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[bookmark: _GoBack]                               ABSTRACT
The study examined the impact of bank lending on economic growth in Nigeria from 1990 to 2023. In exploring the relationship between bank lending and economic growth, the study used annual data series sourced from the National Bureau of Statistics and Central Bank of Nigeria (CBN) Statistical Bulletin. Economic growth was measured using real gross domestic product, and bank lending and bank credit rate was used as independent variables, while controlling for the effect of money supply and inflation. In analyzing the data, the study used econometrics method, which include, unit root test, cointegration, and the autoregressive distributed lag (ARDL) method. The bounds test revealed that there is long run relationship between bank lending and economic growth. The ARDL results revealed that bank lending had positive and significant impact on economic growth in the long run. Bank credit rate had insignificant negative impact on economic growth in the long run. The study found that, money supply is positively related to economic growth, with the impact found to be significant. Additionally, the study found that inflation had negative and significant impact on economic growth. The study concludes that, bank lending is a key determinant of economic growth in Nigeria. The study recommends that, the regulatory authority, particularly the Central Bank of Nigeria (CBN), should through conventional and macroprudential means, influence the deposit money banks to increase lending to real sectors, most especially, the agriculture, manufacturing and service sectors of the Nigerian economy. 
Keywords: Bank lending, inflation, money supply, bank credit and economic growth.
1.0 	Introduction 
The modern economy is a financial economy which requires financial resources  to promote economic activities, banking sector is known as the bedrock of financial intermediation in every economy hence the importance of financial resource to gross domestic product cannot  be overemphasized due to its  functions,  the availability of this financial resources  has  been a major concerned to government because inability of government to provide financial resources slow down the growth of economy, the more economy  grow, the more it becomes powerful to provide financial resources to firms and individuals. (Apinoko et al, 2024) 
However, the link between bank lending and economic growth have important policy implications for development strategies. Especially in the field of increasing the rate of economic growth in spite of the limited role of the banking sector to control the money supply and its effects on the economy.  (Kelechukwu et al., 2023).

The main sources of gross domestic product   in Nigeria are; agriculture, manufacturing, mining and quarrying, real estate and construction, wholesale and retail trade (general commerce) and service sectors. These main sources   interact with one another using the stock of capital and other factors of production within the economy to produce the desired goods and services. In the process of production in these sectors, financial resources play a key role. It enables the producers to procure the necessary inputs require for production and thereby helps to improve production capacities. Therefore, availability or non-availability of financial resources influence the growth process in the various sectors and the economy in general (Apinoko et al, 2023).

Nazum (2025) noted that the relationship between bank lending and economic factors like inflation, money supply and bank credits is essential for grasping broader economic dynamics, especially in rapidly developing economies like Nigeria. Bank lending drives economic growth and development by supporting investment and providing capital access. However, its effectiveness is closely linked to social conditions influencing borrowing behavior and economic stability. Inflation influences borrowing costs by reducing purchasing power, often prompting banks to raise interest rates. As a result, loans become more expensive and less accessible to consumers. Real wages, adjusted for inflation, reflect purchasing power and influence borrowing capacity. Rising wages typically increase loan demand, whereas stagnant or declining wages tend to limit it. Consumer expenditure patterns also impact credit demand, with economic uncertainties or high inflation potentially reducing spending and credit needs.

Taylor and Francis (2022) ascertain that Bank lending is becoming a source of financial support and an indicator of the country’s economic health in conditions of economic instability. Particular attention is given to analyzing economic factors such as inflation, real wages, and consumer spending. Understanding the relationship between these variables and the banking sector makes it possible to assess current economic conditions better and develop effective measures to stimulate economic growth. 
[bookmark: _Toc204673484]Statement of the Problem.
The fact remains that the amount of loanable fund that can be accessible is determine by the supply of credit that is made available by the financial institution sector as directed by government through Central bank monetary policies. Access to loans still remains one of the basic problems faced by most sectors. Despite the loans allocated to various sectors in Nigeria, the procedure of securing a loan facility is cumbersome, and the terms and condition required are stressful and this makes individuals and firms to give up the process along the line (Nzomoi & Rutto, 2012).

However, the achievement of desire growth of economic through bank credit to individuals and firms can be traced to the classical monetary policy but the economists of the 20th century such as Schumpeter  in 1911 argued that the creation of credit through bank system was an important source of businesses to experience growth (Nyeche and Brown,2023) In Nigeria, the financial  system reform as always targeted on reposition the financial intermediation of financial institution because the financial institution has be empowered by constitution to oversee the businesses of lending and borrowing in the economy, the institution play intermediate functions between the deficit and the surplus economic units to bridge the lacuna between Saving-Investment among the economic activities , this involve the inflow of resources mobilization and out flow of resources utilization but if these laws are not properly implemented by financial institution as directed by government through Central bank, it becomes a problem for businesses to experience growth.

