained credit for farming during the 1993 

season. The few women who obtained credit for farming obtained through 

different sources, which include loan from commercial banks. 

Table 2.1Distribution of women farmers by adequacy of funds and access to agricultural credit.  
Variables No of 

Respondents 
Percentages  

Adequate of funds for farming   
Adequate 457 23.4 
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Inadequate  1498 76.6 
Obtained Agric credit in 1993 season   
Yes  542 27.7 
No  1413 72.3 
Source of credit   
Bank  93 17.1 
Cooperative  146 27.0 
Friends and neighbors 157 29.0 
Husband  83 15.4 
Government  63 11.5 
Sources Chikwendu and Arokoyo (2007) 
    It is generally believed that lack of collateral and gender contributes to 

women’s limited access to deposit money bank loans in Nigeria. However, in 

recent times, deposit money banks contribute the largest source of credit for 

rural development, which mainly focus on Agriculture. Nwanyanwu (2010), 

made some observations which are;- 

 Nigerian women do not have limited access to deposit money bank credit, 

rather fewer women than man apply for credit. 

 Nigerian deposit money banks do not discriminate against women on the 

basis of gender when approving credit applications. 

 A woman’s age, educational level and occupational group are not a 

limitation to her access to credit facilities from deposit money bank. 

 The size of a woman’s business and income, assets or wealth can be a 

limitation to her access to deposit money bank credit. 

 The cost of credit, loan application procedures, paperwork and a woman’s 

distance from a financial institution are not impediments to her access to 

credit. 
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 Language problems (especially English) are not a constraint to woman’s 

access to deposit money bank credits. 

From these observations above, it would be seen that banks do not discriminate 

against anybody because of gender; rather banks have gone a long way to assist 

both men and women in the area of granting them loans, which has enhanced 

their small-scale business. 

Deposit money bank credit has also been of great assistance to the 

improvement of quality of lives of Nigerians Iheduru (2002) talked on Women 

Entrepreneurship and development she was of the view that women in Nigeria 

are considered to be the poorest of the poor. The bottom half of those living 

below their nation’s poverty line”. According to the World Bank, Nigeria has a 

national poverty line of 43% in the 1997 survey year. Within the country, 31.7% 

in urban areas and 49.5% in rural areas lived below the national poverty line. 

This means that about half of citizens considered “poorest” in Nigeria lived in 

rural areas. By the year 2000, Nigeria had plunged from the “Human Poverty 

Index (HPI) ranking of 62 in 1998 to 151 in the world. Nigeria’s HPI for 2001 

deteriorated to a low 37.6%. This is in conformity with the micro credit summit 

campaign definition of “poorest”. The import of this is that the government in 

Nigeria needs to do more to deal with the ever-increasing incidence or rural 

poverty. In this regards, micro finance policies are excellent microeconomic 

tools for affecting the required change. Microfinance program when properly 

implemented, help not only to reduce poverty but contributes to the 
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improvement of citizens. This financial assistance helps to increase economic 

activities and raise the standard of living in the process. 

      It was also noted “The People’s Bank of Nigeria is the first institutional 

bank to link loans, credits and financial services with improvements in health 

status and quality of life. The development of sound micro credit or micro 

finance policies underlie the course of a good approach to solving the 

incapacitation of the poor in the rural and disadvantaged areas of Nigeria move 

out of poverty. For this to be effective the people must develop the capacity to 

generate and maintain their means of livelihood and produce excess that will 

eventually lead to savings, this generation of means of livelihood can be done 

through loans from deposit money banks. The role of deposit money bank 

credits in rural and community development cannot be over emphasized. 

Deposit money banks mop up and allocate micro-credits and thereby facilitate 

the capacity of the rural poor men and women to embark on income yielding 

economic endeavors. As a recent study of deposit money banks in Nigeria has 

shown, micro enterprises have through loan availability been able to sustain and 

promote rural development, with the help of deposit money banks, communities 

are realizing that they can advance their own economic fortunes. Deposit money 

banks have great potentials for promoting rural development. IFC report (2006) 

still emphasized on women entrepreneurship. In Washington D.C, /Abuja, 

Nigeria, June 9, 2006-the International Finance Corporation (IFC), the private 

sector arm of the World Bank Group, signed an agreement to provide a $15 
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million loan to Access Bank PLC, one of the Nigeria’s leading banks. The loan 

will be used to extend lines to credit to women entrepreneurs. With this loan, 

Access Bank PLC will be one of the first banks in Africa to dedicate lines of 

credit to finance women-owned businesses. This is the first major loan under 

IFC’s Gender Entrepreneurship Markets (GEM) program, which is designed to 

leverage the potential of women in emerging markets. Women are driving force 

in the African economy but their access to finance is still far too small. This is 

why IFC is partnering with Access Bank a dynamic and innovative local bank to 

bridge the gap. This initiative will increase the contribution of women owned 

businesses to the Nigerian economy and can have a significant development 

impact. IFC’s funding will allow Access Bank to meet the financing needs of its 

female clients particularly those running small and medium enterprises. At the 

same time, IFC’s Gender Entrepreneurship markets program will provide 

comprehensive assistance and training to enhance the bank’s ability to reach out 

to the women’s market as well as provide business and management training for 

women entrepreneurs. 

      Mishkin (2007) has been searching ways to address the needs of 

Nigeria’s women entrepreneurs. We are very pleased to partner with IFC to 

launch a new credit program that will enable us to increase our support to 

women-owned-businesses; we plan to demonstrate that supporting women 

entrepreneurs in Nigeria is a commercially viable operation. 
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Access Bank has recently become the first deposit money bank in Nigeria to be 

admitted to the Global banking alliance for women, a consortium of best 

practice bank that leverage the women’s market for profit as well as social 

good. 

      Orji, (2012) said “in partnering with Access Bank to develop a credit line 

specifically for women, we are working toward the internationally community’s 

third Millennium Development Goal, which is to promote gender equality and 

empower women”. IFC’s partnership with Access Bank is a pilot program that 

IFC aims to replicate in other emerging markets. World Bank Group research 

has established those that women are more likely than men to contribute 

additional income to household poverty reduction that giving more women 

access to credit and increasing their economic power is more likely to translate 

into improved livelihoods for a wide cross-section of society. Access Bank is a 

full-service deposit money bank operating through a network of over 80 

branches and services outlets in all the major commercial centers in Nigeria, its 

principal business activities include retail banking, deposit money banking, 

corporate finance, trade finance, and foreign exchange service. As of March 

2006, it reported total assets and shareholders funds of $1.3 billion and $201 

million respectively. 

The International Finance Corporation which is mostly engaged in the 

extending of credit to other financial institutions like the deposit money banks, 

created the GEM initiative in December 2004 to address the economic 
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inefficiencies and social inequities that arise when aspiring business men and 

women cannot realize their full potential because of financial problems. 

      The mission of IFC is to promote sustainable private sector investment in 

developing countries through the loans it gives to other financial institutions like 

the deposit money banks, the IFC also mobilizes capital in the international 

financial markets, helps clients improve social and environmental sustainability. 

 

2.13 The Role and Effect of Credits on Fisheries Development in West 

Africa 

      The objective of the fisheries development program in Nigeria. 

According to the FAO Corporate Document Repository (1990). Fishery 

department, reflect the general or overall objectives of the economy as a whole. 

As far back as the late seventies it was realized in the country that, if balanced 

growth were to be achieve the earnings from petroleum had to be injected into 

all sectors of the economy. Moreover, high rates of urbanization and the 

increasing rate of population growth called for immediate action if the 

deteriorating food situation were to be arrested. To achieve this, most citizens 

who are involved in fishery business resort to credits from the banks rather than 

relying on government subsidy, which might never come to them. With respect 

to the fishery sub-sector of Agriculture, the following objectives were clearly 

stated in the 1980/85-development plan. 
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1) Increase in domestic Fish Production: This objective was adopted as a 

way of arresting the increasing dependence on fish import while the 

country resources remain underutilized. 

2) Increase in supply of Fish Products: The rationale behind this was to 

exploit the scientific research information transforming under utilized 

species of fish into by products such as fishmeal for the local industries. 

3) Foreign exchange generation: This objective was addressed to the 

harnessing of the exploitation of such resources as tuna and shell fish 

resources such as shrimps for the foreign market. It was the desire of the 

nation to diversify its resources of foreign exchange earnings for 

stabilization purpose. 

4) Provision of employment opportunities: In fish production and fish 

processing. Fish production, like any other primary production activity 

generates secondary benefits in processing, packaging and distribution. 

The government aimed at using investment in fisheries as a way of 

solving some of the unemployment problems facing the country. For 

every fishing unit that assisted secondary employment is generated in 

industries serving the fisheries as well as in the service sector in fish 

handling and distribution. 

5) Improvement in the standard of living of small-scale fishermen. 

According to the government, the basic objective was the improvement 

in the environment and living conditions of fishing communities through 
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the provision of water, roads, health and educational facilities in the hope 

that such measures would contribute to increased productivity and 

economic development. 

      Other objectives include provision of cheap sources of protein, balanced 

development, introduction of new technologies into fisheries and the training of 

Nigerians in marine and navigational sciences. All the above mentioned 

objectives cannot be achieve with the insufficient funds of the fishermen, there 

is still need for the help of financial institutions as the deposit money banks in 

the area of giving loans which helps in the achievement of the desired goals in 

fishery business which will also bring about economic development and 

reduction in the over reliance of imported foods. The table below presents the 

cumulative loans granted to the fishery sub-sector, the interest rates chargeable 

on the loans and the extent of transfer resulting from the rate to the 

beneficiaries. 
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Table 2.2 Calculation of subsidy on credit to the Fisheries. 
Year  Loans  

granted to 
fisheries 
(N 
million) 

Subsidized 
Into rate 
    (%) 

Value of 
End of 
2 years 
(N 
million) 

Commercial 
Rates 
    (%) 

Value 
of 
End of 
2 years 
(N 
million) 

Transfer to 
Fishermen 
(N million) 

1980  13.6 5 15.0 12 16.8 1.8 
1981 14.4 5 15.9 12 18.1 2.2 
1982 14.4 5 15.9 12 18.1 2.2 
1983 14.5 5 16.0 12 18.2 2.2 

   

Source: Basic data from Centre Bank Annual Reports-various issues. 
 

From the table 2.2 above, it was observed that despite the lower rates of subsidy 

by government, the deposit money banks has also assisted greatly in the area of 

granting credit for Fishery development.   
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CHAPTER THREE 

RESEARCH METHODOLOGY 

3.1 Introduction 

This chapter examines the sources of data and methods used to obtain relevant 

information for the work. It highlights generally, the research design, sources 

and nature of data used and the method of analysis employed by the researcher. 

 

3.2 Research Design 

Two research designs can be identified. They are:  

i. Survey Design; in which representative sample of the population is 

studied and result generalized.  

ii. Case Study; which involves conclusion in solution to the situation of the 

one group. (Osuala, 2005).  

