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Abstract. International remittances have emerged as an indispensable financial resource for development.
However, despite remittances’ growing relevance in overall foreign financial flows in Nigeria, the consumption-
oriented nature of the economy of the country presents an intriguing opportunity to consider the connection
between foreign remittances and inflation within the country. This study investigates the influence of foreign
remittances on inflation in Nigeria from 1990 to 2021. The autoregressive distributed lag technique was employed
to scrutinize the long-term behavior of inflation and remittances. The empirical findings indicate that foreign
remittances exhibit a negative and statistically insignificant correlation with inflation in Nigeria. The money
supply has a satisfactory impact on inflation and is statistically substantial. According to statistical analysis,
the exchange rate and economic growth have a negative correlation with inflation, while the exchange rate of the
national currency remains stable. Additionally, economic growth has a significant impact on inflation, whereas
no correlation has been found between remittances and inflation in the short run. The study argues that in order
to ensure price stability, it is important to establish and maintain a mechanism that effectively controls the
growth of the money supply and aligns it with economic development goals. This mechanism should promote
interaction between financial and fiscal authorities to establish a coherent structure that adjusts monetary
policy based on government spending, stimulates sustainable economic growth to reduce inflation, and
encourages the creation of jobs and production zones to accelerate economic growth. This may lower inflation
by increasing the supply of goods and services. It is necessary to support these efforts by regularly monitoring
exchange rate changes and their implications for inflation. Nigeria can maintain economic stability and low
inflation by balancing domestic and foreign financial flows.
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Аннотация. Денежные переводы из-за границы стали необходимым финансовым ресурсом для эконо-
мического развития стран. Однако, несмотря на растущую значимость денежных переводов в общих иност-
ранных финансовых потоках в Нигерии, экономика страны является ориентированной на потребление и
объем денежных переводов позволяет проанализировать зависимость между иностранными переводами и
инфляцией внутри страны. Данное исследование изучает влияние переводов из-за рубежа на инфляцию в
Нигерии с 1990 по 2021 год. Для изучения долгосрочного взаимодействия инфляции и денежных переводов
был использован метод авторегрессии с распределенным лагом. Эмпирическое исследование свидетель-
ствует о том, что иностранные переводы имеют обратную и статистически незначительную корреляцию с
инфляцией в Нигерии. Предложение денег влияет на инфляцию и модель является статистически значимой.
Статистический анализ показывает, что курс обмена и экономический рост имеют отрицательную корреля-
цию с инфляцией, пока курс национальной валюты меняется незначительно. В то время как экономический
рост значительно влияет на инфляцию, корреляции между денежными переводами и инфляцией в краткос-
рочном периоде не наблюдается. В статье утверждается, что для обеспечения ценовой стабильности, важно
установить и поддерживать механизм, который эффективно контролирует рост денежного предложения,
«выравнивает» его с целями экономического развития. Также данный механизм должен способствовать
взаимодействию между финансовыми и налоговыми органами управления для того, чтобы создать целост-
ную структуру, которая будет корректировать денежную политику в зависимости от государственных расхо-
дов, будет стимулировать устойчивый экономический рост и снижения инфляции, способствовать инвести-
циям в создание рабочих мест, производственных зон для ускорения экономического роста. Данные меры
могут снизить инфляцию, увеличивая предложение товаров и услуг. Также необходимо поддерживать эти
усилия посредством регулярного мониторинга обменного курса валют и его влияния на инфляцию. Нигерия
может поддерживать экономическую стабильность и низкую инфляцию посредством баланса национальных
и иностранных финансовых потоков.

