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ASBTRACT 

This study was on impact of general insurance business on money supply in Nigeria. Its 

specific objectives were to examine impact of accident insurance premium, employers’ 

liability insurance premium, fire insurance premium, marine insurance premium and motor 

insurance premium on money supply in Nigeria. Ex-post facto research design was used in 

the study. Data was taken from Central Bank of Nigeria statistical bulletin of 2016. Ordinary 

Least Square regression was used as statistical analysis technique. It was found that accident 

insurance premium, fire insurance premium, marine insurance premium and motor insurance 

premium all had positive and significant effect on money supply in Nigeria, while employers’ 

liability insurance premium has positive and no significant effect on money supply in Nigeria.  

KEYWORDS: Money Supply, General insurance, Premium, Financial intermediation.  

 

INTRODUCTION 

Money is defined as anything that is accepted as payments for goods or services or in the 

repayment of debts (Sims, 2017). In that role, it serves to economize on the use of scarce 

resources devoted to exchange, expands resources for production, facilitates trade, promotes 

specialization, and contributes to a society's welfare (Thornton, 2000 as cited in Singh et al 

2011). Money serves three functions: medium of exchange, unit of account and store of 

value. Medium of exchange role is the most important role of money. It eliminates need for 

barter, reduces transactions costs associated with exchange, and allows for greater 

specialization. As unit of account its importance particularly is in a diverse economy), though 

anything could serve as a unit of account. As a store of value, money tends to be relative to 

other assets like stocks and houses, which offer some expected return over time. 

The volume of money in circulation in an economy is an important indicator of economic 

deepening. That is to say, money supply determines the pace of any economic activities 

(Bakare, 2011). Its expansion or contraction dictates the growth in investment and output of 
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any economy. In other words, the changes in the size of money supply have a number of 

implications on the macroeconomic decisions of economic agents in the society.  

If the central bank perceives that there is too much money in circulation and prices are rising 

(or there is potential pressure for prices to rise), it may reduce money supply by reducing the 

base money (Odior, 2013). To reduce the base money, the central bank sells financial 

securities to banks and the no-bank public so as to reduce the ability of deposit money banks 

to create new money. The central bank can reduce the money supply by also raising the cash 

reserve deposits that banks are required to hold with the central bank. The larger the deposit 

balances on bank balance sheets, the higher their ability to create more money. Central bank 

monetary policy, therefore, targets the growth in those deposit balances so as to control the 

expansion in money supply which could precipitate price distortions (Odior, 2013).  

Also, the CBN controls the money supply through changes in bank reserves (R) and currency 

in the bands of non-bank public. This can then influence the multiplier in the desired 

direction. Although currency/deposit ratio(c) is a function of the cash preferences of 

economic agents, it may be sensitive to interest rate movements, while bank reserves to 

deposit ratio(r) may be influenced by the CBN through the use of reserve requirements. The 

CBN leverage on the money supply depends on a large degree of substitutability between 

cash per se and bills on the part of the non-bank public and a small degree of substitutability 

on the part of the banks. This is due to the fact that in the process of portfolio adjustment the 

short-term interest rate plays an important part. Any rigidity in asset portfolio implies that 

large changes in the interest rates are needed to induce asset holders to change their portfolio. 

Hence, the money supply depends on the portfolio choices of agents through demands for 

currency, time deposit and excess reserve. 

From the above scenario it can be gleaned that the supply of money and credit may be 

affected by persistent advances in banks’ intermediation capacity, thus contributing to longer-

term price developments in asset and goods markets, and in the short-term by market 

perception of the financial soundness of banks. Thus, from a monetary analysis perspective, 

understanding developments in banks’ behavior is an important element in deriving the 

signals for risks to price stability.  

However, banks are not the only financial institutions involved in financial intermediation 

within an economy. The insurance industry is a unique financial intermediary. According to 

Haiss and Sümegi (2006) insurance companies are similar to banks and capital markets as 
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they serve the needs of business units and private households in financial intermediation. 