The researcher adopted survey research design. This, therefore, will ensure a 

detailed quantitative data for analysis as well as a valid solution.  

 

3.3 Population of the Study  

A population is made up of specific conceivable traits, events, elements, 

people, subjects or observations, which relate to the situation of interest in the 

study to be conducted (Ishola and Ishola, 2003). The areas of this study are 

centred on the role of Banks’ credits to the growth of Nigeria economy. Based 

on this premises, all sectors in Nigeria are population of interest of this work. 

 



79 
 

3.3.1 Sampling Technique 

Sampling method could be differentiated into: 

i.  Probability/Sampling method, and  

ii. Non-Probability Sampling method, (Asika, 1999).  

For the purpose of this work, however, non-probability sampling method was 

used. Also, the judgment sampling procedure was adopted. This enables the 

researcher to consider typical members of the population he feels will give him 

appropriate data needed for the study. Hence, the choice of the production 

sector, general commerce sector, services sector and other sectors in Nigeria. 

 

3.4 The Model Specification 

3.4.1 Types and Sources of Data 

The macroeconomic nature of the study prompted the use of secondary 

data. The essence of using secondary data is because of the nature of the study 

data, which essentially involve the use of published work and in order to meet 

the information requirement, as well as for accuracy and precision of data. The 

data used in this study were sourced from the Central Bank of Nigeria 

publications and those of the Bureau of Statistics. The data used are absolute 

aggregates for each variable obtained for the period 1981 – 2012 (32 years). We 

considered the deposit banks' credits to selected sectors in the aggregate because 

of the fluctuating performance, frequent liquidation and distress of these banks, 
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which as a result made it difficult to obtain their individual records in respect of 

loan advancement portfolio to all sectors since inception. 

 

3.4.2 Development of the Model 

A model is identified if it is in a unique statistical form enabling unique 

estimates of the parameters to be subsequently estimated from a sample data 

(Nzotta and Okereke, 2009). In this study, the analytical model in this work 

follows the works of Kara and Tiryaki (2013). They concluded that deposit 

money banks’ credit to the sectors have positive significant effect on economic 

growth.  GDP annual growth was adopted as the dependent variable for the 

study. The researcher modified the model used by Kara and Tiryaki (2013) in 

his work. In the current investigation, we shall use four explanatory variables. In 

our models, Real Gross Domestic Product (RGDP), Industrial Gross Domestic 

Product (IGDP) and Agricultural Gross Domestic Product (AGDP) respectively 

depends on, Credit to Other Sector of the Economy (COSE), Credit to Services 

Sector of the Economy (CSSE), Credit to Production Sector of the Economy 

(CPSE) and Credit to General commerce sector of the Economy (CCSE). The 

functional specifications of the models are: 

RGDP = f(COSE,CSSE, CPSE, CCSE)---------------------------------------------(1) 

IGDP = f(COSE,CSSE, CPSE, CCSE) --------------------------------------------- (2) 

AGDP = f(COSE,CSSE, CPSE, CCSE) --------------------------------------------(3) 
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While the mathematical specifications of the models are:   

RGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)-------------------(4)  

IGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)-------------------(5) 

AGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)-------------------(6) 

or  

Y1 = β0 + β1X1 + β2X2 + β3X3 + β4X4 

Y2 = β0 + β1X1 + β2X2 + β3X3 + β4X4 

Y3 = β0 + β1X1 + β2X2 + β3X3 + β4X4 

Where:  

Y1 i.e. (RGDP) is Real Gross Domestic Product. 

Y2 i.e. (IGDP) is Industrial Gross Domestic Product. 

Y3 i.e. (AGDP) is Agricultural Gross Domestic Product. 

X1 i.e. (COSE) is Credit to Other Sector of the Economy. 

X2 i.e. (CSSE) is Credit to Services Sector of the Economy. 

X3 i.e. (CPSE) is Credit to Production Sector of the Economy. 

X4 i.e. (CCSE) is Credit to General commerce sector of the Economy. 

β1, β2, β3 and β4 are the partial slope coefficients or parameters of X1, X2, X3 and 

X4 respectively. In addition, β1, β2, β3 and β4 represent the rate of change in Y1, 

Y2 and Y3 for each unit change in X1, X2, X3 and X4 respectively; and β0 is the 

intercept term or constant variable in the models. 

Due to the assumed exactness of the relationship among the variables in the 

above stated equations, the econometric versions are specified introducing the 
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disturbance term which helps to explain the inexact relationship among the 

variables, Osotimehin (2010), Nurudeen and Usman (2010).  

The Econometric specifications of the models are:  

RGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)+ μt--------------(7) 

IGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)+ μt--------------(8) 

AGDP = β0 + β1(COSE) + β2(CSSE) + β3(CPSE) + β4(CCSE)+ μt--------------(9) 

Where: μt = disturbance term defined by Koutsoyiannis (2003) as a random 

(stochastic) variable that has well defined probabilistic properties. 

 

3.4.3 Method of Data Analysis 

In attempt to answer the question of the study and the consequent 

hypothesis so developed, the writer shall use both the Single Regression Method 

and the Multiple Regression Statistical techniques or methods. Multiple 

Regression Model measures the relationship between three or more variable. 

Also, 5% (0.05) level of significance or 95% confidence level was chosen for 

the purpose of this study. In addition, the E-views software will be used in 

estimating the models in this study.  

 

3.5 Statistical Tests 

 The statistical tests to evaluate are the student F-test, R2 (the coefficient 

of determination) and t-test. 
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3.5.1 The F-test 

 This test is used to determine the overall significance of the model. It 

shows the overall soundness of the model and its parameter estimates 

(Osuagwu, 1999). It follows the f-distribution with degree of freedoms k (v1) 

and n-k-1 (v2) (table 3.5 below). Where k = Number of independent variables, 

and n = Number of Observations.  

Hypothesis to be tested at α = 5% is: 

 H0: β1 = β2 = β3 = β4 = 0 (the model is statistically insignificant) 

 H1: β1 ≠ β2 ≠ β3 ≠ β4 ≠ 0 (the model is statistically significant) 

Decision Rule: Reject H0 if Fcal > F0.05(v1, v2), otherwise do not reject. Meaning 

that if computed F-ratio is greater than the table value we accept H1 and reject 

H0 then conclude that the model is significant. This means that the model is 

adequate and is reliable for any analysis drawn from it.  

Alternatively, if computed F-ratio is less than the table value we accept H0 and 

reject H1 then conclude that the model is not significant. This means that the 

model is not adequate and is unreliable for any analysis drawn from it. 

However, the decision could be taken by considering the probability of the f-

statistic. Therefore, if the probability of f-statistic is less than 0.05 reject H0, 

otherwise accept H0. 

When conducting test of significance of a regression model, Analysis of 

Variance (ANOVA), is used (Nworuh 2001). This divides the variation into two 

components as summarized in the Table 3.1.  
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Table 3.1 ANOVA table 

Source of Sum of  Degree of  Mean Square F-ration 
Variance Square (SS) Freedom (df) (MS)   
          

Regression SSR = (∑Y2)R2 K MSR = SSR F = MSR 
                    K       MSE 
          
Error SSE =SST - SSR n - k – 1 MSE =    SSE   

  SSE = ∑Y2(1-R2)              n - k - 1   
          

Total SST = ∑Y2 n – 1     

  Source: (Nworuh, 2001) 
Where:  

R2 = Coefficient of Determination given as:  

R2 = β1X1Y + β2X2Y + β3X3Y + β4X4Y  
                Y2  

 

SSR = Sum of Square of Regression given by R2∑Y2 with K degree of freedom. 

SSE = Sum of Square of Error given by SST – SSR with n-k-1 degree of 

freedom. 

SST = Sum of Square of total given by ∑Y2 with n-1 degree of freedom.  

K = number of Independent Variables 

n = Number of observations (years), that is, 1981 – 2012 (32 years) 

 
3.5.2 Coefficient of Determination (R2) 

The R2 which is given as shown in paragraph 3.5.2 is used to determine 

the explanatory power of the models i.e. the goodness of fit of the regression. 

Put differently, it measures the proportion of variations in the dependent 

variables that is explained by the independent variables in each of the models. 

Due to the number of explanatory variables used, the tendency for the value of 
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R2 to rise is inherent. Therefore, to correct this defect, R2 is adjusted by taking 

into account the degree of freedom which decreases as new variables are 

introduced in the function. The adjusted coefficient of determination is 

computed thus: 

 

R2 = 1 –   n – 1  (1 – R2) 
        n - k 

 
As already stated, this measures the total variations in the regressand explained 

by the regressors, (Osuagwu, 1999).  

 

3.5.3 The Student t-test 

This test is used to determine the individual significant values of the 

variables used in the model. If the F-ratio rejects H0 thereby accepting H1 

(meaning that there is a significant linear relationship existing between the 

dependent variable and the set of independent variables) then the student t-test 

is carried out to determine which of the independent variables contribute(s) to 

the significance of the linear relationship established by the F-ratio. 

Decision Rule: If tcal < ttab at α/2 level of significance and n – k – 1 degree of 

freedom; accept H0 and do not accept H1. If tcal > ttab at α/2 level of significance 

and n – k – 1 degree of freedom; reject H0 and accept H1 and conclude that the 

variable is significant. 
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3.6 Estimation Procedure 

3.6.1 Test for Stationarity 

 Generally, most time series data are not stationary at level form and as a 

result leads to the problem of spurious regression. A time series is stationary if 

its mean and variance are constant over time and the covariance between two 

time periods depend only on the disturbance or gap or lag between the two time 

periods and not the actual time at which the covariance is computed. In order to 

conduct this test, the Augmented Dickey-Fuller (ADF) test will be employed 

since it adjusts for serial correlation.   

The general form is; 
 
∆Yt = β1 + β2t + δYt-1 + Σi=1 αi ∆Yt-1 + εt 
 
Where ∆ = difference factor  

  Yt-1 = Time series, and  

  εt = pure white noise error term. 

This test is conducted under the following null hypothesis:  

Ho: δ = 0. (non-stationarity). 

Critical Region or  
Rejection Region 
      Acceptance    Region 

Rejection Region 
or Critical Region 
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To do this, the tau test will be applied on the parameter δ and the resulting value 

will be compared with critical values developed by Dickey and Fuller.  

Decision Rule: If the statistical value exceeds the critical value, we reject the 

null hypothesis of non-stationarity. 

 

3.6.2 Co-integration test 

 Co-integration test is used to show whether the linear combination of 

non-stationary time series is stationary. That is, although the time series is 

integrated of say order one I(1), its linear combination can be I(0). 

Economically speaking, two variables will be co-integrated if they have a long 

term, or equilibrium, relationship between them (Koutsoyiannis, 2003). To test 

for this, Johansen method shall be used. Hypothesis to be tested is: 

H0: δ = 0 (the variables are not co-integrated) 

H1: δ < 0 (the variables are co-integrated) 

Decision Rule: Reject H0 if the statistical value of the result exceeds the critical 

value at 5% level of significance, otherwise do not reject H0.  