Ключевые слова: денежные переводы, инфляция, экономический рост, денежная масса, авторегрес-
сия с распределенным лагом.
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Introduction

Foreign remittances play a pivotal role in
driving the economic progress of developing
nations [Rahman et al., 2019]. Africa is the
leading contributor to the global stream of

workers’ remittances [World Bank ... , 2019].
The increasing potential presented by the African
diaspora has resulted in significant economic
prospects, both inside and outside the borders of
Africa. Nigeria, being the most populous nation
on the African continent, has encountered a
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substantial prevalence of poverty, which is
notably severe. Approximately 62% of the
country’s population resides in conditions
characterized by extreme poverty.  When
individuals experience low living standards and
limited prospects for advancement, they often
opt to emigrate from their country of residence
in pursuit of more favorable prospects [Castelli,
2018]. Individuals who migrate transfer financial
resources from their destination country back to
their country of origin. Remittances are money
transfers made by migrants overseas and
remitted to people in their home country [Seddon
et al., 2002]. Based on the findings of the World
Bank (2015), 0.6% of Nigerians migrated from
Nigeria in 2015. In the year 2022, Nigeria saw
remittance inflows amounting to around US$21
billion, which accounted for 0.4% of the country’s
gross domestic product (here and after – GDP).
The Nigerian Diaspora community has
contributed a total remittance of $168.33 billion
to the nation over the last eight years [World
Bank ... , 2022].

Clearly, as a result, remittances to Nigeria
serve as a substantial contributor to the country’s
foreign currency reserves. The potential for
remittances to stimulate economic growth can be
realized through a range of macroeconomic and
microeconomic mechanisms [Dao et al., 2018].
For instance, the existence of foreign exchange
reserves resulting from remittances not only
mitigates current account deficits and reliance on
external debt but also facilitates countries’
recovery from the impacts of unfavorable global
events such as oil price shocks, the COVID-19
outbreak, and financial crises [Chowdhury et al.,
2021]. Furthermore, whether remitted funds are
allocated towards consumption or investment,
they have a significant influence on economic
progress. At the microeconomic level, remittances
play a crucial role in assisting households in
alleviating poverty and enhancing income
distribution in favor of those who are economically
disadvantaged [Howell, 2017; Vacaflores, 2018].
Remittances have helped developing countries
diversify their economies by reflecting and
supplying their capital outsourcing policies
[Adekunle et al., 2020; Enderwick et al., 2011],
alleviate credit limitations by increasing the amount
of domestic capital necessary for investments and
savings [Dash, 2020; Delgado-Wise, 2016],

mitigate poverty through dependency, and many
other influential means [Kumar, 2019; Azam et
al., 2016; Brown et al., 2014; Masron et al., 2018].
The alleviation of credit and liquidity constraints
has the potential to increase both household
consumption and investment levels. Remittances
serve as a means of self-insurance for recipient
households during periods of uncertainty.

In recent times, inflation has been a
prominent issue for Nigerians, notably in 2018.
During this period, the nation saw a notable
increase in prices, with inflation jumping at a rate
of over 12%, marking the highest rate in a
decade. This surge was mostly attributed to the
rise in food costs. However, in 2015, Nigeria was
identified as the world’s third fastest-growing
economy, exhibiting an estimated growth rate of
7%. This ranking placed Nigeria behind Qatar,
which experienced a rate of growth of 7.1%, and
China, which recorded a rate of growth of
7.3% [He et al., 2015]. Afterward, the financial
system in Nigeria experienced various instances
of crises [Mordi, 2010]. Apart from the recently
redesigned currency, as asserted by the Central
Bank of Nigeria (CBN), purported to address the
issue of money laundering before the recently
concluded 2023 general election, facilitate the
transition of the West African nation towards a
cashless economy, and combat the prevailing
inflation rate of 21%, which stands as the highest
in the past 17 years, the tremendous influence of
this phenomenon on the economy precipitated the
occurrence of the financial crisis.

Nevertheless, it is essential to acknowledge
the detrimental effects that remittances may have
on the economy. Remittances may cause Dutch
disease [Acosta et al., 2009], diminished work
incentive and moral hazard [Ngoma, Ismail,
2013], and environmental pollution [Islam, 2022].
Remittances contribute to the valuation of the
native currency by augmenting the availability
of foreign currencies,  so diminishing the
competitiveness of the traded goods industry has
resulted in a state of economic stagnation
[Mawutor et al., 2023; Javaid, 2017].