Insurance companies pool premiums and form reserve funds which equips them to accepts 

thereby enhancing internal cash flow at the assured and creating large amount of assets that 

can be invested in the capital market. Besides, without insurance coverage, large contingency 

funds would be needed to protect firms against risk. These funds would be in the form of idle 

cash or would be invested in safe, liquid, and low-interest-bearing securities. This would be 

an inefficient use of capital. When the risk is transferred to the professional risk bearer, the 

deviations from expected results are minimized. As a consequence, insurers are obligated to 

keep much smaller reserves than would be the case if insurance did not exist. The released 

funds are then available for investment in more productive pursuits, resulting in a much 

greater capital formation (Oke, 2012). Due to the long term nature of their liabilities, sizeable 

reserves, and predictable premiums, life insurance providers can serve an important function 

as institutional investors providing capital to infrastructure and other long term investments 

as well as professional oversight to these investments (Brainard, 2008). Besides, upon settling 

claims the insurance industry facilitates intermediation by putting money in circulation.  

All these signify the capacity of insurers to facilitate financial intermediation which is a 

major medium of money supply. Thus, the insurance industry is deeply involved in money 

supply provision in Nigeria. However, the significance of its involvement has received 

minimal empirical consideration.  

STATEMENT OF THE PROBLEM 

The Insurance Act 2003 in Section 2 (1) (2) and (3), classified insurance business in Nigeria 

into two: Life insurance and Non-life insurance. The involvement of the insurance industry in 

money supply is in an economy is usually attributed to the Life insurance sector given that it 

is the segment of insurance business that has longer term liabilities that allows it to pool more 

fund that can be called upon in financial intermediation. On the other hand, the Non-life 

insurance sector (also known as General insurance) has more of short term liabilities. As 

such, it is the segment of insurance that witnesses quicker and more frequent involvement in 

meeting intermediation demands.  

Empirical models for money holdings are applied for two purposes. First, they are used to 

guide the analysis of monetary developments, as a means of quantifying the contribution of 

various economic determinants to money growth in order to provide a deeper understanding 

of the causes of money growth. This is necessary in order to develop a view of underlying 
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monetary expansion. Second, the models provide a normative framework to assess whether 

the stock of money in the economy is consistent with price stability and to interpret the nature 

of deviations from this norm. An understanding of why the money stock deviates from an 

equilibrium level, defined on the basis of empirical regularities, is therefore essential from a 

monetary policy perspective (Papademos and Stark, 2010).  

In viewing the involvement of the insurance in money supply, empirical consideration has not 

delineated the divide between both sectors of insurance in the context of Nigeria. Particular 

focus has not been given to the general insurance sector given it’s often need to settle 

obligations. Therefore, this study seeks to looks the impact of general insurance business on 

money supply in Nigeria.     

OBJECTIVES OF THE STUDY 

The main objective of the study is to examine the impact of general insurance business on 

money supply in Nigeria. The specific objectives of the study are:      

1. To evaluate the impact of accident insurance premium on money supply in Nigeria 

2. To assess the impact of employers liability insurance premium on money supply in Nigeria 

3. To determine the impact of fire insurance premium on money supply in Nigeria 

4. To analyse the impact of marine insurance premium on money supply in Nigeria 

5. To measure the impact of motor insurance premium on money supply in Nigeria 

CONCEPTUAL REVIEW 

GENERAL INSURANCE (NON-LIFE INSURANCE) 

General insurance or non-life insurance deals with all loss effects that arise as a result of 

mishap to a thing (idea, contract, event, facility, and property). General insurance has eight 

categories. These include Fire insurance business, General accident insurance business, 

Motor vehicle insurance business, Marine and aviation insurance business, Oil and gas 

insurance business, Engineering insurance business, Bonds credit guarantee and surely ship 

insurance business and Miscellaneous insurance business.  

Simply put, this category of insurance virtually covers all forms of insurance except life. 

Unlike life insurance policies, the tenure of general insurance policies is normally not that of 

a lifetime. The usual term lasts for the duration of a particular economic activity or for a 

given period of time. Most general insurance products are annual contracts. There are 

however, a few products which have a long term. 