 

3.6.3 Autocorrelation Test 

 This test is used to verify the randomness of the error term between 

members of the same series of observations. Put differently, it is used to test for 

serial correlation of the errors corresponding to different observations. The 

Durbin-Watson d test will be employed to conduct this test. The Durbin-Watson 

statistic is computed as: 
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t=1 t 

t=n   ∑t=2 ( μt – μt-1  )
2 

D =         ∑t=n μ2 
 

If the D value is about 2, there is no serial correlation (of the first order) either 

positive or negative. But the closer d is to zero (0) the greater the evidence of 

positive correlation and the closer d is to 4 the greater the evidence of negative 

serial correlation. 

 

3.6.4 Causality Test 

This test is used to show whether economic growth leads to banks’ credit or 

banks’ credit leads to economic growth. To achieve this, the granger causality 

test will be employed.   

Decision Rule:  

if the computed f-value exceeds the critical value at the chosen level of 

significance or the p-value is below 5%, we reject the null hypothesis of no 

Granger Causality; otherwise do not reject the null hypothesis. 

 

3.7 Assumption 

In using the Multiple Regression Model, the following assumptions are made: 

(a) There is a linear relationship between the dependent variable and the 

independent variables. Hence, the functional relationship:  

Y = f(X1, X2, X3, X4)  

(b) The random terms of different observations (ui, uj) are independent. This 

means that all the co-variances of any ui, with any other uj are equal to 
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zero. The value which the random term assumes in one period does not 

depend on the value which it assumed in any other period. 

(c) The explanatory variables are not perfectly linearly correlated. If there is 

more than one explanatory variable in the relationship it is assumed that 

they are not perfectly correlated with each other. Indeed the regressors 

should not be highly multicollinear. 
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CHAPTER FOUR 

DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

4.1 Introduction 

This chapter deals with the analysis of data collected from various 

sources and interpretation of result of the analysis. 

4.2 Data Presentation   

This part of the research contains the data collected from various editions 

of Central Bank Statistical Bulletin, National Accounts, Federal Office of 

Statistics (FOS) etc. as they relate to the topic under study. 

The tables contain: 

a. Data for thirty two years (32 years) 1981 – 2012 

b. RGDP (Y1) – Real Gross Domestic Product 

c. IGDP (Y2) – Industrial Gross Domestic Product 

d. AGDP (Y3) – Agricultural Gross Domestic Product 

For purposes of clarification the explanatory variables are explained here under. 

X1 i.e. (COSE) is Credit to Other Sector of the Economy. 

X2 i.e. (CSSE) is Credit to Services Sector of the Economy. 

X3 i.e. (CPSE) is Credit to Production Sector of the Economy. 

X4 i.e. (CCSE) is Credit to General commerce sector of the Economy. 
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Table 4.1 Growth Indicators and Banks’ Credit to Selected Sectors of the Economy (1981 – 2012) 

 
Growth Indicators                SECTORS 

  Year RGDP IGDP AGDP COSE CSSE CPSE CCSE TCr 
N'm N'm N'm N'm N'm N'm N'm          N'm 

1981 205,222.05 89,445.13 84,428.61 870.70 1,148.30 5,088.90 1,475.00 8,582.90 
1982 199,685.23 83,612.18 86,494.21 1,142.50 1,302.80 6,003.50 1,826.50 10,275.30 
1983 185,598.17 72,261.76 85,283.57 1,284.70 1,709.60 6,372.40 1,727.20 11,093.90 
1984 183,562.98 78,146.99 80,978.77 1,313.60 1,692.40 6,674.90 1,822.70 11,503.60 
1985 201,036.31 85,355.00 96,783.86 1,320.80 1,525.90 7,272.20 2,051.30 12,170.20 
1986 205,971.44 83,085.05 106,676.27 1,797.30 1,795.60 9,353.90 2,754.80 15,701.60 
1987 204,806.54 81,833.31 102,759.74 1,832.10 2,135.40 10,527.00 3,037.40 17,531.90 
1988 219,875.67 85,413.02 113,497.68 2,229.10 1,336.00 12,379.90 3,616.20 19,561.20 
1989 236,729.59 94,244.46 119,486.25 2,644.40 1,500.80 13,640.50 4,222.30 22,008.00 
1990 267,549.99 106,759.58 131,230.59 3,613.20 1,869.90 15,678.30 4,838.70 26,000.10 
1991 265,379.13 108,398.57 129,605.80 4,058.00 2,107.60 20,039.00 5,101.60 31,306.20 
1992 271,365.51 109,988.49 132,699.20 5,378.20 2,764.20 27,201.90 7,392.50 42,736.80 
1993 274,833.27 109,641.37 135,185.18 7,059.10 4,419.30 40,692.90 13,494.00 65,665.30 
1994 275,450.53 107,043.89 138,753.57 33,989.90 0.00 52,580.90 7,613.10 94,183.90 
1995 281,407.40 108,446.54 143,706.30 29,685.70 0.00 95,441.00 19,442.90 144,569.60 
1996 293,745.36 115,279.05 149,512.02 15,887.20 0.00 120,551.70 32,998.20 169,437.10 
1997 302,022.45 116,867.51 155,934.80 237,808.40 0.00 131,373.40 16,368.70 385,550.50 
1998 310,890.06 118,154.79 162,248.76 96,363.70 0.00 146,761.60 29,770.20 272,895.50 
1999 312,183.47 110,853.13 170,813.88 132,503.60 0.00 171,489.20 18,772.10 322,764.90 
2000 329,178.72 122,061.80 175,876.60 268,382.50 0.00 214,612.30 25,307.40 508,302.20 
2001 344,285.84 128,740.06 182,660.00 428,420.10 0.00 333,212.20 34,532.50 796,164.80 
2002 356,315.50 123,906.00 190,369.10 564,425.20 0.00 363,494.40 26,709.20 954,628.80 
2003 392,766.90 150,250.74 203,012.61 723,176.90 0.00 452,388.80 34,467.40 1,210,033.10 
2004 527,576.03 156,486.83 216,208.46 956,987.80 0.00 530,907.90 31,347.00 1,519,242.70 
2005 551,383.70 159,161.43 231,463.61 1,377,152.00 0.00 573,131.90 26,427.30 1,976,711.20 
2006 595,821.61 155,165.53 248,598.96 1,724,948.50 0.00 746,663.10 52,686.30 2,524,297.90 
2007 634,251.10 151,699.09 266,477.18 3,619,069.90 0.00 1,127,867.80 66,551.10 4,813,488.80 
2008 672,202.55 146,519.59 283,175.43 3,336,588.01 1,889,841.71 2,352,896.86 220,073.53 7,799,400.11 
2009 718,977.33 149,486.50 299,823.86 2,487,067.60 2,081,966.48 3,098,030.32 1,245,078.67 8,912,143.07 
2010 776,332.21 158,190.46 317,281.65 2,055,704.24 1,743,086.37 2,964,450.39 943,189.42 7,706,430.43 
2011 834,000.83 161,118.01 335,180.07 1,824,898.01 1,638,750.29 3,057,221.12 791,856.59 7,312,726.00 
2012 888,893.00 162,985.26 348,490.80 2,452,888.13 1,244,605.15 3,695,961.76 756,575.23 8,150,030.27 

Source: Central Bank of Nigeria 2012 Statistical Bulletin.  
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Table 4.2 GDP Growth Rate and Banks’ Credit to Private Sector Growth Rate (1985 – 2012) 

Year TCr GDPG 

 
N'm % 

1985 12,170.20 11.33 
1986 15,701.60 1.89 
1987 17,531.90 -0.69 
1988 19,561.20 7.58 
1989 22,008.00 7.15 
1990 26,000.10 11.36 
1991 31,306.20 0.01 
1992 42,736.80 2.63 
1993 65,665.30 1.56 
1994 94,183.90 0.78 
1995 144,569.60 2.15 
1996 169,437.10 4.13 
1997 385,550.50 2.89 
1998 272,895.50 2.82 
1999 322,764.90 1.19 
2000 508,302.20 4.89 
2001 796,164.80 4.72 
2002 954,628.80 4.63 
2003 1,210,033.10 9.57 
2004 1,519,242.70 6.58 
2005 1,976,711.20 6.51 
2006 2,524,297.90 6.03 
2007 4,813,488.80 6.45 
2008 7,799,400.11 5.98 
2009 8,912,143.07 6.96 
2010 7,706,430.43 7.98 
2011 7,312,726.00 7.43 
2012 8,150,030.27 6.58 

              Source: 2012 CBN Statistical Bulletin. 

 

4.3 Analysis of Data and Interpretation of Results 

 This paragraph shows the analysis of variables used in the equation and 

their corresponding coefficients as estimated by the computer. 
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4.3.1 Stationarity Test  

Table 4.3 Summary of Result of Unit Root Test. 

Variables ADF value Critical value Order of Integration 

RGDP -3.196665 
1% = -3.670170  
5% = -2.963972  

10% = -2.621007 

Stationary at first difference                         
I(1) 

IGDP -5.119525 
1% = -3.670170  
5% = -2.963972 

 10% = -2.621007 

Stationary at first difference                         
I(1) 

AGDP -6.957287 
1% = -3.689194  
5% = -2.971853 

 10% = -2.625121 

Stationary at second difference                         
I(2) 

COSE -4.330437 
1% = -3.670170 
 5% = -2.963972 

 10% = -2.621007 

Stationary at first difference                         
I(1) 

CSSE -4.738782 
1% = -3.670170  
5% = -2.963972  

10% = -2.621007 

Stationary at first difference                         
I(1) 

CPSE -7.436775 
1% = -3.689194 

 5% = -2.971853  
10% = -2.625121 

Stationary at second difference                         
I(2) 

CCSE -5.8538 
1% = -3.670170  
5% = -2.963972 

 10% = -2.621007 

Stationary at first difference                         
I(1) 

Source: Extracts from Result of Stationarity Test (Appendix 1)  

From the table above, the dependent variable, AGDP and independent 

variable CPSE, are stationary at second difference and therefore, are of the 

integrated order two I(2). While all the other variables, RGDP, IGDP, COSE, 

CSSE and CCSE are stationary at first difference and therefore, are of the 

integrated order one I(1). This led to the cointegration test. 

 

4.3.2 Result for Co-integration Test 

 The long run relationship was established by conducting the co-

integration test using the Johansen Method. Hypothesis to be tested is: 
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H0: δ = 0 (the variables are not co-integrated) 

H1: δ < 0 (the variables are co-integrated) 

Decision Rule: Reject H0 if the statistical value of the result exceeds the critical 

value at 5% level of significance, otherwise do not reject H0. 