Significantly, the inflationary pressures may
be influenced by the aggregate demand resulting
from remittances. Remittances have the potential
to augment the money supply and stimulate the
consumption of goods and services. Demand-pull
inflation is a phenomenon characterized by an
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escalation of prices due to a rise in demand
[Machlup, 1960; Nisar et al., 2013]. Nevertheless,
due to the adverse impact it has on the economy,
stabilization efforts have historically focused on
addressing inflation. The escalation of business
expenses serves as a deterrent to the accumulation
of savings and investments. The act of consumption
experiences a decline, resulting in a decrease in
purchasing power for those with low incomes and
those reliant on fixed incomes. The influence of
remittances on inflation, which runs against the
objective of maintaining price stability, has
necessitated a deeper examination of their
relationship in Nigeria. This urgency is heightened
by the country’s elevated inflation levels and the
critical role played by remittances.

Theoretical explanations suggest that
international remittances might potentially
contribute to inflation either by stimulating local
demand or by expanding the money supply.
Foreign remittances, conversely, can have a
deflationary impact by increasing the supply of
products or services, given that remittances are
allocated towards productive sectors.
Nevertheless, the current state of affairs in
Nigeria remains an unresolved inquiry that needs
more investigation. Based on the available
literature, no prior research related to this study
has been identified. However, other countries have
conducted research on this topic. Therefore, this
study aims to address this gap in knowledge.
The auto regressive distributed lag (here and
after – ARDL) bound estimation methods were
utilized in this work to investigate the presence of
cointegration between remittances, inflation,
exchange rate, money supply, and growth in the
Nigerian economy. This research aims to provide
an accurate assessment of the dynamic linkages
between remittances and inflation in Nigeria and
to provide valuable insights to the academic
community and policymakers. The study will help
policymakers in the developing African economy
formulate future policies and make informed
decisions on the current economic issue of
inflation. The subsequent portion of the research
is structured as follows: Section 2 provides an
overview of the existing literature; Section 3
outlines the materials and techniques; Section 4
centers on the presentation and analysis of data;
and Section 5 serves as the concluding section of
the study.

Literature review

Numerous studies have extensively explored
the influence of remittances on inflation worldwide,
in direct correlation with this phenomenon. An
increasing number of academic studies are being
conducted on this topic across international
boundaries. For instance, Nisar analyzes the effects
of remittances on inflation, specifically focusing on
its several categories, including textile inflation,
footwear inflation, food inflation, and housing and
construction inflation [Nisar, 2013]. The
formulation of a set of four vectors was undertaken
to comprehensively capture the factors of overall
inflation as well as its many categories, with a
specific emphasis on the influence of remittances.
The research used the Johansen [Johansen, 1990]
and Johansen and Juselius [Johansen et al., 1990]
to examine the presence of a long-term association
with regard to remittances and inflation. The vector
error correction approach is used to assess the
magnitude and path of the association between
variables and to assess the stability of models. The
discoveries revealed that there is a single
cointegrated vector present in all equations.
Furthermore, it has been seen that remittances, real
per capita income, and the money supply have a
favorable influence on inflation and its many
classifications. The findings indicate that
remittances have a greater impact on food inflation
compared to other inflation categories, whereas
construction and housing inflation are least affected
by remittances. The budget deficit has a crucial
role in mitigating inflation, particularly in the
footwear and textile sectors. In contrast, trade
openness is efficacious in diminishing various forms
of inflation to an equal extent and level of potency.
In the same vein, research was conducted Rivera
and Tullao [Rivera et al., 2020] considering the
relationship between inflation and money transfers
sent to the Philippines. The findings indicate that
an upsurge in inflation might lead to an increase in
the number of remittances sent by migrant relatives
in the near term. Research has shown that
remittances do not always contribute to inflation.
Other internal elements of greater prominence may
potentially induce inflationary pressures.

Azer Dilanchiev, Aligul Aghayev, and
Md. Hasanur Rahman examine the effects of
remittance inflows on the inflation rate in Georgia,
employing quarterly data from 2000 to 2018
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[Dilanchiev et al., 2021]. The findings of the study
indicate that all explanatory factors exert an
influence on the long-term inflation rate.
Specifically, there is a positive correlation between
the leading regressor variable, remittance, and
long-term inflation. However, no significant
relationship is seen in the short term between
inflation and remittance. The study determined
that the yearly adjustment level of inflation to its
equilibrium is 12%.

