


The Impact of Exchange Rates and Inflation on Agricultural Output: Compelling Evidence from Nigeria

Abstract
Nigeria’s agricultural subsectors are highly sensitive to macroeconomic instability, yet there is limited research examining how exchange rate fluctuations and inflation affect each subsector individually. This study examined the effects of exchange rate and inflation on agricultural output in Nigeria between 1981 and 2022. The data for the study were obtained from the Central Bank of Nigeria Statistical Bulletin (2022) and analyzed using the Fully Modified Ordinary Least Squares (FMOLS) estimation. Empirical results revealed that inflation had a direct and statistically significant effect on crop, livestock, and fishery output. Specifically, a 1 percent increase in consumer prices raises crop output by 6 percent, livestock output by 9 percent, and fishery output by 6 percent, while its effect on forestry output was insignificant. The result also shows that a 10 percent increase in exchange rate reduced crop output by about 5 percent. Interest rates also inversely affected forestry output, though their impact on other subsectors is weak and mostly insignificant. The findings show the sensitivity of Nigeria’s agricultural sector to macroeconomic instability, particularly exchange rate volatility. Based on these results, the study recommends stabilizing the naira through effective exchange rate management, providing targeted support to farmers to cushion the effects of inflation, and ensuring access to affordable credit for agricultural producers. 
1.1 Introduction
The agricultural sector is one of the major sources of revenue in Nigeria contributing to its development through production of goods, foreign exchange through exports. Agriculture is necessary for the sustenance of manufacturing industries through adequate supply of raw material, food and shelters for the smallholder’s farmers. However the achievement of the this sector cannot be without the contribution of some key macroeconomic factors in the country as such, fluctuations in some fiscal, financial and monetary policy variables among others are likely affect the level of economic growth in the country and this will have a direct consequent on the overall output of the sector.

Monetary policy influences food production and prices in several ways, including through the management of inflation, changes to interest rates, stability of currency rates, and the availability of credit (Rivai, 2022).
Exchange rate volatility, which is influenced by monetary policy, has a direct impact on agricultural production in Nigeria because the country relies substantially on imported inputs such as fertilisers, equipment, and pesticides (Ajayi & Ogunmola, 2022). As a result of Naira’s depreciation, imports have grown more expensive, driving up farmers’ output costs. Farmers’ diminished ability to maintain productivity and forced output cutbacks due to these elevated input prices further affect the supply of food commodities.
One of the fundamental objectives of central monetary authorities such as the Central Bank of Nigeria (CBN) is to manage inflation, ensure price stability and maintain a strong exchange rate.

The relationship between exchange rate and inflation is crucial, especially in emerging economies. In such economies, exchange rate fluctuations can have a significant impact on the general price level (Musa, 2020). 
To say that agriculture is the lifeblood of any economy would be an understatement. Over the last four decades, the agricultural sector has made substantial contributions to Nigeria's economic growth through products production, foreign exchange profits, and exports. According to available statistics, agriculture is the most important Nigerian economic sector and will continue to be the largest sector in 2020, contributing an average of 24 percent to the nation's GDP and employing approximately 35% of the population, including approximately 80% of the rural population (World Bank). Despite the importance of the agricultural sector to Nigeria's economic growth, agricultural output has recently been unimpressive, owing in part to high levels of inflation and exchange volatility in Nigeria.