 
Table 4.4 Summary of Co-integration Result using Johansen Method  
  Hypothesized Trace 0.05 Hypothesized Max-Eigen 0.05 

Model No. of CE(s) Statistic Critical Value No. of CE(s) Statistic 
Critical 
Value 

  None *  196.1638  69.81889 None *  114.2298  33.87687 

  At most 1 *  81.93397  47.85613 At most 1 *  58.05606  27.58434 

Model 1 At most 2  23.87791  29.79707 At most 2  17.95763  21.13162 

  At most 3  5.920283  15.49471 At most 3  5.896926  14.26460 

  At most 4  0.023357  3.841466 At most 4  0.023357  3.841466 

              
  None *  181.0175  69.81889 None *  106.8023  33.87687 

  At most 1 *  74.21523  47.85613 At most 1 *  51.04176  27.58434 

Model 2 At most 2  23.17347  29.79707 At most 2  15.17603  21.13162 

  At most 3  7.997436  15.49471 At most 3  6.776227  14.26460 

  At most 4  1.221209  3.841466 At most 4  1.221209  3.841466 

              
  None *  175.5801  69.81889 None *  97.93551  33.87687 

  At most 1 *  77.64455  47.85613 At most 1 *  49.36349  27.58434 

Model 3 At most 2  28.28105  29.79707 At most 2  19.67771  21.13162 

  At most 3  8.603340  15.49471 At most 3  6.169765  14.26460 

  At most 4  2.433575  3.841466 At most 4  2.433575  3.841466 

Source: Extract from Johansen Cointegration Test (Appendix II) 
 
 

Following the result in table 4.3, the null hypothesis of no co-integration, for 

r=0, and r≤1 were rejected in both the trace statistics and maximum eigen-value 

statistics in the three models. This is because the statistical values of these tests 

were greater than their critical values. However, the null hypothesis of no co-

integration, that is r≤2 could not be rejected in both the trace statistics and the 

maximum eigen-value statistics also in the three models, because its values are 
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less than the critical values, this is an indication that there are 2 cointegrating 

equations at 0.05 level in models 1, 2 and 3 respectively.  Given the above result 

therefore, the researcher concludes that there is the possibility that a long run 

relationship exist between the variables used in the models.  

 

4.3.3 Regression Result 
 
Table 4.5: Simple Regression Test using Autoregression Distributive Lag Method (ARDL) 
 
Dependent Variable: GDPG   
Method: Least Squares   
Sample (adjusted): 1988 2012   
Included observations: 25 after adjustments  

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C -0.066982 3.792607 -0.017661 0.9861 

GDPG(-1) 0.191002 0.212502 0.898828 0.3794 
GDPG(-2) 0.107251 0.214475 0.500061 0.6225 
GDPG(-3) -0.041285 0.181984 -0.226861 0.8228 
LOG(TCR) 0.303198 0.315668 0.960496 0.3483 

     
     R-squared 0.170498     Mean dependent var 5.142400 

Adjusted R-squared 0.004598     S.D. dependent var 2.851290 
S.E. of regression 2.844727     Akaike info criterion 5.105668 
Sum squared resid 161.8494     Schwarz criterion 5.349443 
Log likelihood -58.82085     Hannan-Quinn criter. 5.173281 
F-statistic 16.94897     Durbin-Watson stat 1.531272 
Prob(F-statistic) 0.000019    

     
     Substituted Coefficients: 

========================= 
GDPG = -0.0669822753996 + 0.191002444223*GDPG(-1) + 0.107250569966*GDPG(-2) - 
0.0412849413066*GDPG(-3) + 0.303198246261*LOG(TCR) 
 

 
The researcher thought it necessary to ascertain the effect of banks’ total credit 

on the economic growth of Nigeria using gross domestic growth rate as the 

explained variable before decomposing the variables. The result of the test as 

shown in table 4.4 indicates that though banks credit has positive relationship 

with economic growth as measured by the GDP growth rate, the relationship is 
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not statistically significant meaning that it can be ignored in determining the 

changes in economic growth.  

  However, the researcher refused to make an informed decision based on 

this result until a more elaborate test is carried out. Hence the multiple 

regression test was done and result is presented in table 4.5.  

 

Table 4.6 Ordinary Least Square  

A. (Model 1) 

Dependent Variable: RGDP   
Method: Least Squares   
Sample: 1981 2012   
Included observations: 32   

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 247476.1 11518.60 21.48490 0.0000 

COSE 0.065367 0.018525 3.528605 0.0015 
CSSE -0.137041 0.042047 -3.259213 0.0030 
CPSE 0.204080 0.038387 5.316328 0.0000 
CCSE -0.010758 0.093821 -0.114664 0.9096 

     
     R-squared 0.944611     Mean dependent var 384978.1 

Adjusted R-squared 0.936405     S.D. dependent var 209409.6 
S.E. of regression 52808.89     Akaike info criterion 24.72935 
Sum squared resid 7.53E+10     Schwarz criterion 24.95837 
Log likelihood -390.6696     Hannan-Quinn criter. 24.80526 
F-statistic 115.1155     Durbin-Watson stat 1.059597 
Prob(F-statistic) 0.000000    

     
     Substituted Coefficients: 

========================= 
RGDP = 247476.061936 + 0.0653674409697*COSE - 0.137040775312*CSSE + 0.20408043549*CPSE - 
0.0107579067255*CCSE 

 

The result obtained from the regression of the model is presented in table 4.5. 

The relationship of the model is:  

RGDP = 247476.06 + 0.065*COSE - 0.137*CSSE + 0.204*CPSE - 0.011*CCSE 

From the result above, credit to other sectors of the economy (COSE) and credit 

to production sector of the economy (CPSE) have positive coefficients of 0.065 



97 
 

and 0.204 respectively indicating that Real GDP (RGDP) will increase by 

0.065% and 0.204% if COSE and CPSE increase by 1% respectively. This 

relationship is statistically significant at 95% confidence level. On the opposite, 

credit to services sector of the economy (CSSE) and credit to general commerce 

sector of the economy (CCSE) each has negative relationship with real gross 

domestic product (RGDP). If CSSE and CCSE increase by 1% respectively, 

RGDP will decrease by 0.137% and 0.011%. However, while the relationship 

between CSSE and RGDP is statistically significant, the relationship between 

CCSE and RGDP is not statistically significant at 5% level of significance as 

shown by its prob of 0.9096. 

B. Model 2 

Table 4.7 OLS Results   

Dependent Variable: IGDP   
Method: Least Squares   
Sample: 1981 2012   
Included observations: 32   

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 101499.7 3749.832 27.06779 0.0000 

COSE 0.013748 0.006031 2.279619 0.0308 
CSSE -0.030503 0.013688 -2.228413 0.0344 
CPSE 0.023631 0.012497 1.890930 0.0694 
CCSE 0.003473 0.030543 0.113723 0.9103 

     
     R-squared 0.689692     Mean dependent var 118456.3 

Adjusted R-squared 0.643720     S.D. dependent var 28802.05 
S.E. of regression 17191.70     Akaike info criterion 22.48484 
Sum squared resid 7.98E+09     Schwarz criterion 22.71386 
Log likelihood -354.7575     Hannan-Quinn criter. 22.56076 
F-statistic 15.00258     Durbin-Watson stat 0.608985 
Prob(F-statistic) 0.000001    

     
     Substituted Coefficients: 

========================= 
IGDP = 101499.665851 + 0.0137477806536*COSE - 0.030503149497*CSSE + 0.0236307226913*CPSE + 
0.00347346159778*CCSE 
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The result obtained from the regression of model 2 is presented in table 4.6. The 

relationship of the model is:  

IGDP = 101499.67 + 0.014*COSE - 0.031*CSSE + 0.024*CPSE + 0.003*CCSE 

From the result above, credit to other sectors of the economy (COSE), credit to 

production sector of the economy (CPSE) and credit to general commerce sector 

of the economy (CCSE) have positive coefficients of 0.014, 0.024 and 0.003 

respectively indicating that Industrial Gross Domestic Product (IGDP) will 

increase by 0.014%, 0.024% and 0.003% if COSE, CPSE and CCSE increase by 

1% respectively. Except the relationship between IGDP and COSE the other 

relationships between CPSE and IGDP; and CCSE and IGDP are not 

statistically significant. On the opposite, credit to services sector of the economy 

(CSSE) has negative relationship with industrial gross domestic product 

(IGDP). If CSSE increase by 1% IGDP will decrease by 0.031%. However, the 

relationship between CSSE is statistically significant. 
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C. Model 3 

Table 4.8 OLS Results   

Dependent Variable: AGDP   
Method: Least Squares   
Sample: 1981 2012   
Included observations: 32   

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 125538.4 5903.693 21.26438 0.0000 

COSE 0.025495 0.009495 2.685188 0.0122 
CSSE -0.051627 0.021551 -2.395614 0.0238 
CPSE 0.073015 0.019675 3.711074 0.0009 
CCSE -0.001954 0.048087 -0.040630 0.9679 

     
     R-squared 0.895702     Mean dependent var 175771.8 

Adjusted R-squared 0.880250     S.D. dependent var 78215.54 
S.E. of regression 27066.42     Akaike info criterion 23.39258 
Sum squared resid 1.98E+10     Schwarz criterion 23.62160 
Log likelihood -369.2812     Hannan-Quinn criter. 23.46849 
F-statistic 57.96815     Durbin-Watson stat 0.542680 
Prob(F-statistic) 0.000000    

     
     Substituted Coefficients: 

========================= 
AGDP = 125538.373379 + 0.0254951173766*COSE - 0.0516271161185*CSSE + 0.0730151773713*CPSE - 
0.00195376304248*CCSE 

 

The result obtained from the regression of model 3 is presented in table 4.7. The 

relationship of the model is:  

AGDP = 125538.37 + 0.025*COSE - 0.052*CSSE + 0.073*CPSE - 0.002*CCSE 

From the result above, credit to other sectors of the economy (COSE)  and 

credit to production sector of the economy (CPSE) have positive coefficients of 

0.025 and 0.073 respectively indicating that Agricultural Gross Domestic 

Product (AGDP) will increase by 0.025% and 0.073% if COSE and CPSE 

increase by 1% respectively. This relationship is statistically significant at 95% 

confidence level. On the opposite, credit to services sector of the economy 

(CSSE) and credit to general commerce sector of the economy (CCSE) each has 
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negative relationship with agricultural gross domestic product (AGDP). If CSSE 

and CCSE increase by 1% respectively, AGDP will decrease by 0.052% and 

0.002%. However, while the relationship between CSSE and AGDP is 

statistically significant, the relationship between CCSE and AGDP is not 

statistically significant at 5% level of significance as shown by its probability of 

0.9679.  

Based on the above findings, the researcher therefore, concludes that 

credit to other services of the economy (COSE) and credit to production sector 

of the economy (CPSE) have positive and significant relationship with 

economic growth; The current finding however, is in agreement with the 

findings of Kara and Tiryaki (2013) and Ergun, Yarin and Arif (2013) who 

found that bank credit are positive and significant in explaining the variability in 

GDP growth. Credit to service sector of the economy (CSSE) has inverse and 

significant relationship with economic growth; finally, credit to commercial 

sector of the economy (CCSE) has inverse but insignificant relationship with 

economic growth.  