Narayan analyzes the factors that influence
inflation in the short-term and long-term periods
for a sample of 54 evolving nations [Narayan
et al., 2011]. The analysis is conducted using a
panel dataset covering the years 1995 to 2004.
This research aims to analyze the effects of
remittances and institutional factors on inflation.
The use of the Arellano and Bond panel dynamic
estimator, as well as the Arellano and Bover and
the Blundell and Bond system generalized
technique of moments estimator, reveals empirical
data suggesting that remittances in developing
countries have a helpful association with inflation.
The impact of remittances on inflation becomes
increasingly significant over an extended period.
Furthermore, it is seen that features such as debt,
current account deficits, the agriculture sector,
openness, and the short-term U.S. interest rate
have a favorable impact on inflation. Furthermore,
it has been determined that enhancements in
democratic governance have a mitigating effect
on inflation.

Abdul-Mumuni and Quaidoo discovered a
substantial long-term bearing of foreign
remittances on inflation by investigating the
relationship between inflation and international
remittances in Ghana between 1979 and
2013 [Abdul-Mumuni et al., 2016]. This was
achieved by introducing remittances as an
exogenous variable into the conventional inflation
function. The research utilizes the limits testing
technique and finds empirical evidence suggesting
that foreign remittances have a statistically
noteworthy impact on inflation over the long term.
Nevertheless, in the immediate term, there is no
discernible correlation between these two factors.

Important [Manzoor et al., 2013] scrutinize
the influence of international remittances on
inflation in Pakistan within the time frame of 1980
to 2012. The present research used the Johansen
cointegration approach to examine the long-term

behavior of inflation. Additionally, the study utilizes
the vector error correction model to assess the
short-term dynamics. The findings indicate that
overseas remittances have a substantial and
favorable influence on inflation [Olubiyi, 2014].
They observed a causal association between
remittances and three economic indicators: GDP,
exports, and imports. Using a vector error
correction model and the Granger causality
approach, it was shown that imports and
remittances had a strong Granger causal effect
on GDP in the near term, based on data collected
from 1980 to 2012. Additionally, it is worth noting
that there were reverse causal relationships from
GDP to both exports and imports. This suggests
that the export-led growth hypothesis is applicable
in the context of Nigeria.  Moreover, a
unidirectional causal relationship was observed,
indicating that remittances have a substantial
influence on GDP and are hence relevant for
fostering economic development. However, given
that the impact mostly originated from the demand
side, it has the potential to generate inflationary
pressures.

Laniran and Adeniyi analyze the features
that influence the inflow of remittances to
Nigeria [Laniranet al., 2015]. The study conducted
econometric model testing on key macroeconomic
factors that have the theoretical ability to influence
the volume of remittances received. Time series
data from 1980 to 2013 was used, and the findings
suggest that the amount of remittances received
is mostly affected by portfolio considerations
rather than other macroeconomic variables.

Method

Data

This study utilizes annual time series data from
1990 to 2021 in Nigeria. The choice to focus on
Nigeria for this research is driven by the aim of
capturing the most densely populated black country
in Africa. It is worth noting that Nigeria also boasts
the continent’s biggest economy. Furthermore,
Nigeria was chosen due to the availability of reliable
and accessible data. The Consumer Price Index
(here and after – CPI), utilized by Gallagher and
Taylor [Gallagher et al., 2002], evaluates inflation
levels. Measuring the money supply relative to
GDP is achieved by examining broad money,
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denoted as M2, as detailed in [Gatawa et al., 2017].
Remittances are measured by personal remittances
received (% of GDP) denoted by REM, as in
[Meyer et al., 2017].

GDP per capita growth (% per year) denoted
by RGDP was estimated for economic growth in
the country, using [Kaidi et al., 2019], [Nasir et al.,
2019], and [Steenblik et al., 2012] as references.
Money supply (M2) and exchange rate (EXCH)
were used as control variables. Data on inflation
and exchange rates were converted into natural
logarithms to attain stationarity in variance. Table 1
contains the descriptions and sources of the
variables evaluated in the study.