[bookmark: _Toc204673485]Objectives of the Study 
The broad objectives of the study is to examine the relationship between bank lending and economic growth in Nigeria, while the specific objectives are;
(i) To assess the impact to which the lending rate affects Nigeria’s economic growth.
(ii) To estimate the effect of bank credit on economic growth in Nigeria
(iii) To evaluate the relationship between money supply and economic growth in Nigeria.
(iv) To examine the effect of inflation on economic growth in Nigeria 

[bookmark: _Toc204673486]Research Questions 
To achieve the aforementioned objectives, this study will  be guided by the following research questions. 
(i) Does the lending rate affect Nigeria’s economic growth? 
(ii) How does bank credit affect economic growth in Nigeria
(iii) What is the relationship between money supply and economic growth in Nigeria? 
(iv) To what extent does inflation rate influence Nigeria’s economic growth? 
[bookmark: _Toc204673487]Research Hypotheses 
The Hypotheses of this study are stated in a null form as follows: 
H01:  There is no significant relationship between lending rate and economic growth in Nigeria
H02: There is no significant relationship between bank credit and economic growth in Nigeria.
H03: There is no significant relationship between money supply and Nigeria’s economic growth.
H04:  There is no significant relationship between Inflation rate and economic growth in Nigeria
[bookmark: _Toc204673488]Significance and Justification of this Study
          Generally, the study will expose the bank lending procedure in Nigeria and play a vital role to bankers, investors, government, researchers among others

[bookmark: _Toc204673491]2.0			REVIEW OF RELATED LITERATURE 
[bookmark: _Toc204673492]Conceptual Framework
[bookmark: _Hlk193075134]According to CBN (2003) bank lending is made up of the amount of loans and advances given by the banking sector to economic agents, bank lending are channeled into productive investments which help in facilitating output growth in economy this is one of the necessary aspect of financial intermediation that help to channeled them towards productive investment. Actually, the availability of credit or loan allows the role of intermediation to be carried out is effectively in economy which engender output growth in the economy.  Economic Growth Adewuyi and Olowookere (2016) define economic growth as the process at which domestic income increased within a given period of time.”. Okwo, Mbajiaku and Ugwunta (2012) view economic growth as the process by which national income or output is increased. Therefore, an economy is said to be growing if there is a sustainable increase in the actual output of goods and services per head. Kira (2013) defines economic growth as total market value of all final goods and services produced within the country in a given period of time (normally one year).  Money Supply Therefore, money supply can be generally defined as the sum of all the money in the hands of all the members of the economy, it could be M1 or M2 in the economy (Nigeria). Hence Omodero(2019) argued that money supply is an important instrument of monetary policy that can be use to improve economy. Bank credit Onwioduodit et al (2023) define bank credit as the total amount lend to borrower and that credit expansion on the other hand, involves extending microcredit resources for their businesses. Inflation it is a continuous increase in general prices of goods and services for a long period of time, (Jhingan 19).