As a result, the low level of agricultural output such as food production has resulted in some unanticipated macroeconomic consequences. For instance, food prices have risen to unthinkable levels, forcing the nation to import food. With this development, Nigerians can no longer meet their nutritional needs as almost half of the population are now living below the $2 daily international poverty line while the unemployment rate also peaked at 33.30% in the fourth quarter (World Bank, 2020). The rate at which exchange rate and also prices of furniture which could have easily been gotten from forestry are sporadically going up is particularly alarming and there seems to be no relief in the shortest period of time. Consequently, this disturbing scenario has necessitated the following research questions: What effects do exchange rates and inflation have on Nigeria's livestock and grain production? To what extent have Nigeria's forestry and fisheries production been affected by inflation and the exchange rate?
The overall aim of the present study is to examine the effect of exchange rate and inflation rate on agricultural sector output in Nigeria. Specifically, the study will attempt to respectively investigate the effects of inflation and exchange rates on crop, livestock, and fishery and forestry production in Nigeria. It is instructive to note that several studies have been conducted on the effect of the exchange rate and inflation rate on agricultural output. However, majority of these studies focused on aggregate output and ignored the possibility of differences in the response of the components of agricultural output, which may necessitate differential policy response. The present study differs from these previous studies  as it investigate  the effect of exchange rate and inflation rate on the components of the agricultural sector output such as crop output, fishery, livestock and forestry output instead of the aggregated agricultural output . Following this introduction, the rest of the study divided into four sections. Section 2 is devoted for literature review while Section three focused on research methodology. Data presentation and analysis is the main thrust of Section four while Section five deals with conclusion and policy recommendations. 
2.    Literature Review
The link between Nigeria's agricultural output, inflation, and exchange rate is well-documented. Chukwuemeka and Ibekwe (2020), for example, examined how Nigeria's agricultural sector output between 1987 and 2019 was impacted by exchange rates. OLS, or Ordinary Least Square, was used in the study. While interest rates and inflation have a negative and negligible impact on agriculture sector output, the study indicated that the money supply and nominal exchange rate have a positive and large impact. 
Furthermore, Adisu (2019) studied at the way a few macroeconomic factors affected Ethiopia's agriculture sector's output between 1991 and 2017. The study used an error correction model (ECM) and the Autoregressive Distributed  bounds test technique. The study found a long-term correlation between macroeconomic factors and the output of the agriculture sector. According to the study, the impact of inflation and foreign direct investment on agricultural output is negligible. Moreover , by using a vector error correction model (VECM) and variance decomposition approaches, Obasaju and Baiyegunhi (2019) evaluated the short- and long-term relationships between macroeconomic policies and actual agricultural output in Nigeria. The Central Bank of Nigeria Statistical Bulletin and the National Bureau of Statistics were the sources of the data. The results of their investigation demonstrated that, over the long term, the two macroeconomic indicators that are statistically significant in explaining variance in real agricultural output are inflation and the money supply, with inflation having a larger effect on both. 
Onakoya et al. (2018) conducted a similar study with the primary goal of critically analyzing value addition in agriculture from 1970 to 2016 in both the short and long term. Data analysis was done using the Vector Error Correction Model (VECM) approach. In the long term, their findings demonstrated that the agricultural employment rate, inflation rate, and exchange rate were all significantly and positively correlated with the value added in agricultural output. 
Shakira (2018) evaluated the factors influencing agricultural productivity in Malawi by applying the Autoregressive Distributed Lag (ARDL) Model.Short-term, but not long-term, relationships were found to be significant in the study. 
Taiga and Ameji (2020) examined the connection between Nigeria's economic growth and agricultural exports between 1981 and 2017. Using the Ordinary Least Square (OLS) regression model, they discovered a robust and favorable relationship between agricultural exports and economic development. A long-term relationship between the variables under study was also demonstrated by the results of the Co-Integration test. Using the Vector Autoregressive (VAR) technique of analysis, Enilolobo et al. (2021) examined the effects of FDI and currency rates on agricultural productivity in Nigeria from 1986 to 2018 and discovered that both had a detrimental effect on agricultural output in Nigeria.
In another study, Wasiu and Ndukwe (2018) examined the potential asymmetry of real exchange rate dynamics' impact on Nigeria's agricultural output performance between 1981 and 2016. According to the model estimation result, the real rate of exchange (log-levels), real appreciation and depreciation (after some lags), industrial capacity utilization rate, and government spending on agriculture (after some lags) are the key factors influencing agricultural production. Agricultural output was positively and negligibly impacted by ACGSF loans.