 

4.4 Statistical Criteria 

The statistical tests to evaluate are the student t-test, F-test and R2 (the 

coefficient of determination). 
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4.4.1 F-test 

This test is used to determine the overall significance of the models. It follows 

the f-distribution with degree of freedoms k (v1) and n-k-1 (v2). 

Where k = Number of independent variables, and n = Number of Observations. 

Hypothesis to be tested is 

H0: β1 = β2 = β3 = β4 = 0 (the model is statistically insignificant) 

H1: β1 ≠ β2 ≠ β3 ≠ β4 ≠ 0 (the model is statistically significant) 

At α = 5% 

Decision Rule: Reject H0 if Fcal > F0.05(v1, v2), otherwise do not reject. Or reject H0 

if prob(f-statistic) > 0.05, otherwise do not reject H0.  

From the regression result (Table 4.6, 4.7 and 4.8), Fcal is equal to 115.1155, 

15.0026 and 57. 9682 respectively and their prob (f-statistic) are all less than 

0.05 indicating that the models are significant, adequate and reliable for any 

analysis drawn from them.  

 

4.4.2 Coefficient of Determination (R2) 

The statistical test seeks to evaluate the statistical reliability of our parameter 

estimates. The R2 values of 0.9446, 0.6897 and 0.8957 indicate that the power 

of our models to explain variances in relation to dependent variables, (RGDP, 

IGDP and AGDP) is very high. It also shows that the level of correlation is high 

and tight.  
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 In the same vein, the adjusted R2 value of 0.9364, 0.6437 and 0.8803 

implies that the variables explain 93.64%, 64.37% and 88.03% respectively of 

the changes in the dependent variables RGDP, IGDP and AGDP while 6.36%, 

35.63% and 11.97% is explained by other factors unexplained by the models 

respectively. 

 

4.4.3 The student t-test 

Hypothesis to be tested are: 

H0: the parameters estimated are statistically insignificant. 

H1: the parameters estimated are statistically significant. 

Decision Rule: Reject H0 if tcal > t(tab) at 5% level of significance. Otherwise do 

not reject. 

Alternatively, 

If the significant level (prob.) as shown in the regression result is less than 0.05, 

reject H0. Otherwise do not reject. 

  Table 4.9: Analysis of the t-test  

 
Model1 Model 2 Model 3 

   Variables Prob. Prob. Prob. 
Sig. 
level 

Decision Conclusion 

COSE 0.0015 0.0308 0.0122 0.05 Reject Significant 

CSSE 0.003 0.0344 0.0238 0.05 Reject  Significant 

CPSE 0.0001 0.0694* 0.0009 0.05 Reject Significant 

CCSE 0.9096 0.9103 0.9679 0.05 Accept Not Significant 

  Source: Extract from Tables 4.6, 4.7 and 4.8. 

From the result above three variables, COSE, CSSE and CPSE, are statistically 

significant, while CCSE is not statistically significant. However, CPSE is not 
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significant in model 2 but given the two-third majority decision, the researcher 

concludes that the variable is significant to economic growth.  

 

4.4.4 Autocorrelation (serial correlation) 

The Durbin Watson d-test is adopted for this test. If the d value is about 2, there 

is no serial correlation (of the first order) either positive or negative. But the 

closer d is to zero (0) the greater the evidence of positive correlation, the closer 

d is to 4 the greater the evidence of negative serial correlation.  

The Durbin Watson d statistic (d) = 1.06, 0.61 and 0.54 (Tables 4.6, 4.7 and 

4.8), this indicates a case of positive autocorrelation (serial correlation) between 

banks’ credit and economic growth in Nigeria.  

 

4.5 Testing of Hypothesis 

The hypotheses of this study as explicitly stated in chapter one are as follows: 

Ho1:  There is no significant relationship between deposit money banks’ credit 

to other sectors of the economy (COSE) and economic growth of Nigeria. 

Ho2:  There is no significant relationship between deposit money banks’ credit 

to services sector of the economy (CSSE) and Nigeria economic growth.  

Ho3:  There is no significant relationship between deposit money banks’ credit 

to the production sector of the economy (CPSE) and economic growth of 

Nigeria. 
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Ho4:  There is no significant relationship between deposit money banks’ credit 

to general commerce sector of the economy (CCSE) and economic 

growth of Nigeria. 

 

Testing for hypothesis 1 

Ho1:  There is no significant relationship between deposit money banks’ credit 

to other sectors of the economy (COSE) and economic growth of Nigeria. 

Decision Rule: Accept H0 if the /tcal/ < /ttab/0.05; Reject H0 if the /tcal/ > /ttab/0.05 

 

 

/2 = 0.025 

 

-2.05      +2.05 

From the above analysis and considering independent COSE:  

Model 1:  /tcal/ = /3.53/ > /ttab/0.025 = /2.05/; 

Model 2: /tcal/ = /2.28/ > /ttab/0.025 = /2.05/; 

Model 3: /tcal/ = /2.69/ > /ttab/0.025 = /2.05/;  

the t-statistics /tcal/ in each of the models is greater than the t-tabulated /ttab/, 

therefore the study reject H0 and concludes that there is a significant 

relationship between deposit money banks’ credit to other sectors of the 

economy (COSE) and economic growth of Nigeria. This answers research 

question 1. 

 

Critical Region OR  
Rejected Region 

       Acceptance        Region 

Critical Region OR  
Rejected Region 
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Testing for hypothesis 2  

Ho2:  There is no significant relationship between deposit money banks’ credit 

to services sector of the economy (CSSE) and Nigeria economic growth.  

Decision Rule: Accept H0 if the /tcal/ < /ttab/0.05; Reject H0 if the /tcal/ > /ttab/0.05 

 

 

/2 = 0.025 

 

                                    -2.05                                                      +2.05 

From the analysis and considering independent CSSE:  

Model 1: /tcal/ = -3.26 > /ttab/ = -2.05; 

Model 2: /tcal/ = -2.23 > /ttab/ = -2.05; 

Model 3: /tcal/ = -2.40 > /ttab/ = -2.05; 

The t-statistics /tcal/ in each of the models is greater than the t-tabulated /ttab/, 

therefore the study rejects Ho, and concludes that there is a significant 

relationship between deposit money banks’ credit to services sector of the 

economy (CSSE) and Nigeria economic growth.  This answers research 

question 2. 

 

Critical Region OR  
Rejected Region 

Critical Region OR  
Rejected Region 

        Acceptance    Region 



106 
 

Testing for hypothesis 3 

 Ho3:  There is no significant relationship between deposit money banks’ credit 

to the production sector of the economy (CPSE) and economic growth of 

Nigeria. 

 

 

/2 = 0.025    Acceptance Region 

   -2.05             +2.05 

From the analysis and considering independent CPSE:  

Model 1: /tcal/ = 5.32 > /ttab/0.025 = 2.05.  

Model 2: /tcal/ = 1.90 < /ttab/0.025 = 2.05.  

Model 3: /tcal/ = 3.71 > /ttab/0.025 = 2.05.  

The t-statistics /tcal/ in models 1 and 3 are greater than the t-tabulated /ttab/, 

therefore the study rejects Ho and accepts H1, Contrarily, the t-statistics /tcal/ in 

models 2 is less than the t-tabulated. However, the researcher concludes that 

there is a significant relationship between deposit money banks’ credit to the 

production sector of the economy (CPSE) and economic growth of Nigeria. 

This decision is taken because CPSE is significant with RGDP and AGDP. 

Which fulfills the 2/3 majority rule of decision making. This answers research 

question 3. 

 

 

 

Critical Region OR  
Rejected Region 
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Testing for hypothesis  

Ho4:  There is no significant relationship between deposit money banks’ credit 

to general commerce sector of the economy (CCSE) and economic 

growth of Nigeria.  

Decision Rule: Accept H0 if the /tcal/ < /ttab/0.05; Reject H0 if the /tcal/ > /ttab/0.05 

 

 

 

/2 = 0.025 

   -2.05             +2.05 

From the analysis and considering independent CCSE:  

Model 1: /tcal/ = -0.115 < /ttab/0.025 = -2.05; 

Model 2: /tcal/ = 0.114 < /ttab/0.025 = -2.05; 

Model 3: /tcal/ = -0.04 < /ttab/0.025 = -2.05; 

The t-statistics /tcal/ in the models is less than the t-tabulated /ttab/, therefore the 

study accepts Ho and rejects H1, and concludes that there is no significant 

relationship between deposit money banks’ credit to general commerce sector of 

the economy (CCSE) and economic growth of Nigeria. This answers research 

question 4. 

 

4.6 Causality Result 

This represents the result for causality.  Hypothesis to be tested is: 

H01: Banks’ credit does not granger cause economic growth. 

Critical Region OR  
Rejected Region  
Rejected Region  OR         Acceptance    Region 

Critical Region OR  
Rejected Region 
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H02: Economic growth does not granger cause banks’ credit. 

Decision Rule: 

Reject H0 if Fcal > Ftab or if the ρ-value is below 5%, otherwise do not reject H0.  

Table 4.10 Summary of Causality Result 

Direction of Causality F-value P-value 
No of 
Lags Decision 

CREDIT → RGDP 0.00295 0.99705 2 No causality 
RGDP →CREDIT 12.9571 0.00014 2 causality 
CREDIT → RGDP 0.03156 0.99224 3 No causality 
RGDP →CREDIT 6.66673 0.00227 3 causality 
CREDIT → RGDP 0.14226 0.96423 4 No causality 
RGDP →CREDIT 12.6412 3.50E-05 4 causality 
CREDIT → RGDP 0.33964 0.88139 5 No causality 
RGDP →CREDIT 12.8855 3.90E-05 5 causality 
CREDIT → RGDP 0.35938 0.89178 6 No causality 
RGDP →CREDIT 3.98876 0.01743 6 causality 
CREDIT → RGDP 11.1255 0.00052 7 causality 
RGDP →CREDIT 4.50352 0.01634 7 causality 
CREDIT → RGDP 14.1414 0.00111 8 causality 
RGDP →CREDIT 10.5029 0.00281 8 causality 
CREDIT → RGDP 12.5533 0.01335 9 causality 
RGDP →CREDIT 7.03667 0.03795 9 causality 
CREDIT → RGDP 9305.02 0.00807 10 causality 
RGDP →CREDIT 13.3415 0.21017 10 No causality 

Source: Extract from Result of Causality Test (Appendix III) 

From the result in table 4.9, there is bidirectional (two –way) granger causality 

running from Nigeria economic growth to banks’ credit and from banks’ credit 

to Nigeria economic growth. That is, causality runs from banks’ credit to 

economic growth with feedback implying that the increase or decrease in banks’ 

credit may be as a result of increase or decrease in economic growth in Nigeria 

and vice versa.  
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4.7 Discussion of Result 

The regression result reveals that the variables explain 93.64%, 64.37% and 

88.03% respectively of the changes in the dependent variables RGDP, IGDP 

and AGDP. The F-values as shown in all the models are significant at 5% level 

showing that the models are significant, adequate and reliable for any analysis 

drawn from them. The coefficients of credit to other services of the economy 

(COSE) and credit to production sector of the economy (CPSE) have positive 

and significant relationship with economic growth; Credit to service sector of 

the economy has inverse and significant relationship with economic growth; 

finally, credit to commercial sector of the economy (CCSE) has inverse but 

insignificant relationship with economic growth. Consequently, this variable 

(CCSE) that is not statistically significant can be ignored in explaining 

variations in RGDP, IGDP and AGDP. Obviously, CSSE and CCSE that have 

negative relationship with economic growth, do not meet the a priori 

expectation. The reason will not be unconnected to numerous corrupt practices 

coupled with leakages that occur in the sector. Added to these is the problem of 

sudden changes in policies which all culminate in negative contribution to the 

economy.  