Model

The model for the influence of remittances
on inflation is as stated:

CPI = F(REM, M2, EXCH, GDP) (1)

where GDP is the gross domestic product (a proxy for
economic growth), inflation is measured by the CPI,
β0 is the constant term, β1, ..., β4 are the coefficients of
the model, and εt1 represents the error term. M2
represents money supply, REM represents remittances,
GDP is the GDP per capita growth rate (%), and EXCH
is the exchange rate.

The utilized empirical strategy involves the
estimation of the baseline equation through the
autoregressive distributed lag (here and after –
ARDL) method. ARDL models have been
extensively used in the field of econometrics for
a considerable period. However, their utilization
has seen a surge in popularity in recent years,
mostly due to their efficacy in analyzing and
cointegrating connections. Two important
contributions in this regard are [Pesaran et al.,
2001] and [Pesaran et al., 1998]. The authors
contend that ARDL models possess distinct
advantages due to their capacity to effectively

address cointegration while exhibiting resilience
against any inaccuracies in the definition of
integration orders for pertinent variables. The
dynamic relationship is specified as

CPIt = β0 + β1REMt + β2Mt +
+β3EXCH + β4GDPt + εt1 (2)

Empirical strategy

The study aimed to account for the dynamic
connections between inflation and remittances
in Nigeria. The data were analyzed using
descriptive statistics to effectively display,
describe, and summarize the information.
Furthermore, the research aimed to assess the
normality of the data by assessing their means
and Jarque-Bera values. The aforementioned
citation by [Gujarati et al., 2009] is presented.
We proceed with the estimation of the unit root
test to determine the stationarity of the variables.
The Augmented Dickey-Fuller (ADF) and Philip
Perron Tests were utilized to conduct a
stationarity analysis. The unit root test for time
series relies on estimations of:

tk–t
(k)
i

k
1kt1–tit εΔyθδnyαΔY i   

T......1,2tN,.......1,2,)θidN(0,~ε 2
εt  (3)

The variable yt represents the observed y
value for N entities over T periods, while the
operator  denotes the difference. The unit root
test entails the formulation of a null hypothesis,
denoted as H_0 : _i=0 i, and an alternative
hypothesis, denoted as

H_A : _i=<0 i.

Subsequently, we undertake the ARDL
estimation technique to incorporate the variables’
cointegration.

Table 1. Description of variables
Abbreviation Description Source 

CPI Inflation World Development Indicator 
M2 Money supply World Development Indicator 

REM Remittances World Development Indicator 
EXCH Exchange Rate World Development Indicator 
GDP Economic growth World Development Indicator 

 Source. Authors’ Compilations, 2023.
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Result and discussion

Descriptive statistics

Table 2 shows the outcomes of the descriptive
statistics analysis. The findings show that all of the
variables’ mean and median values are within the
bounds of their lowest and maximum values. This
implies that for each of the variables, namely,
inflation, remittances, money supply, exchange rate,
and economic growth, there is a strong likelihood
of a normal distribution. Based on the Jarque-Bera
statistics, it can be inferred that the series conforms
to a normal distribution. This is supported by the
lack of statistical significance at the 5% level for
all series’ p-values. Consequently, this indicates the
validation of the alternative hypothesis positing that
every variable conforms to a normal distribution.

A correlation matrix was computed to assess
the presence of multicollinearity among the
predictor variables (inflation, money supply,
remittances,  exchange rate and economic
growth). Table 3 lists the correlation matrices.
The analysis indicates that there is no link
between the variables, thereby rendering the
outcomes highly dependable.

Table 3 presents the outcome of the
correlation matrix, which indicates that the
variables exhibit positive correlation coefficients.

We can conclude that there is no multicollinearity
among the variables on the basis of the fact that
the correlation coefficient is less than 0.95 as
per [Baltagi et al., 2015; Wooldridge, 2007].
The correlation between money supply and inflation
was positive, with a coefficient of 0.738.
Remittances are positively correlated with inflation
(0.705), the exchange rate is positively correlated
with inflation (0.343), and GDP per capita is
positively linked with inflation (0.027).