Gatawa and Mahmud (2019) examined the immediate and long-term effects of exchange rate swings on Nigeria's agricultural export volume. The analysis approach employed was ARDL; the dependent variable was the volume of agricultural exports, while the independent variables were the official exchange rate, agricultural loans, and relative pricing of agricultural exports. The exchange rate volatility and other diagnostic tests were estimated using GARCH. According to the short-term findings, the official exchange rate and agricultural loans significantly increase agricultural export volumes, which in turn causes the dependent variable to expand. Conversely, the relative prices of agricultural exports significantly decrease agricultural export volumes, which also causes the dependent variable to contract. 
Furthermore, Dominic (2017) examined whether the exchange rate affected Nigeria's cocoa exports and found a positive correlation between cocoa exports and agricultural exports, but an inverse association with trade openness and global cocoa prices. The study came to the conclusion that Nigerian cocoa exports were impacted by a combination of agricultural export, exchange rate, trade openness, and cocoa world price. Charles and Fortune (2019) used ordinary least squares to analyze how exchange rate fluctuations affect the Nigerian economy. According to the study, 65 percent of the variance in Nigerian real gross domestic products may be explained by changes in the naira exchange rate relative to other currencies, with the remaining 35 percent of the estimation being attributable to outside factors that were not taken into account while creating the model. In addition, Mamuda et al. (2021) used ordinary least squares to study how the exchange rate affected economic growth between 1986 and 2019. The findings showed that while interest rates and inflation have a major negative impact on economic growth, exchange rates have a large beneficial impact. The author came to the conclusion that exchange rates encourage economic expansion. Therefore, it is advised that the government support export promotion strategies, provide a favorable environment, sufficient security, and efficient fiscal and monetary support in addition to infrastructure facilities to draw in foreign investors and maintain a surplus trade balance.
Utilizing an autoregressive distributed lag technique, Iheanachor et al. (2021) also investigated the impact of exchange rate fluctuations on Nigeria's economic performance. According to the authors' empirical findings, Nigeria's economic growth was significantly hampered over the long term by the currency rate, net direct foreign direct investments, and inflation rate. By gathering information from secondary sources, Adekunle and Ndukwe (2018) examine the potential asymmetric impact of real exchange rate changes on Nigeria's agricultural output performance from 1981 to 2016. Regardless of specifications, there was no long-term correlation between the real exchange rate and agricultural output, according to the Bounds test for cointegration.
The impact of government spending on agricultural output in Nigeria from 1981 to 2018 was empirically examined by Boniface, Bobola, and Olorunrinu (2020). Over a 37-year period, time series data on agricultural output, gross domestic product, agricultural government capital investment, and recurrent government spending on agriculture was obtained from the Central Bank of Nigeria's (CBN) statistical bulletin. The findings showed a favorable correlation between agricultural output and the federal government's capital and ongoing agricultural spending. 