The Durbin-Watson statistic values shown in the models indicate the 

presence of a positive autocorrelation in the model. Hence, this result had 

violated the assumption of Non-Autocorrelation of the error terms in the 

ordinary least squares method of regression.  
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Finally, the overall model is measured by the F-statistic test. The F-

Statistic values shown in the models indicate that the models are statistically 

significant because their ρ-values are less than 0.05. Therefore, the overall 

models of the included explanatory variables are significant and can be used in 

explaining variations in Nigeria’s economic growth. 

There is bidirectional granger causality running from Nigeria economic 

growth to banks’ credit and from banks’ credit to Nigeria economic growth. 

That is, causality runs from banks’ credit to economic growth with feedback 

implying that the increase or decrease in banks’ credit may be as a result of 

increase or decrease in economic growth in Nigeria and vice versa. This result is 

in support with the results of Demetriades & Hussein (1996) and Shan & 

Jianhong (2006) who postulate that there is a bi-directional relationship between 

finance and growth.   
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1 Summary 

This work investigated the impact of deposit money banks’ credit to the 

production, commercial, Services and other sectors on the economic growth of 

Nigeria. The period of investigation covered was thirty-two years from 1981 – 

2012. Four major hypotheses were stated with these objectives in mind:  

a.) To determine the extent to which deposit money banks’ credits to other 

sectors of the economy affects economic growth of Nigeria. 

b.)  To determine the extent to which deposit money banks’ credits to 

services sector of the economy affects Nigeria economic growth. 

c.) To determine the extent to which deposit money banks’ credits to the 

production sector of the economy affects economic growth of Nigeria. 

d.) To determine the extent to which deposit money banks’ credits to general 

commerce sector of the economy affects economic growth of Nigeria. 

Under the four hypotheses, the real gross domestic product, Industrial gross 

domestic product, Agricultural gross domestic product were used as surrogate 

for economic growth. Three models were formulated and the models proved to 

be significant at 95% confidence level. 

 

5.2 Conclusion 

From the statistical computation, analyses and findings of the test carried out, it 

shows that: 
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The joint action of deposit money banks credit to the other sectors, credit 

to services sector, credit to production sector and credit to general commerce 

sector of the economy are significant factors that can influence economic 

growth of Nigeria. The finding however, is in agreement with the findings of 

Kara and Tiryaki (2013) and Ergun, Yarin and Arif (2013) who found that 

banks’ credit are positive and significant in explaining the variability in GDP 

growth. 

 On individual basis, credit to other sectors of the economy (COSE) and 

credit to production sector of the economy (CPSE) have positive relationship 

with dependent variables indicating a positive contribution to economic growth. 

This relationship is statistically significant at 95% confidence level.  

 On the opposite, credit to services sector of the economy (CSSE) and 

credit to general commerce sector of the economy (CCSE) each has negative 

relationship with economic growth indicating also an inverse or opposite 

contribution to economic growth. However, while the relationship between 

CSSE and economic growth is statistically significant, the relationship between 

CCSE and economic growth is not statistically significant at 5% level as shown 

by their probability values in the models.  

 The negative contributions from these variables have been blamed on 

corruption and leakages in the economy. Similarly, poor construction of 

economic policies equally seems to make insignificance the solitary effect of the 

banks’ credit on the economy.  
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Finally, the variables were found to be stationary at first and second 

difference and there is the presence of a positive autocorrelation in the models. 

Given the above findings and results, the researcher concludes that 

deposit money banks’ credit enhances economic growth over the years. 

However, banks’ credit allocation to general commerce sector where a greater 

number of Nigerians fall is still experiencing minimal and insignificant funding.  

The Nigerian banking system therefore, has sustained effective financial 

services delivery, especially credit allocation needed to promote economic 

growth and development.  

 

5.3  Recommendations 

The findings of the study therefore, bring to the fore the need for the following 

recommendations: 

In order to feel the full positive effect of deposit money banks’ credit on 

the economy, efforts should be made towards the removal of impediments in the 

economy. By this, the researcher is of the opinion that credit policies should be 

consistent and followed up to their logical conclusion. The situation where 

policies are changed at will by various governments and even the same 

government should be minimized. Policies should be consistent for better 

results. 

From the information about this study, banks’ credit has a tripartite 

involvement of the Nigeria government through the Central Bank of Nigeria as 
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the management agent under the Ministry of Finance, the banks in this case the 

commercial banks and the investors i.e. borrowers. The study notes that all these  

Organs must be pro-active to deal with the changing attitudes of the investors 

(beneficiaries of the loan). 

The beneficiaries should recognize the practice and advantages of 

accumulated savings, which is often allowed to group when existing facilities 

are not fully adjusted. This can help the banks to hope that the loan will be paid 

and usher sustainability of bank and customer friendly relationship.  

The scheme should put more commitments in implementing vigorously 

the policy of granting loan by purpose so that those segments of the sectors of 

the economy that are targeted for improved productivity will be achieved. 

Banks in Nigeria should enhance their capacity in credit analysis and loan 

administration while the regulatory authority should pay more attention to 

banks’ compliance to relevant provisions of the Bank and Other Financial 

Institutions Act (BOFIA) (1999) and prudential guidelines. 
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Appendix I 

Unit Root Test 

 
Null Hypothesis: D(RGDP) has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic - based on SIC, maxlag=7) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -3.196665  0.0301 
Test critical values: 1% level  -3.670170  

 5% level  -2.963972  
 10% level  -2.621007  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(RGDP,2)   
Method: Least Squares   
Date: 11/14/14   Time: 06:29   
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(RGDP(-1)) -0.541584 0.169422 -3.196665 0.0034 
C 13365.52 5937.059 2.251202 0.0324 
     
     

R-squared 0.267374     Mean dependent var 2014.300 
Adjusted R-squared 0.241208     S.D. dependent var 29917.93 
S.E. of regression 26061.10     Akaike info criterion 23.23862 
Sum squared resid 1.90E+10     Schwarz criterion 23.33203 
Log likelihood -346.5792     Hannan-Quinn criter. 23.26850 
F-statistic 10.21867     Durbin-Watson stat 2.228910 
Prob(F-statistic) 0.003434    
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Null Hypothesis: D(IGDP) has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic - based on SIC, maxlag=7) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -5.119525  0.0002 
Test critical values: 1% level  -3.670170  

 5% level  -2.963972  
 10% level  -2.621007  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(IGDP,2)   
Method: Least Squares   
Date: 11/14/14   Time: 06:31   
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(IGDP(-1)) -0.943800 0.184353 -5.119525 0.0000 
C 2511.502 1389.172 1.807914 0.0814 
     
     

R-squared 0.483486     Mean dependent var 256.6733 
Adjusted R-squared 0.465039     S.D. dependent var 9866.223 
S.E. of regression 7216.258     Akaike info criterion 20.67040 
Sum squared resid 1.46E+09     Schwarz criterion 20.76381 
Log likelihood -308.0560     Hannan-Quinn criter. 20.70028 
F-statistic 26.20954     Durbin-Watson stat 2.012949 
Prob(F-statistic) 0.000020    
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Null Hypothesis: D(AGDP,2) has a unit root  
Exogenous: Constant   
Lag Length: 1 (Automatic - based on SIC, maxlag=2) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -6.957287  0.0000 
Test critical values: 1% level  -3.689194  

 5% level  -2.971853  
 10% level  -2.625121  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(AGDP,3)   
Method: Least Squares   
Date: 11/14/14   Time: 06:36   
Sample (adjusted): 1985 2012   
Included observations: 28 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(AGDP(-1),2) -2.122025 0.305007 -6.957287 0.0000 
D(AGDP(-1),3) 0.440427 0.177792 2.477205 0.0204 

C 1336.406 1038.295 1.287116 0.2098 
     
     

R-squared 0.787640     Mean dependent var -53.34036 
Adjusted R-squared 0.770651     S.D. dependent var 11281.88 
S.E. of regression 5402.934     Akaike info criterion 20.12823 
Sum squared resid 7.30E+08     Schwarz criterion 20.27097 
Log likelihood -278.7952     Hannan-Quinn criter. 20.17186 
F-statistic 46.36228     Durbin-Watson stat 1.698439 
Prob(F-statistic) 0.000000    
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Null Hypothesis: D(COSE) has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic - based on SIC, maxlag=7) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -4.330437  0.0019 
Test critical values: 1% level  -3.670170  

 5% level  -2.963972  
 10% level  -2.621007  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(COSE,2)   
Method: Least Squares   
Date: 11/14/14   Time: 06:38   
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(COSE(-1)) -0.831456 0.192003 -4.330437 0.0002 
C 71477.21 79474.35 0.899375 0.3761 
     
     

R-squared 0.401104     Mean dependent var 20923.94 
Adjusted R-squared 0.379715     S.D. dependent var 546707.9 
S.E. of regression 430577.2     Akaike info criterion 28.84798 
Sum squared resid 5.19E+12     Schwarz criterion 28.94139 
Log likelihood -430.7197     Hannan-Quinn criter. 28.87787 
F-statistic 18.75268     Durbin-Watson stat 1.868734 
Prob(F-statistic) 0.000172    
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Null Hypothesis: D(CSSE) has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic - based on SIC, maxlag=7) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -4.738782  0.0007 
Test critical values: 1% level  -3.670170  

 5% level  -2.963972  
 10% level  -2.621007  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(CSSE,2)   
Method: Least Squares   
Date: 11/14/14   Time: 06:39   
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(CSSE(-1)) -0.915884 0.193274 -4.738782 0.0001 
C 36851.77 68188.25 0.540442 0.5932 
     
     

R-squared 0.445062     Mean dependent var -13143.32 
Adjusted R-squared 0.425242     S.D. dependent var 486705.6 
S.E. of regression 368985.0     Akaike info criterion 28.53924 
Sum squared resid 3.81E+12     Schwarz criterion 28.63265 
Log likelihood -426.0886     Hannan-Quinn criter. 28.56912 
F-statistic 22.45606     Durbin-Watson stat 1.926267 
Prob(F-statistic) 0.000057    
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Null Hypothesis: D(CPSE,2) has a unit root  
Exogenous: Constant   
Lag Length: 1 (Automatic - based on SIC, maxlag=2) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -7.436775  0.0000 
Test critical values: 1% level  -3.689194  

 5% level  -2.971853  
 10% level  -2.625121  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(CPSE,3)   
Method: Least Squares   
Date: 11/14/14   Time: 06:41   
Sample (adjusted): 1985 2012   
Included observations: 28 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(CPSE(-1),2) -1.666792 0.224128 -7.436775 0.0000 
D(CPSE(-1),3) 0.737211 0.159828 4.612521 0.0001 

C 19027.88 40472.86 0.470139 0.6423 
     
     

R-squared 0.692231     Mean dependent var 19501.30 
Adjusted R-squared 0.667610     S.D. dependent var 371367.8 
S.E. of regression 214105.9     Akaike info criterion 27.48729 
Sum squared resid 1.15E+12     Schwarz criterion 27.63002 
Log likelihood -381.8220     Hannan-Quinn criter. 27.53092 
F-statistic 28.11488     Durbin-Watson stat 2.168411 
Prob(F-statistic) 0.000000    
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Null Hypothesis: D(CCSE) has a unit root  
Exogenous: Constant   
Lag Length: 0 (Automatic - based on SIC, maxlag=7) 

     
     
   t-Statistic   Prob.* 
     
     

Augmented Dickey-Fuller test statistic -5.853800  0.0000 
Test critical values: 1% level  -3.670170  

 5% level  -2.963972  
 10% level  -2.621007  
     
     

*MacKinnon (1996) one-sided p-values.  
     