The results of the ADF and PP confirmatory
tests are presented in Table 4.

The results show that the variables exhibit
stationarity at the first difference, except for the
inflation and economic growth variables, which
only demonstrate stationarity at the level and first
difference. The empirical results revealed both
the nonstationary characteristics of the variables
and the covariance structure of the analyzed
dataset. We employ an ARDL model to estimate
the association between the variables of interest.
The selection of the estimation strategy is crucial
in this study, as it aligns with the observed patterns
in the data.

The determination of an appropriate lag
length for each of the underlying variables in the
ARDL model is of utmost importance in order to
ensure the presence of Gaussian error terms.
The determination of the most suitable lag duration

Table 2. Descriptive satistics
Variables/Stat. CPI M2 PREM EXC GDP 

 Mean  3.909952  17.93508  3.370600  4.609198  4.320114 
 Median  4.156723  15.84434  3.819301  4.607684  4.430627 
 Maximum  5.870133  27.37879  8.333830  5.609506  15.32916 
 Minimum  0.881225  9.063329  0.018522  3.907539 -2.035119 
 Std. Dev.  1.357786  6.071568  2.349521  0.384134  4.017196 
 Skewness -0.681180  0.082702  0.179289  0.700699  0.435426 
 Kurtosis  2.723739  1.374326  1.880561  3.661978  3.286568 
 Jarque-Bera  2.576457  3.560233  1.842295  3.202845  1.120671 
 Probability  0.275759  0.168619  0.398062  0.201610  0.571017 
 Observations  32  32  32  32  32 

Source. Authors’ Compilation, 2023. Test of Multicollinearity.

Table 3. Correlation matrix
Variables CPI M2 REM EXCH GDP 
LCPI 1     
M2 0.738 1    
REM 0.705 0.602 1   
EXCH 0.343 0.029 0.014 1  
RGDP 0.027 0.165 0.005 0.194 1 
 

Source. Authors’ Compilations, 2023.
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is accomplished by using Schwartz information
criteria. This involves obtaining the lag length value
that minimizes the information criter ion,
specifically the Schwartz criterion (SC), while
ensuring that the model does not exhibit
autocorrelation. The optimal lag lengths are
presented in Table 5. The optimal lag length can
be determined by examining the results presented
in Table 5, which indicate that a lag length of one
minimizes the SC. After determining the optimal
lag length, we conduct a test to establish the
existence of a long-term relationship between the
variables.

Bounds test

This study employs the bound-testing
procedure proposed by M.H. Pesaran [Pesaran
et al., 2001] to inspect the existence of long-term
relationships among the variables. The F-test is
utilized to assess the assumption of the absence
of co-movement among the variables in comparison
to the hypothesis of its presence, which is
represented as H0: 1 = 2 = 3 = 4 = 5 = 6 = 0,
i.e., there is no cointegration among the variables.

H1: 1  2  3  4  5  6  0, that is,
there is cointegration among the variables.

By looking at Table 6, we recommend
comparing the F-statistic with Pesaran’s critical
value at typical significance levels. According to
Narayan’s (2005) observations, Pesaran’s critical
values [Pesaran et al., 2001] do not apply to small
sample sizes. This is because these values are
based on the assumption of the availability of large
sample sizes. Narayan (2005) presented a
collection of crucial values for sample sizes, which
varied from 30 to 80 observations. The observed
values fall within the intervals of 2.2–3.09 for a
significance level of 10%, 2.56–3.49 for a
significance level of 5%, and 3.29–4.37 for a
significance level of 1%. The null hypothesis was
accepted based on an F-statistic of 12.16470,
which exceeded both the lower- and upper-bound
critical values. This leads to the conclusion that
there is a long-term co-movement among all
variables in the model in Nigeria.