Methodology
3.1     Theoretical Framework of the Study
This study's theoretical foundation is the Open Economy Macroeconomic Theory (Mundell–Fleming Model), which offers a cohesive account of how output, inflation, and exchange rates interact in an open economy. By including the external sector via the exchange rate, the Mundell-Fleming model expands the Keynesian IS-LM framework to an open economy. It describes how shifts in macroeconomic factors like price levels (inflation) and exchange rate fluctuations affect total output. Agricultural output is regarded in this analysis as a significant part of Nigeria's actual output.
The theory states that exchange rate fluctuations affect output through trade competitiveness and input costs. A depreciation of the domestic currency can increase the competitiveness of agricultural exports, potentially stimulating agricultural production. However, it can also increase the cost of imported agricultural inputs, contributing to inflationary pressures. Inflation, in turn, affects real income, production costs, and investment decisions within the agricultural sector, thereby influencing output. For a developing and import-dependent economy like Nigeria, these linkages are particularly strong in the agricultural sector. The theoretical relationship can be summarized as follows:
Exchange Rate → Inflationary Pressure → Agricultural Output
3.2     Model Specification.
The model used for this investigation is the adaption and modification of the work of Uchenna and James (2016). The model is stated thus:
        AOT = f (EXR, M2, ITR)							(1)
Where: 
AOT	= 	Agricultural Sector Output 
EXR	= 	Exchange Rate 
M2	= 	Money Supply 
ITR	= 	Interest Rate
However, in line with the objective proposed in this study, this model is modified as follows
       AOUT = f (INF, EXR, INT) 							(2)
Where:
AOUT	= 	Agricultural Sector Output
INF 	= 	Inflation Rate
EXR 	= 	Exchange rate
INT 	= 	Interest rate
Given that the Agricultural sector output consist of four subsector. That is, the crop production, livestock, fishery and forestry, equation (2) is decomposed into four linear stochastic equations:

Model 1: Crop Production Model
CROP =  + INF+ EXR+ INT+     					(3)
Where: 
CROP = Crop production
;  and   < 0
Model 2: Livestock Model
LIV =  + INF+ EXR+ INT+        				          (4)
Where: 
LIV = Livestock Production
;  and  < 0
Model 3: Forestry Output Model
FOR =  + INF+ EXR+ INT+     				          (5)
Where:
FOR = Forestry Output
, and  < 0
Model 4: Fishery Output Model
FISH =  + INF+ EXR+ INT+      				          (6)
Where: 
FISH = Fishery Output
,  and  < 0

3.4    Model Estimation Procedure
At the preliminary level, the study will employed the descriptive statistics to examine the descriptive properties of the variables used in the study. In addition, the Philip Perron test statistics and the Johansen cointegration test will be used to examine the stationarity and cointegrating status of the variable used. The model for the study is then estimated using the Fully Modified Ordinary Least Squares technique to check the long run effect of the explanatory variables on the Agricultural sector outputs. 
3.5   Data Description and Sources
The variables examined in this study include the real exchange rate, crop output, fishery output, and livestock output. The real exchange rate is measured as the nominal exchange rate adjusted by the relative Consumer Price Index (CPI) of Nigeria and the United States. This data is sourced from the Central Bank of Nigeria Statistical Bulletin (2022).Crop output is defined as the Gross Domestic Product (GDP) of the crop sub-sector within the agricultural sector, expressed at 1990 Constant Basic Prices. Similarly, fishery output represents the GDP of the fishery sub-sector, also measured at 1990 Constant Basic Prices. Livestock output follows the same pattern, capturing the GDP of the livestock sub-sector in agriculture at 1990 Constant Basic Prices. All these agricultural sub-sector data are obtained from the Central Bank of Nigeria Statistical Bulletin (2022).
DATA ANALYSIS AND DISCUSSIONS
4.1	Pre-estimation Technique.
4.1.1   Descriptive Statistics
In the bid to examine the relationship between inflation and agricultural output in Nigeria, this section begins by examining the descriptive statistics of the data series employed in the study. This include consumers price index, exchange rate, interest rate, livestock production output, crop production, forestry output and fishery output. The descriptive statistics of these variables are shown in Table 1