     

Augmented Dickey-Fuller Test Equation  
Dependent Variable: D(CCSE,2)   
Method: Least Squares   
Date: 11/14/14   Time: 06:43   
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  

     
     

Variable Coefficient Std. Error t-Statistic Prob.   
     
     

D(CCSE(-1)) -1.101962 0.188247 -5.853800 0.0000 
C 27844.59 37498.37 0.742555 0.4639 
     
     

R-squared 0.550323     Mean dependent var -1187.762 
Adjusted R-squared 0.534264     S.D. dependent var 298312.0 
S.E. of regression 203582.7     Akaike info criterion 27.34987 
Sum squared resid 1.16E+12     Schwarz criterion 27.44329 
Log likelihood -408.2481     Hannan-Quinn criter. 27.37976 
F-statistic 34.26697     Durbin-Watson stat 2.032143 
Prob(F-statistic) 0.000003    
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Appendix II 

Cointegration  Test Result 

 
Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  
Trend assumption: Linear deterministic trend  
Series: RGDP COSE CSSE CPSE CCSE    
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 *  0.977800  196.1638  69.81889  0.0000 
At most 1 *  0.855605  81.93397  47.85613  0.0000 
At most 2  0.450413  23.87791  29.79707  0.2056 
At most 3  0.178451  5.920283  15.49471  0.7049 
At most 4  0.000778  0.023357  3.841466  0.8785 

     
     
 Trace 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  

     
Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 
     
     

Hypothesized  Max-Eigen 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     

None *  0.977800  114.2298  33.87687  0.0000 
At most 1 *  0.855605  58.05606  27.58434  0.0000 
At most 2  0.450413  17.95763  21.13162  0.1314 
At most 3  0.178451  5.896926  14.26460  0.6265 
At most 4  0.000778  0.023357  3.841466  0.8785 

     
     
 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  

     
 Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):  
     
     

RGDP COSE CSSE CPSE CCSE 
-2.52E-06  3.48E-06 -9.13E-06 -8.79E-06  3.10E-05 
 8.12E-06  1.66E-06  1.45E-05  1.45E-06 -5.00E-05 
-2.88E-05  1.36E-07 -5.32E-05  1.85E-05  7.26E-05 
-1.73E-05  6.29E-06  3.18E-05  2.53E-06 -8.01E-05 
-2.17E-05 -2.27E-06 -9.63E-06  1.06E-05 -3.27E-06 

     
     

     
 Unrestricted Adjustment Coefficients (alpha):   
     
     

D(RGDP) -1644.805  5126.981  11672.73  1444.761 
D(COSE)  7234.667  325269.1 -6969.112  15193.99 
D(CSSE)  55558.26 -92884.74 -14336.01  20137.19 
D(CPSE) -50732.96  9321.737 -17444.15  19442.29 
D(CCSE) -479.6973  141.3666 -3365.570  1222.421 
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1 Cointegrating Equation(s):  Log likelihood -1771.334  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

RGDP COSE CSSE CPSE CCSE 
 1.000000 -1.381064  3.621373  3.483244 -12.28088 

  (0.09452)  (0.70072)  (0.16833)  (1.49494) 
     

Adjustment coefficients (standard error in parentheses)  
D(RGDP)  0.004149    

  (0.01198)    
D(COSE) -0.018249    

  (0.19147)    
D(CSSE) -0.140141    

  (0.05978)    
D(CPSE)  0.127969    

  (0.02895)    
D(CCSE)  0.001210    

  (0.00343)    
     
     

     
2 Cointegrating Equation(s):  Log likelihood -1742.306  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

RGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  2.023841  0.606001 -6.941977 

   (0.42166)  (0.10142)  (0.93411) 
 0.000000  1.000000 -1.156740 -2.083352  3.865791 

   (0.46544)  (0.11195)  (1.03109) 
     

Adjustment coefficients (standard error in parentheses)  
D(RGDP)  0.045798  0.002806   

  (0.03936)  (0.01787)   
D(COSE)  2.624110  0.566755   

  (0.28993)  (0.13160)   
D(CSSE) -0.894700  0.038896   

  (0.11618)  (0.05273)   
D(CPSE)  0.203696 -0.161214   

  (0.09621)  (0.04367)   
D(CCSE)  0.002358 -0.001436   

  (0.01157)  (0.00525)   
     
     

     
3 Cointegrating Equation(s):  Log likelihood -1733.327  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

RGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  0.000000 -13.16653  41.76033 

    (1.38621)  (4.17641) 
 0.000000  1.000000  0.000000  5.788428 -23.97034 

    (0.88389)  (2.66301) 
 0.000000  0.000000  1.000000  6.805143 -24.06430 

    (0.72214)  (2.17568) 
     

Adjustment coefficients (standard error in parentheses)  
D(RGDP) -0.290680  0.004397 -0.531276  

  (0.11828)  (0.01520)  (0.21989)  
D(COSE)  2.825002  0.565805  5.025790  

  (1.02346)  (0.13156)  (1.90268)  
D(CSSE) -0.481449  0.036942 -1.093379  
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  (0.40053)  (0.05149)  (0.74461)  
D(CPSE)  0.706542 -0.163592  1.526355  

  (0.32188)  (0.04138)  (0.59840)  
D(CCSE)  0.099375 -0.001895  0.185404  

  (0.03504)  (0.00450)  (0.06514)  
     
     

     
4 Cointegrating Equation(s):  Log likelihood -1730.378  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

RGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  0.000000  0.000000 -1.159571 

     (0.18030) 
 0.000000  1.000000  0.000000  0.000000 -5.101369 

     (0.31746) 
 0.000000  0.000000  1.000000  0.000000 -1.881066 

     (0.08830) 
 0.000000  0.000000  0.000000  1.000000 -3.259774 

     (0.12970) 
     

Adjustment coefficients (standard error in parentheses)  
D(RGDP) -0.315682  0.013487 -0.485338  0.240954 

  (0.13609)  (0.02897)  (0.25226)  (0.08101) 
D(COSE)  2.562071  0.661396  5.508908  0.319364 

  (1.17586)  (0.25032)  (2.17970)  (0.69997) 
D(CSSE) -0.829921  0.163633 -0.453083 -0.836735 

  (0.43863)  (0.09338)  (0.81310)  (0.26111) 
D(CPSE)  0.370095 -0.041273  2.144556  0.186682 

  (0.34379)  (0.07319)  (0.63728)  (0.20465) 
D(CCSE)  0.078221  0.005796  0.224273 -0.054584 

  (0.03945)  (0.00840)  (0.07313)  (0.02349) 
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Sample (adjusted): 1983 2012   
Included observations: 30 after adjustments  
Trend assumption: Linear deterministic trend  
Series: IGDP COSE CSSE CPSE CCSE    
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 *  0.971563  181.0175  69.81889  0.0000 
At most 1 *  0.817571  74.21523  47.85613  0.0000 
At most 2  0.397018  23.17347  29.79707  0.2376 
At most 3  0.202182  7.997436  15.49471  0.4657 
At most 4  0.039890  1.221209  3.841466  0.2691 

     
     
 Trace 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  

     
Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 
     
     

Hypothesized  Max-Eigen 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     

None *  0.971563  106.8023  33.87687  0.0000 
At most 1 *  0.817571  51.04176  27.58434  0.0000 
At most 2  0.397018  15.17603  21.13162  0.2768 
At most 3  0.202182  6.776227  14.26460  0.5159 
At most 4  0.039890  1.221209  3.841466  0.2691 

     
     
 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  

     
 Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):  
     
     

IGDP COSE CSSE CPSE CCSE 
 6.44E-06  3.96E-06 -3.59E-09 -9.97E-06  1.15E-05 
 7.87E-06  9.18E-07  8.06E-06  5.74E-06 -4.24E-05 
-7.73E-05 -2.49E-06 -7.43E-05  1.29E-05  0.000130 
 9.92E-05 -2.20E-06  7.34E-06 -8.27E-06  1.29E-05 
-3.84E-05 -5.86E-06 -3.48E-05  7.88E-06  5.77E-05 

     
     

     
 Unrestricted Adjustment Coefficients (alpha):   
     
     

D(IGDP) -1338.314 -134.0518  2545.716 -676.1177 
D(COSE)  63435.14  326488.8 -9310.958 -34915.58 
D(CSSE)  40886.37 -110545.7 -3478.917 -16617.49 
D(CPSE) -44758.97  3435.653 -21398.43 -22089.90 
D(CCSE)  112.6706 -1970.731 -3456.391 -1260.608 
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1 Cointegrating Equation(s):  Log likelihood -1744.212  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

IGDP COSE CSSE CPSE CCSE 
 1.000000  0.615437 -0.000558 -1.548306  1.790724 

  (0.04250)  (0.31775)  (0.07145)  (0.67835) 
     

Adjustment coefficients (standard error in parentheses)  
D(IGDP) -0.008618    

  (0.00887)    
D(COSE)  0.408483    

  (0.49732)    
D(CSSE)  0.263283    

  (0.17193)    
D(CPSE) -0.288220    

  (0.08103)    
D(CCSE)  0.000726    

  (0.01011)    
     
     

     
2 Cointegrating Equation(s):  Log likelihood -1718.691  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

IGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  1.264375  1.262429 -7.065404 

   (0.69405)  (0.14921)  (1.56348) 
 0.000000  1.000000 -2.055342 -4.567058  14.38999 

   (1.22896)  (0.26421)  (2.76845) 
     