Table 7 shows that the explanatory variables
of the model account for 88.18% of the variation
in the dependent variable over an extended period.
The remaining 11.82% of the variation was
because of factors outside the model. At a 5%
significance level, the F-statistic (51.89) confirmed
the statistical significance of the model. The
Durbin-Watson statistic (2.194), which is not within

Table 4. Unit root test
Variables Intercept Trend & intercept Intercept Trend & Intercept 
 ADF                    PP ADF                    PP ADF                 PP ADF                  PP 
LCPI -3.874**    -2.975** -7.256**       -2.934 -2.041          -2.305 -2.464            -2.824 
M2 -1.088          -0.900 -2.209        -1.897 -4.486**   -6.012** -4.414**    -6.030** 
REM -2.117            -2.031 -2.436          -2.510 -5.793**   -7.241** -5.760**    -8.086** 
EXCH -2.365           -2.560 -2.378        -2.600 -4.836**   -4.805** -4.763**    -4.726** 
GDP -3.683**    -3.809** -3.597**   -3.732** -9.338** -19.557** -9.119**  -20.784** 
 

Source. Authors’ Compilation, 2023. Lag Selection Criteria.

Table 5. Lag length selection
Lag Length SC 

0 18.95382 
1  12.64716* 
2   12.91940 
 Source. Authors’ Compilation, 2023.

Table 6. Bound test result
F-Statistics 1% 5% 10% 

 12.16470 Lower 
bound 

Upper 
bound 

Lower 
bound 

Upper 
bound 

Lower 
bound 

Upper 
bound 

3.29 4.37 2.56 3.49 2.2 3.09 
 Source. Authors’ Compilation, 2023.
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the established range of 1.5–2.5, shows that the
model had a positive serial correlation issue
[Dufour et al., 1985; Durbin, 1960].

The findings suggest that over an extended
period, the money supply has a favorable impact
and is statistically substantial at a 5% level of
significance. This suggests that an increase in
money by a certain percentage will result in a
corresponding 0.097 percent increase in inflation
in Nigeria. Furthermore, the remittances exhibit an
adverse and statistically insignificant correlation at
the 5% level. The aforementioned statement
suggests that a rise in remittances by a certain
percentage will lead to a reduction of 0.001 percent
in inflation within the Nigerian economy.
The statistical analysis reveals that both the
exchange rate and economic growth exhibit a
negative correlation with inflation, but while the
exchange rate is insignificant, economic growth has
significant effects at a 5% level of significance.

Table 8 shows how inflation, remittances, money
supply, economic growth, and exchange rate relate to
each other in Nigeria in the short term. Money supply
and inflation have a negative relationship in the short
run at a 10% level of significance.

In Nigeria, the exchange rate and inflation
have a negative relationship, although it is not
significant at a significance level of 5%. This

suggests that a rise in economic growth will reduce
inflation by 0.06 percent. Again, the coefficient
of the error correction term exhibits a negative
and is found to be statistically substantial at 5%.
This proposes that the disequilibrium within the
economic system in Nigeria would be restored to
an equilibrium level of -0.0621% (-6.21). This
further implies that there is one-way Granger
causality among the variables of interest in
Nigeria.

The results depicted in Figure, a demonstrate
that the CUSUM line falls within the critical
bounds of the 5% level of significance, suggesting
that the model exhibits structural stability.
In addition, Figure, b displays that the CUSUM
of Squares line falls within the critical bounds of
5 percent significance, suggesting that the model
exhibits structural stability.

Conclusion and implications

The relationship between remittances and
economic growth, the determinant of remittances
has been discussed along various dimensions in
Nigeria, but the implication of remittances on
inflation remains grossly understudied. This study
employed an Autoregressive Distributed Lag
estimation procedure to estimate the cointegration

Table 7. ARDL Long-Run Estimate on the relationship between Remittances and Inflation in
Nigeria. Dependent variable: CPI

Variable Coefficient Std. Error t-Statistic Prob. 
M2 0.097795 0.033325 2.934539 0.0079 
REM -0.001037 0.096377 -0.010757 0.9915 
EXC -1.307639 0.849653 -1.539027 0.1387 
GDP -0.156576 0.072115 -2.171210 0.0415 
C 10.72819 4.787533 2.240860 0.0360 
R-squared 0.894046    
Adjusted R-squared 0.881820    
Durbin-Watson stat 2.194393    
F-statistic(Prob) 51.89    
 

Source. Authors’ Compilation, 2023.