Table 1   Descriptive Statistics Table
	
	LNCROP
	LNLIV
	LNFOR
	LNFISH
	CPI
	EXR
	INT

	 Mean
	8.794
	6.553
	4.693
	5.085
	19.495
	123.686
	18.556

	 Median
	8.951
	6.465
	4.531
	5.111
	12.707
	123.193
	17.690

	 Maximum
	9.756
	7.129
	5.279
	5.956
	72.835
	425.980
	31.650

	 Minimum
	7.753
	6.044
	4.209
	3.704
	5.388
	1.754
	9.959

	 Std. Dev.
	0.704
	0.389
	0.335
	0.656
	17.569
	111.165
	4.016

	 Skewness
	-0.072
	0.208
	0.444
	-0.261
	1.730
	0.932
	0.881

	 Kurtosis
	1.364
	1.449
	1.702
	1.951
	4.684
	3.268
	4.909

	 Jarque-Bera
	4.042
	3.866
	3.715
	2.061
	22.218
	5.322
	10.137

	 Probability
	0.032
	0.044
	0.046
	0.356
	0.000
	0.045
	0.006


Source: Researchers Computation (2025)  
Table 1 shows the standard deviation for each of these variables. The standard deviation of crop output stood at 0.704 while the standard deviation of livestock production, forestry output, fishery output, consumer price index, exchange rate and interest rate  stood at 0.389,0.335,0.656,17.56,111.165 and 4.016 respectively . The table revealed that standard deviation of the exchange rate is the highest for the selected variables. This could be attributed to the volatilities in the exchange rate in Nigeria in the study period. In addition, the mean of the selected variables were also reported. For example, the average growth rate of crop production is 8.794 and it varies from 7.753 to 9.756. In the same vein, livestock production   average was 6.553 and ranges from 6.044 to 7.129. In the same vein, the mean value of forestry output is 4.693 and ranges from 4.209 to 5.279. Furthermore, the mean values of fishery output, consumer price index, exchange rate and interest rate are 5.085, 19.495, 123.686 and 18.556 respectively. 
Moreover, the results of the skewness analysis indicated that the forestry output (0.444), the exchange rate (0.932), the interest rate (0.881), the crop production (-0.072), and the fishery (-0.261) were positively skewed to the right of the mean, while the consumer price index (1.730), the exchange rate (0.932), the livestock production (0.208), and the interest rate (0.881) were left of the mean. The majority of the data series are found to be normally distributed, according to the Jarque-Bera statistics. The probability value of the Jarque Bera statistics, which for the majority of series were substantially different from zero at the five percent significant level, indicates this. 

4.1.2	 Test of Stationarity  
The Philip Perron test statistic was used in the study. For a variable to stationary, the Philip Perron test statistics must be largely negative and must be greater than 5 percent critical value in absolute term. The result of the unit root test was presented in Table 2 
Table 2   Phillip Perron Unit Root Test 
	Variable
	Phillip Perron Test Statistic @ level
	Phillip Perron Test Statistic @ First Difference
	5% Critical Value

	Order of integration 
	S/NS

	LNCROP
	-0.601979
	-5.747415
	-2.945842
	I(1)
	S

	LNLIV
	-0.084783
	-3.786639
	-2.945842
	I(1)
	S

	LNFOR
	0.809186
	-5.901389
	-2.948404
	I(1)
	S

	LNFISH
	-3.259765
	
	-2.945842
	I(0)
	S

	CPI
	-2.950490
	
	-2.945842
	I(0)
	S

	EXR
	 1.919712
	-3.891101
	-2.954021
	I(1)
	S

	INT
	-2.995969
	
	-2.945842
	I(0)
	S


Source: Researchers Computation (2025)
From Table 2, result indicated that only three variables were stationary at level while the other variables were stationary at first difference. The result further shows that fishery output, CPI and INT were stationary at level while crop production, livestock production and EXR were stationary at first difference. The implication of this result is that there is a short run equilibrium relationship among the variables under investigation.  
4.1.3       Cointegration Test.
Having verified that all variables are integrated to order zero and one, the next step is to perform cointegtration test. Consequently, the Multivariate Cointegration Technique proposed by Johansen (1988) and Johansen and Juselius (1990) is applied to determine whether there was a stable long-run relationship among the variables under investigation. As a general rule, at least one cointegration vector must exist among the variables for an equilibrium relationship to exist among them. The maximum Eigen statistic was used. The result of the Johansen cointegration test is shown in Table 3 
Table 3A   Johansen Cointegration Table for Crop Production Model
	Series: LNCROP CPI EXR INT 