Adjustment coefficients (standard error in parentheses)  
D(IGDP) -0.009673 -0.005427   

  (0.01400)  (0.00560)   
D(COSE)  2.977870  0.551197   

  (0.37085)  (0.14836)   
D(CSSE) -0.606685  0.060524   

  (0.13700)  (0.05481)   
D(CPSE) -0.261182 -0.174226   

  (0.12775)  (0.05111)   
D(CCSE) -0.014784 -0.001363   

  (0.01541)  (0.00617)   
     
     

     
3 Cointegrating Equation(s):  Log likelihood -1711.103  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

IGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  0.000000 -5.595110  19.26674 

    (0.62813)  (1.90852) 
 0.000000  1.000000  0.000000  6.580418 -28.41501 

    (1.01991)  (3.09893) 
 0.000000  0.000000  1.000000  5.423660 -20.82622 

    (0.61094)  (1.85628) 
     

Adjustment coefficients (standard error in parentheses)  
D(IGDP) -0.206458 -0.011757 -0.190335  

  (0.09903)  (0.00606)  (0.09499)  
D(COSE)  3.697612  0.574349  3.324458  

  (2.83946)  (0.17364)  (2.72340)  
D(CSSE) -0.337763  0.069175 -0.632838  
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  (1.04892)  (0.06414)  (1.00605)  
D(CPSE)  1.392929 -0.121018  1.618706  

  (0.91562)  (0.05599)  (0.87820)  
D(CCSE)  0.252397  0.007231  0.241071  

  (0.10396)  (0.00636)  (0.09971)  
     
     

     
4 Cointegrating Equation(s):  Log likelihood -1707.715  
     
     
Normalized cointegrating coefficients (standard error in parentheses) 

IGDP COSE CSSE CPSE CCSE 
 1.000000  0.000000  0.000000  0.000000 -0.133481 

     (0.06138) 
 0.000000  1.000000  0.000000  0.000000 -5.598379 

     (0.36918) 
 0.000000  0.000000  1.000000  0.000000 -2.020474 

     (0.07501) 
 0.000000  0.000000  0.000000  1.000000 -3.467353 

     (0.15441) 
     

Adjustment coefficients (standard error in parentheses)  
D(IGDP) -0.273515 -0.010270 -0.195300  0.051072 

  (0.15925)  (0.00663)  (0.09485)  (0.02421) 
D(COSE)  0.234733  0.651128  3.068059  1.410395 

  (4.50170)  (0.18736)  (2.68127)  (0.68439) 
D(CSSE) -1.985862  0.105716 -0.754867 -0.949856 

  (1.63997)  (0.06825)  (0.97678)  (0.24932) 
D(CPSE) -0.797918 -0.072443  1.456491  0.372058 

  (1.36284)  (0.05672)  (0.81172)  (0.20719) 
D(CCSE)  0.127372  0.010003  0.231814 -0.046691 

  (0.16492)  (0.00686)  (0.09823)  (0.02507) 
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Sample (adjusted): 1983 2012    
Included observations: 30 after adjustments   
Trend assumption: Linear deterministic trend   
Series: AGDP COSE CSSE CPSE CCSE     
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 *  0.961785  175.5801  69.81889  0.0000  
At most 1 *  0.807074  77.64455  47.85613  0.0000  
At most 2  0.481038  28.28105  29.79707  0.0740  
At most 3  0.185889  8.603340  15.49471  0.4033  
At most 4  0.077916  2.433575  3.841466  0.1188  

      
      
 Trace 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   

      
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)  
      
      

Hypothesized  Max-Eigen 0.05   
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**  

      
      

None *  0.961785  97.93551  33.87687  0.0000  
At most 1 *  0.807074  49.36349  27.58434  0.0000  
At most 2  0.481038  19.67771  21.13162  0.0788  
At most 3  0.185889  6.169765  14.26460  0.5915  
At most 4  0.077916  2.433575  3.841466  0.1188  

      
      
 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   

      
 Unrestricted Cointegrating Coefficients (normalized by b'*S11*b=I):   
      
      

AGDP COSE CSSE CPSE CCSE  
-2.29E-06  3.66E-06 -6.83E-06 -8.63E-06  2.34E-05  
 7.27E-06  1.48E-06  1.06E-05  5.25E-06 -4.80E-05  
 4.52E-05  1.72E-06  6.81E-05 -1.41E-05 -0.000118  
 2.08E-05 -5.42E-06 -2.84E-05  4.44E-07  6.57E-05  
-7.63E-05 -5.14E-06 -5.49E-05  1.81E-05  7.84E-05  

      
      

      
 Unrestricted Adjustment Coefficients (alpha):    
      
      

D(AGDP)  231.5399  1626.688 -2425.920 -551.4163 -774.4837 
D(COSE)  60259.91  310204.5  35549.78 -29229.66  16653.11 
D(CSSE)  40422.88 -103991.1  2484.569 -17296.09  24.31434 
D(CPSE) -47255.41  3156.093  23227.53 -22590.28  1359.942 
D(CCSE) -320.0250 -1662.070  4078.090 -1467.756 -869.0568 
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1 Cointegrating Equation(s):  Log likelihood -1738.733   
      
      
Normalized cointegrating coefficients (standard error in parentheses)  

AGDP COSE CSSE CPSE CCSE  
 1.000000 -1.596261  2.980531  3.766699 -10.19839  

  (0.13904)  (1.01537)  (0.23839)  (2.17645)  
      

Adjustment coefficients (standard error in parentheses)   
D(AGDP) -0.000531     

  (0.00238)     
D(COSE) -0.138117     

  (0.17242)     
D(CSSE) -0.092650     

  (0.05870)     
D(CPSE)  0.108311     

  (0.03019)     
D(CCSE)  0.000734     

  (0.00368)     
      
      

      
2 Cointegrating Equation(s):  Log likelihood -1714.051   
      
      
Normalized cointegrating coefficients (standard error in parentheses)  

AGDP COSE CSSE CPSE CCSE  
 1.000000  0.000000  1.632396  1.067009 -7.013997  

   (0.57123)  (0.13374)  (1.26848)  
 0.000000  1.000000 -0.844559 -1.691259  1.994909  

   (0.57694)  (0.13508)  (1.28116)  
      

Adjustment coefficients (standard error in parentheses)   
D(AGDP)  0.011287  0.003256    

  (0.00748)  (0.00388)    
D(COSE)  2.115527  0.679862    

  (0.29259)  (0.15160)    
D(CSSE) -0.848149 -0.006109    

  (0.10382)  (0.05379)    
D(CPSE)  0.131240 -0.168218    

  (0.10023)  (0.05193)    
D(CCSE) -0.011341 -0.003632    

  (0.01194)  (0.00619)    
      
      

      
3 Cointegrating Equation(s):  Log likelihood -1704.212   
      
      
Normalized cointegrating coefficients (standard error in parentheses)  

AGDP COSE CSSE CPSE CCSE  
 1.000000  0.000000  0.000000 -22.41095  70.30300  

    (2.47307)  (7.25601)  
 0.000000  1.000000  0.000000  10.45562 -38.00688  

    (1.41282)  (4.14523)  
 0.000000  0.000000  1.000000  14.38252 -47.36413  

    (1.59141)  (4.66919)  
      

Adjustment coefficients (standard error in parentheses)   
D(AGDP) -0.098274 -0.000928 -0.149630   

  (0.03858)  (0.00363)  (0.05837)   
D(COSE)  3.721058  0.741182  5.301594   

  (1.72606)  (0.16233)  (2.61163)   
D(CSSE) -0.735939 -0.001824 -1.210053   
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  (0.62376)  (0.05866)  (0.94379)   
D(CPSE)  1.180262 -0.128153  1.939055   

  (0.56031)  (0.05270)  (0.84778)   
D(CCSE)  0.172837  0.003402  0.262439   

  (0.06032)  (0.00567)  (0.09126)   
      
      

      
4 Cointegrating Equation(s):  Log likelihood -1701.127   
      
      
Normalized cointegrating coefficients (standard error in parentheses)  

AGDP COSE CSSE CPSE CCSE  
 1.000000  0.000000  0.000000  0.000000 -0.598663  

     (0.14529)  
 0.000000  1.000000  0.000000  0.000000 -4.928364  

     (0.32407)  
 0.000000  0.000000  1.000000  0.000000 -1.862068  

     (0.09129)  
 0.000000  0.000000  0.000000  1.000000 -3.163706  

     (0.13515)  
      

Adjustment coefficients (standard error in parentheses)   
D(AGDP) -0.109727  0.002059 -0.133977  0.040419  

  (0.04196)  (0.00577)  (0.06249)  (0.01446)  
D(COSE)  3.113957  0.899516  6.131333  0.594373  

  (1.87029)  (0.25738)  (2.78509)  (0.64433)  
D(CSSE) -1.095179  0.091867 -0.719071 -0.937282  

  (0.66045)  (0.09089)  (0.98349)  (0.22753)  
D(CPSE)  0.711062 -0.005784  2.580323  0.087742  

  (0.56780)  (0.07814)  (0.84552)  (0.19561)  
D(CCSE)  0.142352  0.011353  0.304104 -0.063980  

  (0.06442)  (0.00886)  (0.09592)  (0.02219)  
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Appendix III 

Causality Test 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:15 
Sample: 1981 2012 
Lags: 2 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 30  0.00295  0.99705 
  RGDP does not Granger Cause CREDIT  12.9571  0.00014 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:19 
Sample: 1981 2012 
Lags: 3 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 29  0.03156  0.99224 
  RGDP does not Granger Cause CREDIT  6.66673  0.00227 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:20 
Sample: 1981 2012 
Lags: 4 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 28  0.14226  0.96423 
  RGDP does not Granger Cause CREDIT  12.6412  3.5E-05 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:21 
Sample: 1981 2012 
Lags: 5 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 27  0.33964  0.88139 
  RGDP does not Granger Cause CREDIT  12.8855  3.9E-05 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:22 
Sample: 1981 2012 
Lags: 6 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 26  0.35938  0.89178 
  RGDP does not Granger Cause CREDIT  3.98876  0.01743 
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Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:23 
Sample: 1981 2012 
Lags: 7 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 25  11.1255  0.00052 
  RGDP does not Granger Cause CREDIT  4.50352  0.01634 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:24 
Sample: 1981 2012 
Lags: 8 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDITL does not Granger Cause RGDP 24  14.1414  0.00111 
  RGDP does not Granger Cause CREDIT  10.5029  0.00281 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:25 
Sample: 1981 2012 
Lags: 9 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 23  12.5533  0.01335 
  RGDP does not Granger Cause CREDIT  7.03667  0.03795 

 

Pairwise Granger Causality Tests 
Date: 03/05/14   Time: 18:25 
Sample: 1981 2012 
Lags: 10 

  Null Hypothesis: Obs F-Statistic Probability 

  CREDIT does not Granger Cause RGDP 22  9305.02  0.00807 
  RGDP does not Granger Cause CREDIT  13.3415  0.21017 
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