[bookmark: _Toc204673493]Theoretical Framework
[bookmark: _Toc204673495]The Balance Sheet Credit Channel Theory
Bernanke and Gertler (1989) .The balance sheet credit channel theory also known as the balance sheet channel or the Net worth channel. The theory shows the monetary  transmission mechanism that explain how changes in interest rates influence economy through their impact on borrowers’ balance sheets, the theory emphasizes the importance of borrowers’ net worth in determining their access to credit, the borrowers’ assets serve as collateral for loans and changes in asset values affect their creditworthiness, how changes in interest rates affect borrowers’ balance sheet and how it also influence their ability to borrow and invest in economy.
This theory emphasized that external finance premium facing a borrower is a function of borrowers financial capability, that is the higher the borrower’s net worth, the lower the external finance premium and the sum terms of credit, also the theory further to emphasis that the quality of borrower’s sheet also influence investment and spending decisions, the balance sheet is also influence due to central bank policy, it does not only affect market interest rate only but also the financial positions of borrowers in the economy. 
[bookmark: _Toc204673496]The Commercial Loan Theory or Real Bills Doctrine 
 Harold Glenn Moulton (1918).The theory emphasized that commercial bank should make only short-loan self-liquidating productive loan to businesses, which can be use to fund and improve economy through distribution , the theory explanation therefore means that when  commercial banks issue self-liquidating , productive loans for short-term period, central bank should also lend to the commercial banks on security on short-term loans as well, this will help to ensure that each bank has the right  amount of liquidity and also the entire economy is empower to such right of amount of  money supply for the purpose of eliminating bank reserves by rediscounting sanctioned loans, because as business flourish as trade requirements increased, there is tendency for bank to improve since there is opportunity to obtain additional reserves by discounting bills with central bank, also if business experiencing slow and trade requirements fell, the quantity of bills discounted, bank credit, bank reserve and money will experience declined in the economy.
[bookmark: _Toc204673497]Empirical related Literature review
The relationship between bank lending rate and economic growth has generated lots of contradictions among scholars particularly among economists. Some researchers argued that bank lending rate improve economic growth while others said it hindered economic growth. Tridico (2007) argued that low bank lending rate stimulate economic growth as a complex issue which needs significant interaction of several socio-economic and institutional factors. While Gruseh and Oritsejafor (2007) argued that bank lending rate has significant effect on  economic growth in Nigeria. But many research in Nigeria found significant and positive relationship between bank lending rate and economic growth, for instance (Nicholas, 2010;  Obamuyi, 2009; Noula, 2012; Bouga & Bouga, 2011) affirmed the result after studied  fifteen European Union economies, using panel estimation technique. Habibullah and Eng (2006) investigated causality testing analysis on 13 Asian developing economies and also found that bank lending promotes economic growth. Though, Giovanni and Shambaugh (2007), Gouseh and Oritsejafor (2007), studies found inverse relationship between bank lending rate and economic growth. Using least square and Granger causality methods, Akinboade (2004) found no consensus on the relationship between bank lending rate and economic growth in Nigeria. The findings ranged from positive to negative and unidirectional to bi-directional or no directional between the variables. Eregha (2010) explored variations in interest rate and investment determination in Nigeria for the period 1970-2002 using dynamic model of two equations and found that inverse relationship exists between interest rate and investment. In Romanian, Albu (2006) found positive and significant relationship between interest rate and economic growth using tow partial models. In support, using ECM, Nwachukwu and Odigie (2009), Rasheed (2010) found the existence of positive and significant relationship between real interest rate and economic growth and statistically significant within the estimated model. Though, the findings of Obute, Asor and Itodo (2012) revealed that there is no positive and significant relationship between the real bank lending rate and economic growth. But other related studies, the study of Onyishi and Ifiorah (2015) who studied the effect of interest rate reform on agricultural finance and growth in Nigeria which emploed OLS and ARDL methods. They found that interest rate has significant effect on agricultural sector and economic growth. But Onwumere, Okore and Ibe (2012) study revealed that there is no relationship between interest rate, savings mobilization and economic growth. Many of the studies covered from 1980 and 2012. However, results from previous studies on the relationship between bank lending rate and economic growth are still debatable in literature due to divergent views.
For instance, Abina (2020) investigated sectorial allocation of bank credits impact on economic development in Nigeria. The study utilized human development index as proxy for dependent variable measuring economic development while bank credits to public sector, manufacturing, agricultural, mining general commerce sector, real estate and construction, were utilized in the study as independent variables. The variables were sourced from Central Bank of Nigeria statistical bulletin which spanned from 1985 to 2019. Data stationarity was ensured using the Augmented Dickey Fuller statistics, while the error correction model was applied as the statistical tool for acceptance of hypothesis. The study revealed that there is a negative relationship between bank credits, manufacturing, mining and human development. 
[bookmark: _Toc204673498]Research Gap 
Although evidence from empirical studies support the fact that bank credits has impact on economic growth, the degree and magnitude of this impact vary from country to country, the direction of casual relationship between bank credits and economic growth is one area of contention among researchers. 
Previous studies as well as economic literature is replete with possible qualitative and quantitative variables that influence the growth in real output. However, there is no consensus on the effect of explanatory variables on economic growth. 
This gap is what the present study intend to fill by using money supply  as a determinant of bank credit. Descriptive statistics, correlation analysis and regression analysis were the statistical techniques this present study employed.


[bookmark: _Toc204673500]3.0					METHODOLOGY
[bookmark: _Toc204673502]Model Specification
With certain structural modification made to the model adopted by Ringim and Sayedi (2019), the study formulated a functional model to help investigate the relationship between bank lending and economic growth in Nigeria. 
[bookmark: _Hlk200934149]The model for this study is given as;

 In econometric form, equation (1) is specified as:

Where;
 = Real gross domestic product (a proxy for economic growth);
 = Bank lending;
 = Bank credit rate;
 = Money supply; and
 = Inflation.
 Error term
[bookmark: _Toc204673503]Method of Data Analysis
The procedure for data analysis for this study were in three-fold. First, the study began with the pre-estimation phase which involves summary statistics for the employed variables. The summary statistics covered areas such as mean, range, standard deviation, skewness, kurtosis and normality of the data employed. Following this was the estimation stage. The method that the study employed in estimating the baseline model was dependent on the test of stationary of the series. If the outcome of the unit root test suggest that, the employed variables are integrated of mixed orders of I(0) and I(1), then the estimation method that employed will be the autoregressive distributed lag (ARDL) method proposed by Pesaran, Shin and Smith (2001). The autoregressive distributed lag (ARDL) method has the advantage of simultaneously estimating both the long and short run relationship between the employed variables and it is appropriate for small sample. In the scenario where all the series are non-stationary, but stationary after first difference and cointegrated, the study will resort to using the single equation estimation technique of fully modified ordinary least squares (FMOLS) proposed by Phillips and Hansen (1990).  The fully modified ordinary least squares (OLS) method modifies the classical ordinary least square (OLS) method as it addresses the autocorrelation and endogeneity problem that might exist in the specified regression model. Furthermore, the FMOLS method provides efficient and consistent estimates even when the samples are large. From the outcome of the unit root test as given in Table 2 and Table 3, the employed series were either I(0) or I(1), as none of the focus variables were stationary after second difference. In view of this, the ARDL framework of Pesaran, et al (2001) was employed in estimating the model for this study. 
Specifying equation 3.2 in the autoregressive distributed lag (ARDL) framework gives the model below:


The error correction specification for the ARDL model is expressed as;


Where;
 -  = short run coefficients
 -  = long run coefficients
 = speed of adjustment
 = lag length for series of interest.

According to Odhiambo (2010) and Al-Malkawiet et al (2012), ARDL approach is more reliable and preferable in estimating the co-integration relationship to other methods like Engle and Granger (1987), Johansen (1988) and Gregory Hansen (1996). The model yields consistent estimates of the long-run coefficients that are asymptotically normal, irrespective of whether the underlying regressors are I(0) or I(1). More so, it gives the opportunity to explore correct dynamic structure. Finally, it allows for the inferences on impact estimates.
[bookmark: _Toc204673504]Pre-Estimation Test
The pre-estimation tests that conducted before estimation of the regression models are as follows:
a) Unit Root Test
[bookmark: _Hlk200935351]The economic relationship established between two variables of interest is usually based on the assumption of stationarity. The use of time series and movement in macroeconomic and financial variables has shown that, the assumption of stationarity is not always upheld, as the data usually fail to revert to the expected mean value of zero. Where this is the case, an estimation of economic relationship will result in a spurious relationship when the variables used are non-stationary, as the parameters estimated will be misleading and prediction made will be at best faulty (Gujarati, 2009). 


Where:  
Xt = underlying variables 
 = time trend
, c and  = coefficients to be estimated 
p = lag length 
∆ = First difference notation
 = error term
If   = 0, then the series is a non-stationary series.


b) Cointegration Test
[bookmark: _Hlk200935477]The study conducted a co-integration test to ascertain if there is a long run equilibrium relationship between the employed variables. The cointegration test, which is seen as a pre-estimation test, enables the estimation of a regression model even the series to be employed are non-stationary. The test is based on the thinking that, if the linear combination of two series say,  and , which individual are non-stationary, produce residuals that are stationary or mean reverting, then the regression of  and  will not give spurious results. A variety of approaches to determining this exists in the literature, though all are considered residual-based test. 
[bookmark: _Toc204673505]Post-Estimation Tests
The study conducted post-estimation test to ensure the estimates are valid for prediction. These tests include normality test, serial correlation test, heteroscedasticity test and stability test. For normality test, the study deployed the Jarque-Bera normality test, Breusch-Godfrey and ARCH tests were employed for serial correlation and heteroscedasticity test respectively. The Ramsey RESET test and cumulative sum of recursive residuals and cumulative sum of squares of recursive residuals test was used to test for stability of the regression model.

[bookmark: _Toc204673507]4.0 		DATA PRESENTATION AND ANALYSIS OF RESULT
[bookmark: _Toc204673509]Descriptive Statistics

[bookmark: _Toc203967821]Table 1: Summary statistics
	 
	RGDP
	BL
	BC
	MS
	IN

	 Mean
	45229.7
	8077.455
	18.0861
	13087.73
	18.2667

	 Median
	42044.78
	3668.893
	17.7678
	4462.655
	12.71

	 Maximum
	76684.94
	44536.13
	29.8
	63512.4
	72.98

	 Minimum
	21462.73
	26.0001
	11.4831
	47.4232
	5.39

	 Std. Dev.
	20491.6
	10254.37
	3.7191
	16433.14
	15.9214

	 Skewness
	0.1624
	1.6983
	0.9139
	1.3437
	2.1931

	 Kurtosis
	1.3892
	6.0472
	4.7610
	4.1120
	6.9184

	 Jarque-Bera
	3.8251
	29.4992
	9.1272
	11.9840
	49.0071

	 Probability
	0.1477
	0.0000
	0.0104
	0.0024
	0.0000

	Observations
	34
	34
	34
	34
	34


Note: RGDP = real gross domestic product, BL = bank lending, BC = bank credit rate, MS = money supply, IN = inflation