	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical   Value
	Prob.**

	None *
	 0.689303
	 57.47736
	 47.85613
	 0.0048

	At most 1
	 0.373466
	 18.90243
	 29.79707
	 0.5000

	At most 2
	 0.084206
	 3.473216
	 15.49471
	 0.9414

	At most 3
	 0.017136
	 0.570398
	 3.841466
	 0.4501


Source: Researchers Computation (2025)
The result of the cointegration test for crop production is presented in Table 3A. The Johansen cointegration test revealed that at least one cointegration vector exist when the Max- Eigen statistic is compared with the critical value at 5 percent level of significance. Overall, the test statistic revealed that the hypothesis of no co-integration among the variables can be rejected. This implies that a long run relationship exist among the crop production, CPI, INT and EXR.
Table 3B  Johansen Cointegration Table for livestock Output Model
	Series: LNLIV CPI EXR INT 

	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 *
	 0.696112
	 56.10716
	 47.85613
	 0.0069

	At most 1
	 0.322935
	 16.80100
	 29.79707
	 0.6547

	At most 2
	 0.107539
	 3.931415
	 15.49471
	 0.9090

	At most 3
	 0.005346
	 0.176906
	 3.841466
	 0.6740

	


Source: Researchers Computation (2025)
The result of the cointegration test for livestock production is presented in Table 3B. The Johansen cointegration test revealed one cointegration vector. Hence, a long run relationship exist among the livestock production, CPI,INT and EXR.
Table 3C   Johansen Cointegration Table for Forestry Output Model
	Series: LNFOR CPI EXR INT 

	Hypothesized
No. of CE(s)
	Eigenvalue
	Trace
Statistic
	0.05
Critical Value
	Prob.**

	

	None *
	 0.589551
	 52.74105
	 47.85613
	 0.0162

	At most 1
	 0.392134
	 23.35441
	 29.79707
	 0.2291

	At most 2
	 0.144283
	 6.927013
	 15.49471
	 0.5862

	At most 3
	 0.052656
	 1.785082
	 3.841466
	 0.1815

	


Source: Researchers Computation (2025)
The result of the cointegration test for forestry output is presented in Table 3C. The Johansen cointegration test revealed that at least one cointegration vector exist which implies that a long run relationship exist among the forestry output, CPI, INT and EXR.
Table 3D  Johansen Cointegration Table for Fishery Output Model
	Series: LNFISH CPI EXR INT 

	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	

	None *
	 0.882783
	 102.2107
	 47.85613
	 0.0000

	At most 1 *
	 0.507479
	 31.46763
	 29.79707
	 0.0318

	At most 2
	 0.167806
	 8.096425
	 15.49471
	 0.4552

	At most 3
	 0.059794
	 2.034668
	 3.841466
	 0.1537

	


Source: Researchers Computation (2025)
The result of the cointegration test for fishery output is presented in Table 3D. The Johansen cointegration test revealed that at least one cointegration vector exist which  implies that a long run relationship exist among the fishery output, CPI, INT and EXR.