Table 8. ARDL Short-Run Estimates on the relationship between Remittances and Inflation in
Nigeria. Dependent variable: CPI

Variable Coefficient Std. Error t-Statistic Prob. 
D(LCPI(-1)) 0.310530 0.075399 4.118462 0.0005 
D(M2) -0.006190 0.003336 -1.855446 0.0776 
D(LEXCH) 0.019173 0.028314 0.677140 0.5057 
CointEq(-1)* -0.062138 0.006537 -9.506120 0.0000 

Source. Authors’ Compilation, 2023.
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among variables; data were sourced from World
Development Indicator (World Bank) for the
period from 1991 to 2021.

The remittances exhibit an adverse and
statistically insignificant correlation with inflation
at the 5% level. The aforementioned statement
suggests that a rise in remittances by a certain
percentage will lead to a reduction of
0.001 percent in inflation within the Nigerian
economy. The statistical analysis reveals that both
the exchange rate and economic growth exhibit a
negative correlation with inflation, but while the
exchange rate is insignificant, economic growth
has significant effects at a 5% level of significance.
The remittances-inflation nexus result was related
to the findings from [Rivera et al., 2020].

The statistical analysis also reveals that both
the exchange rate and economic growth exhibit a
negative correlation with inflation, but while the
exchange rate is insignificant, economic growth
has significant effects at a 5% level of significance.

This information can be useful for
policymakers as a factor contributing to the
converse link between remittances and inflation,
which may be the ability of remittances to
circumvent conventional banking systems and flow
via informal channels. Policymakers need to
accord high priority to financial literacy initiatives
aimed at educating both migrants and receivers
on the significance of using legitimate financial
channels. Directing remittances via regulated
financial institutions, such as banks or digital
payment platforms, may minimize the potential
adverse effects of uncontrolled liquidity injection

into the economy, decreasing the likelihood of
inflation. To enhance the potential benefits of
remittances for economic stability, it is also
advisable for policymakers to promote the
allocation of remittance money towards productive
investments rather than immediate consumption
among receivers. The provision of incentives might
accomplish the aim of encouraging investment in
several areas, including but not limited to small
and medium-sized enterprises (SMEs), education,
healthcare, and infrastructure. Diversification of
investment portfolios serves to mitigate the
vulnerability of the economy to inflationary
pressures that may occur as a result of excessive
spending.

The findings underscore the necessity for
additional investigation to comprehend the
fundamental factors that contribute to the
unanticipated adverse correlation between
remittances and inflation. Subsequent research
helps investigate the underlying mechanisms
involved, considering variables such as the caliber
of institutions, regulatory measures in the financial
sector, and the impact of specific industries on
both remittances and inflation. The conduct of
further research can furnish policymakers with
significant insights and aid in developing a more
nuanced comprehension of the correlation
between remittances and inflation in Nigeria.

It is essential to emphasize the enhancement
of domestic monetary management, as empirical
evidence has shown its substantial impact on
inflationary dynamics. To ensure price stability, it
is necessary to establish and enforce mechanisms
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that effectively govern the increase of the money
supply in alignment with economic development
objectives. It is crucial to foster coordination
between monetary authorities to establish a
cohesive framework that aligns monetary policy
with government expenditures.

The potential for sustainable economic
development can also be a mechanism to mitigate
inflation. The aim is to encourage investment in
industries that foster employment generation and
efficiency, thus bolstering total economic
production. Expanding the supply of products and
services has the potential to mitigate inflationary
pressures. To enhance these endeavors, it is
important to monitor currency rate fluctuations
regularly, considering their intricate effects on
inflation. Nigeria has the potential to cultivate a
stable economic environment characterized by
controlled inflation by implementing a well-
rounded strategy that considers both internal and
global issues.

The enhancement of remittance inflows may
be facilitated by using official channels and
ensuring the preservation of macroeconomic and
financial stability. These factors are crucial
prerequisites for the effective implementation of
remittance-related policies, particularly when
inflation is well managed. The substantial
percentage of remittances that are sent via
unofficial channels necessitates immediate
measures to enhance the attractiveness of official
channels in terms of efficacy, security,
affordability, and confidentiality.
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