Table .1 presents the results of the descriptive analysis for real gross domestic product, bank lending, bank credit rate, money supply, and inflation for the period considered, ranging from 1990 to 2023. Table 1 showed that the averaged real gross domestic product level was N45,229.7 billion and the level of real gross domestic product fluctuated during the period, as the level of total output increased from N21,462.73 billion to N76,684.94 billion. During the period investigation, banking lending in Nigeria averaged N8,077.455 billion. The minimum level of bank lending was N26.0001 billion and this rose to the maximum level of N44,536.13 billion during the period of investigation. During the period from 1990 to 2023, the descriptive results of Table 1 revealed that bank credit rate averaged 18.0861%, the minimum bank credit rate being 11.4831% and the maximum interest rate charged on bank credit was 29.8%. This statistic shows increased cost of capital which has implication for economic growth, as it reduces borrowing for consumption purpose and investment activities, thereby reducing total output level and may exacerbate the unemployment level in Nigeria. These results revealed fluctuation in real gross domestic product, bank lending and a high interest rate environment in Nigeria during the period of investigation. 
Within the studied period which spanned a period of 34 years, money supply averaged N13,087.73 billion, and the minimum volume of money in circulation during the period was N47.4232 billion and this reached a maximum of N63,512.4 billion. Inflation rate during the period averaged 18.2667 percent. The lowest inflation rate during the period was 5.39 percent and the maximum level of inflation during the period of investigation was 72.98 percent. The increased level of inflation which could be attributed to significant growth in money supply has far-reaching consequences, especially on economic growth, as an environment of high inflation tend to reduce consumption expenditure and investment spending due to the uncertainty it creates and the low purchasing power arising from eroding value of money, thereby undermining growth of the Nigerian economy. 
From the standard deviation values for the data series, the study observed strong fluctuation in real gross domestic product, bank lending, money supply and inflation, given the standard deviation values of N20,491.6 billion, N10,254.37 billion, N16,433.14 billion and 15.9214 percent, respectively. Less fluctuation was observed in bank credit rate given the standard deviation value of 3.7191 percent. The skewness statistics revealed that real gross domestic product, bank lending, bank credit rate, money supply and inflation are positively skewed. From the Kurtosis statistics, it was observed that bank lending, bank credit rate, money supply and inflation are leptokurtic as their respective kurtosis values of 6.0472, 4.7610, 4.1120 and 6.9184 are greater than 3, whereas real gross domestic product is platykurtic, as kurtosis statistics of 1.3892 is less than 3. The study observed that real gross domestic product is normally distributed, as results show that bank lending, bank credit rate, money supply and inflation are not normally distributed.  
[bookmark: _Toc204673510] Unit Root Test
The stationarity of the employed series is important if the results emanating from applying an appropriate method is to be reliable. This is because the estimation of a model with nonstationary variables not properly accounted for will result in misleading inference about the impact of independent variables on the dependent, in this case, the effect of bank lending (BL), bank credit rate (BC), money supply (MS) and inflation (IN) on real gross domestic product (RGDP). Testing for unit root in the series has several advantages. One of these advantages is that, unit root testing aids in the choice of the appropriate framework to use in examining the impact of bank lending (BL), bank credit rate (BC), money supply (MS) and inflation (IN) on real gross domestic product (RGDP). Also, by testing for unit root, the study can address certain statistical properties of the data series, thus, enabling the researcher reach reliable conclusion on the impact of bank lending (BL), bank credit rate (BC), money supply (MS) and inflation (IN) on real gross domestic product (RGDP). In order to avoid having spurious relationship and misleading results, the study conducted unit root test on the series using the Augmented Dickey-Fuller test approach.  The results of the ADF test are presented in Table 2.





[bookmark: _Toc203967822][bookmark: _Hlk203030857]Table  2: Stationarity test at level
	Variable
	ADF Stat.
	C.V
	Prob.
	Decision

	
	-0.7361
	-2.9571
	0.8233
	Accepted

	
	-2.1667
	-2.9571
	0.2217
	Accepted

	
	-3.7378
	-2.9540
	0.0080
	Rejected

	
	-4.1313
	-2.9540
	0.0029
	Rejected

	
	-2.1599
	-2.9540
	0.2240
	Accepted


Source: Author’s computation (2025)