4.2        Analysis of Result
Table 4     Fully Modified Ordinary Least Squares.
	
	Crop  Model
	Livestock  Model
	Forestry  Model
	Fishery Model

	
	Dep  Var: LNCROP
	Dep  Var: LNLIVE
	Dep  Var: LNFOR
	Dep  Var: LNFISH

	Variable

	Coeff
	Prob
	Coeff
	Prob
	Coeff
	Prob
	Coeff
	Prob

	CPI


	0.066
(0.003)
[2.017]
	0.04*


	0.091
(0.042)
[2.137]
	0.03*


	0.001
(0.002)
[0.465]
	0.64


	0.062
(0.024)
[2.535]
	 0.03*



	EXR


	-0.055
(0.000)
[-5.754]
	0.00*


	-0.003
(0.000)
[-6.212]
	0.00*
	-0.002
(0.000)
[-6.677]
	0.00*


	-0.005
(0.000)
[-6.540]
	0.00*




	INT


	-0.013
(0.026)
[-0.510]
	0.61


	-0.015
(0.013)
[-1.084]
	0.28
	-0.024
(0.010)
[-2.271]
	0.03*


	-0.012
(0.022)
[-0.580]
	0.56




	C


	8.531
(0.547)
[15.570]
	0.00*


	6.486
(0.289)
22.372
	0.00*
	4.805
(0.229)
[20.917]
	0.00


	4.372


	0.00*




	R-sqd
	0.831
	0.868
	0.875
	0.833

	Adj R2
	0.815
	0.854
	0.862
	0.819

	Long-run variance
	0.221
	0.061
	0.038
	0.159


Source: Researchers Computation (2025)
Note : (1)  * denotes significant at 5% level of significance .
            (2)   Standard error in brackets ( ) while t-statistics are in Parenthesis [ ]
The result of the fully modified Ordinary Least Square for the crop model showed that the coefficient of the CPI is positive and statistically significant at 5 percent significant level. This result is in line with the a priori expectations. Specifically, a percent increase in consumers price index increases crop output by 6 percent. However, EXR and INT were negatively related to crop output in the study period. The result showed that a ten percent increase in EXR and INT slightly reduces crop output by 5 percent and 1 percent respectively. However, INT is not statistically significant at 5 percent. This is due to the fact that most crop farmers in Nigeria mostly get their finances from other source and rarely approach their banks for loan. The adjusted R squared for the crop model which stood at 0.831 indicated that about 81 percent variations in crop output are being accounted for by variations in CPI, EXR and INT while the remaining 19 percent can be attributed to other factors outside the model.
In addition, the livestock model result was also presented in table 4. In line with the a priori expectation, consumer price index is positively related to livestock output and is statistically significantly different from zero at five percent significant level. For instance, a percent increase in CPI increases livestock output by 9 percent. Furthermore, result indicated EXR and INT had an inverse relationship with livestock. The result showed that a ten percent increase in EXR and INT reduces livestock output marginally by 0.3 percent and 2 percent respectively. The adjusted R squared for the livestock model which stood at 0.854 indicated that about 85 percent variations in livestock output are being accounted for by variations in CPI, EXR and INT while the remaining 15 percent can be attributed to other factors outside the model.
As for forestry model, the coefficient of the CPI is positive but not statistically significant at 5 percent significant level. Result indicated that a unit increase in CPI increases forestry output by 0.06. However, other variables such as EXR and INT were negatively related to fishery output and were both statistically significant. It was found that a unit increase in exchange rate and interest rate slightly reduces forestry output by 0.002 and 0.024 respectively. The adjusted R squared for the forestry model which stood at 0.862 indicated that about 86 percent variations in forestry output are being accounted for by variations in CPI, EXR and INT.
Finally, the fishery output model results the similar characteristics with the other model. Available record shows that the coefficient of the consumer price index is positive and is statistically significant at 5 percent significant level. Result indicated that a unit increase in consumers’ price index increases fishery output by 0.001. As for the other variables, EXR and INT were negatively related to forestry output and were both statistically significant. It was found that a unit increase in EXR and INT  reduces fishery output by 0.005 and 0.012 respectively. The adjusted R squared for fishery model which stood at 0.816 indicated that about 81 percent variations in forestry output are being accounted for by variations in CPI, EXR and INT.
Conclusion
[bookmark: _GoBack]The study noted that there is a positive and statistically significant relationship between the CPI and crop, livestock, and fishery output which suggests that inflationary trends may enhance agricultural production. The conclusion of the study therefore is that agricultural producers can benefit from increased prices if properly managed.
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