The unit root test on the level series of bank lending (BL), bank credit rate (BC), money supply (MS) and inflation (IN) on real gross domestic product (RGDP) based on the augmented Dickey-Fuller approach is presented in Table 2. The null hypothesis of the ADF test is that, the series has unit root. The results show that the probability value of the ADF statistics for real gross domestic product, bank lending, and inflation are higher than 0.05, lead to the study failing to reject the hypothesis of non-stationarity of the series, which implies that real gross domestic product, bank lending, and inflation are non-stationary in level form. In contrast, the study found that p-value of the ADF statistics of -3.7378 for bank credit rate and -4.1313 for money supply is less than 0.05, thus, the study rejected the null hypothesis of non-stationarity. This result indicates that bank credit rate and money supply are stationary in level form. The non-stationarity of real gross domestic product, bank lending, and inflation in level form provide the ground to conducted the ADF test on the first difference transformation of real gross domestic product, bank lending, and inflation.
[bookmark: _Toc203967823][bookmark: _Hlk203031073]Table 3: Stationarity test at first difference
	Variable
	ADF Stat.
	C.V
	Prob.
	Decision

	
	-2.9746
	-2.9571
	0.0493
	Rejected

	
	-3.4584
	-2.9571
	0.0163
	Rejected

	
	-
	-
	
	

	
	-
	-
	
	

	
	-4.6784
	-2.9540
	0.0007
	Rejected


Source: Author’s computation (2025)

An issue in time series analysis is the problem of non-stationarity of the series which creates spurious relationship between regressors and explained variable. Therefore, it is imperative to test whether unit root is present in the data series in order to avoid having misleading relationship. The study applied the augmented Dickey-Fuller test to establish the stationarity characteristics of employed variable. The test results of Table 2 reveal presence of unit root in real gross domestic product, bank lending, and inflation, which necessitated first difference transformation of the series. The results exhibited in Table 3 show that the ADF statistics of -2.9746, -3.4584 and -4.6784 for the first difference of real gross domestic product, bank lending, and inflation, respectively, are higher than the ADF critical values at 5% level. Therefore, the study rejected the null hypothesis of unit root in real gross domestic product, bank lending, and inflation. Based on the ADF test, the study concludes that real gross domestic product, bank lending, and inflation are integrated at order one, I(1).   
[bookmark: _Toc204673511]Co-integration Test
The study conducted cointegration test to ascertain if there is long run relationship among the variables. The method used to test for cointegration was the bound test developed by Pesaran, et al. (2001). The study relied on the bound test as the unit root test results revealed that the variables used were mixed orders of I(0) and I(1). The results of the test are reported in Table 4.

[bookmark: _Toc203967824][bookmark: _Hlk201121522]Table 4: Bound Test Result 
	Estimated Model
	
	F-statistics

	
	
	10.45191***

	K = 4

	Critical Value
	I(0)
	I(1)

	1%
	3.29
	4.37

	5%
	2.56
	3.49

	2.5%
	2.88
	3.87

	10%
	2.2
	3.09


Note: K = number of regressors; *, ** and *** denote significance at 10%, 5% and 1% level, respectively.
Source: Author’s computation (2025)

Based on the outcome of the unit root test carried out using the augmented Dickey-Fuller (ADF) test, indicating that variables used in estimating the real gross domestic product model are mixed orders of I(1) and I(0), the study employed the bounds test in determining whether the variables have long run relationship. 
[bookmark: _Toc204673512]Long Run Result
[bookmark: _Toc203967825]Table 5: ARDL Long- and short-run results
	[bookmark: _Hlk203110921]Dependent Variable: 

	Panel A: Long run

	Variable
	Coefficient
	Std. Error
	t-Stats.
	Prob.

	
	0.1649**
	0.0711
	2.3193
	0.0455

	
	-0.0045
	0.0086
	-0.5297
	0.6091

	
	0.4218***
	0.0795
	5.3031
	0.0005

	
	-0.0973***
	0.0416
	-2.3365
	0.0300

	C
	8.5051
	0.3815
	22.2893
	0.0000

	Panel B: Short run

	Variable
	Coefficient
	Std. Error
	t-Stats.
	Prob.

	
	-0.1936*
	0.1047
	-1.8482
	0.0976

	
	0.3231***
	0.0825
	3.9146
	0.0035

	
	0.4295***
	0.0833
	5.1520
	0.0006

	
	0.0105
	0.0165
	0.6342
	0.5417

	
	0.0457**
	0.0171
	2.6733
	0.0255

	
	0.0055***
	0.0012
	4.3437
	0.0019

	
	0.0021**
	0.0008
	2.5326
	0.0321

	
	0.0418
	0.0243
	1.7163
	0.1202

	
	-0.0980**
	0.0352
	-2.7807
	0.0214

	
	0.1189***
	0.0246
	4.8261
	0.0009

	
	0.1008***
	0.0291
	3.4593
	0.0072

	
	-0.0022***
	0.0002
	-9.1572
	0.0000

	
	-0.0001
	0.0002
	-0.5083
	0.6235

	
	0.0010***
	0.0002
	3.5540
	0.0062

	
	0.0011***
	0.0002
	4.5655
	0.0014

	
	-0.4451***
	0.0450
	-9.8768
	0.0000

	R-squared = 0.9629
	
	Adj. R-squared = 0.9232


Note: *, ** and *** denote significance at 10%, 5% and 1% level, respectively.
Source: Author’s computation (2025)
[bookmark: _Toc204673513]Diagnostic Test
[bookmark: _Toc203967826][bookmark: _Hlk200921501]Table 6: Diagnostic Result 
	Test
	Null Hypothesis
	Test Type
	Test Stat.
	Prob.

	Normality Test
	Normally Distributed Residuals
	Jarque-Bera
	0.4805
	0.7864

	Autocorrelation Test 
	Errors are serially independent
	Breusch-Godfrey LM Test

	0.4633
	0.7932


	Heteroscedasticity
	Errors are homoscedastic or have constant variance
	ARCH
	0.0821
	0.7745


	Model Specification
	Model is correctly specified
	Ramsey RESET 
	0.5072
	0.4966


Source: Author’s computation from EViews 13 (2025)

To ensure the inferences relating to how bank lending, bank credit rate, money supply and inflation impact real gross domestic product are reliable and ensure the estimated ARDL model is fit to be used for prediction, the study carried out certain diagnostic tests to ensure the assumptions of the classical linear regression model are met. The result of the Breusch-Godfrey LM test revealed that the probability value of the Breusch-Godfrey LM chi-square statistic of 0.4633 is greater than 0.05. Hence, the study failed to reject the null hypothesis that the errors are serially independent. This result implies that the estimated ARDL model does not any serial correlation problem. 

The stability of the parameter estimates and model was determined using the cumulative sum (CUSUM) and CUSUM of squares and their respective plots captured using Figure 1 and 2. From Figure 1 and 2, it can be observed that the CUSUM and CUSUM of squares statistics lie within the 5% significance critical bound. This indicates that the parameter estimates are stable and there is no problem of structural break in the data series. 
[bookmark: _Toc203967827]Figure 1: Plot of CUSUM


[bookmark: _Toc203967828]Figure 2: Plot of CUSUM of Squares
[bookmark: _Toc204673514]Bank lending and Economic growth
Based on the outcome of the estimation carried out using the autoregressive distributed lag (ARDL) method presented in Table 5, the study found that there is a positive relationship between bank lending and economic growth in the long run. This finding of positive impact of bank lending on economic growth conforms to theoretical expectation and economic theory, particularly the supply-leading hypothesis, which suggests that finance drive economic growth. The result of the estimation conducted reveals that an increase in bank lending leads to increased real gross domestic product (the measure of economic growth) in the long run. In particular, the long run estimation results shows that a 1% increase in bank lending leads to 0.1649% increase in economic growth or real gross domestic product. Further analysis reveals that, the positive impact of bank lending on economic growth is statistically significant at 5% level. Hence, the study rejected the null hypothesis of no significant relationship between bank lending and economic growth. Thus, the study accepted the alternative hypothesis, concluding that bank lending had significant positive effect on economic growth. This finding implies that, bank lending is a significant factor that influences economic growth. The finding of this study is consistent with the findings of Ringim and Sayedi (2019) and Anyanwu, Ananwude and Okoye (2017).
[bookmark: _Toc204673515]Bank credit rate and Economic growth
This study while examining the impact of bank lending on economic growth also delved into the intricate relationship between bank credit rate and economic growth, striving to unravel the effect of increase or decrease in bank credit rate on economic growth in Nigeria. Employing the autoregressive distributed lag (ARDL) method, the study found evidence of negative relationship between bank credit rate and economic growth in Nigeria, during the period covering from 1990 to 2023. The negative effect of bank credit rate on economic growth indicates that, an increase in bank credit rate will lead to a decline in economic growth. Particularly, the estimated coefficient reveals that a 1% increase in bank credit rate is associated with 0.0045% decrease in economic growth in the long run. The study further found that, the negative impact of bank credit rate on economic growth is statistically insignificant and conforms with the a priori expectation. The result also failed to validates the classical thinking that bank credit rate is a determinant of economic growth. Based on the insignificant effect of bank credit rate on economic growth, the study failed to reject the null hypothesis of no significant relationship between bank credit rate and economic growth. This finding is not consistent with the result of Iorember, Jelilov, Alymkulova and Yua (2022) and Idris (2019).
[bookmark: _Toc204673516]Money supply and Economic Growth
Table 5 show that money supply increases economic growth in Nigeria. As expected, the long-run estimation result presented in Table 5 revealed that, a 1% increase in money supply is associated with 0.4218% increase in economic growth or real gross domestic product. This result of positive relationship between money supply and economic growth is consistent with the underpinnings of the restated quantity theory of money which argues that an increase in money stock stimulate economic growth, only in an environment where there is no full employment level as proposed by Milton Friedman, which suggests that money supply is a determinant of economic growth, through the channel of interest rate, wealth and exchange rate. From the estimation results presented in Table 5, the consistent positive impact exhibited by money supply on economic growth is not statistically significant at 5% level, as the probability value associated with the estimated coefficient is higher than 0.05. Therefore, the study failed to reject the null hypothesis that there is no significant relationship between money supply and economic growth. The policy implication of this finding is that, increase in money supply yields stimulative effect on economic growth in Nigeria. 
[bookmark: _Toc204673517]Inflation and Economic growth
The estimation result obtained through the use of the autoregressive distributed lag (ARDL) method and presented in Table 5 revealed that inflation is negatively related to economic growth in the long run. This suggests that an increase in inflation level results in a decrease in economic growth in the long run. The results reveals that a 1% increase in inflation level causes real gross domestic product to decrease by 0.0973%. This negative relationship between inflation and economic growth is consistent with a priori expectation. This is due to the economic thinking that, higher inflation level reduces consumption spending as it negatively affects the value of money and purchasing power of the local currency. 
[bookmark: _Toc204673519]5.0 		SUMMARY, CONCLUSION AND RECOMMENDATIONS
This study examined the impact of bank lending on economic growth in Nigeria from the period of 1990 to 2023, using annual time series data sourced from the National Bureau of Statistics, and Central Bank of Nigeria, 2023 edition. The study made use of the Autoregressive distributed lag (ARDL) technique. In carrying out this research, the study used real gross domestic product as measure of economic growth and bank lending and bank credit rate was used as proxy of bank lending, while controlling for the effect of money supply and inflation. The descriptive statistical analysis indicates that real gross domestic product, bank lending, bank credit rate, money supply and inflation were positively skewed. Furthermore, it was revealed that there was strong fluctuation in real gross domestic, bank lending, and money supply, whereas bank credit rate and inflation showed moderate variations. The variables were subjected to the stationarity test using the ADF class, and the result revealed a mixture of 1(0) and 1(1), which justified and prompted the use of estimation techniques of the Autoregressive Distributed Lag (ARDL). The study found through bounds testing that, there is long run relationship between bank lending, bank credit rate, money supply, inflation and economic growth, prompting the estimation of the long-run and dynamic model within the autoregressive distributed lag (ARDL) framework. 
Based on the outcome of the estimation, the following major findings were made: 
i. The study found that bank lending has significant positive impact on economic growth.
ii. The estimation results revealed that bank credit rate had insignificant negative impact on economic growth.
iii. The study established that an increase in money supply significant stimulate economic growth in Nigeria.
iv. The ARDL results revealed that an increase in inflation significantly reduce economic growth in Nigeria.


[bookmark: _Toc204673521]Conclusion
The study investigated the impact of bank lending on economic growth in Nigeria, using annual data series from 1990 to 2023. In examining this relationship, the study focused on the impact of banking lending and bank credit rate on economic growth (which was proxied using real gross domestic product), while controlling for the effect of money supply and inflation on economic growth, in order to reduce omitted variable error or bias. In investigating the impact of bank lending on economic growth in Nigeria, the study employed several econometric methods, namely, unit root, cointegration, and autoregressive distributed lag (ARDL) methods. The results obtained from analysing the secondary data using the ARDL method revealed that bank lending had significant positive impact on economic growth in the long- and short-runs. The study observed that an increase in money supply significantly stimulate economic growth in the long- and short runs, while an increase in bank credit rate had insignificant negative impact on economic growth. Additionally, it was revealed that inflation is negatively related to economic growth and the impact is significant. In conclusion, the study established that bank lending is a significant factor that drives economic growth in Nigeria.  
[bookmark: _Toc204673522]Recommendations
Based on the findings of the study, the following recommendations were offered:
i. The regulatory authority, particularly the Central Bank of Nigeria (CBN), should through conventional and macroprudential means, influence the deposit money banks to increase lending to real sectors, most especially, the agriculture, manufacturing and service sectors of the Nigerian economy.
ii. The Central Bank of Nigeria (CBN) should reduce her monetary policy rate (MPR) and cash reserve requirement from the current levels of 27% and 50%, respectively, to free up liquidity and help reduce interest rate in order to stimulate economic growth through increased household and investment spending.
iii. Given that an increase in money supply can be inflation when the rate of increase in money supply is higher than the growth rate of output, the Central Bank of Nigeria (CBN) show increase money supply at pace that is not inflationary and is consistent with the growth rate of output.
iv. Inflation from the results estimated has negative impact on economic growth, indicating that lower inflation level support economic growth. The study recommends that, the Central Bank of Nigeria should curb inflation by adopting the orthodox monetary method of inflation targeting. Also, the CBN should refrain from financing Federal government deficits through Ways and Means, as doing so will prevent further injection of liquidity into the system. 
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