 



 

Journal on Banking Financial Services & Insurance Research 
Vol. 8, Issue 5,  May  2018, Impact Factor: 5.601    ISSN: (2231-4288) 

www.skirec.org   Email Id: skirec.org@gmail.com 

 

 

 
An International Double-Blind, Peer Reviewed, Refereed Open Access Journal - Included in the International Indexing Directories 

 
Page 5 

MONEY SUPPLY 

According to Sims (2017) most basic definition of the money supply is currency in 

circulation," C. Also called M0". Obviously currency isn't the only thing that can be used in 

exchange - cheques can as well. Next is M1which is cash in circulation plus demand deposits 

(money held in checking accounts), plus travelers checks, plus\other checkable deposits 

(interest-bearing checking accounts). Then there is M2. This refers to M1 + savings deposits 

and money market deposit accounts, small time deposits (e.g. CDs), and money market 

mutual funds  

INSURER AS FINANCIAL INTERMEDIARY (THE ROUTE TO MONEY SUPPLY) 

In order to adjust supply and demand of money, insurers like banks have developed the 

activity of transformation, transforming the structure of maturities (by extending asset 

durations compared to liabilities), the structure of risks (by converting material risks into 

financial risks, or financial risks into credit risks) and the structure of negotiability (by using 

insurance contracts or deposits that are not readily negotiable in and of themselves to finance 

equity and fixed maturity securities, which are) (Trainar, 2001). This transformational role is 

essential given that indivisibilities exist, transaction technologies are not convex, and the 

insurance product market is characterized by asymmetric information (which leads to the risk 

of adverse selection or moral hazard and the cost of ex post verification), factors that tend to 

increase transaction costs and reduce liquidity. In playing this transformational role, banks 

and insurers offer their clients diversification and a risk spread that is closer to the optimal 

structure they could obtain if markets were complete and functioned perfectly. In other 

words, as a financial intermediary, the role of the insurer, like that of the banker, is threefold 

(Trainar, 2001). 

THE INSURER AS LIQUIDITY POOL 

This involves insurance liabilities. The occurrence of a loss imposes adjustment costs on the 

agents affected, which can be thought of as idiosyncratic liquidity shocks that may affect 

agent patterns of consumption and investment. To the extent that these shocks are not 

perfectly correlated within the system, the cash outlay required to repair the damage resulting 

from the loss increases less than proportionately to the number of insured’s covered. By 

pooling individual risks, the insurer is able to reduce the volume of liquidity that the economy 

must maintain to absorb these losses. Hence, the insurer serves as a liquidity pool that saves 

liquidity, thereby making it available for other activities. In playing this role, the insurer 
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contributes to efficient capital allocation within the economy, thereby enhancing the overall 

efficiency of the financial markets. 

THE INSURER AS COALITION FOR SHARING INFORMATION FOR THE 

BENEFIT OF BUSINESSES SEEKING TO RAISE CAPITAL  

This involves insurance assets, as seen from the perspective of the businesses they finance. 

Businesses that raise public equity capital are generally better informed of their quality as an 

investment than individual retail investors are. Consequently, the retail investor who wants to 

build savings by investing in these companies as a way of securing protection against the 

occurrence of certain types of risks faces the problem of adverse selection. In order to signal 

their quality to individual investors, these businesses can invest a significant portion of their 

equity capital in their own projects, which they in fact do, but to a limited degree given their 

aversion to risk and the unreasonably high cost that this strategy implies for ``good'' 

businesses. Insurance provides the latter with a mechanism for presenting themselves to 

policyholders as a homogenous coalition of uniform quality, selected by insurance 

companies, and this in turn allows businesses to procure better financing terms than they 

could if they appealed to each of these investors individually. This coalition is all the more 

effective given that the individual returns of coalition members, which are imperfectly 

correlated among them, can be pooled. 

THE INSURER AS MANDATED MANAGER ON BEHALF OF POLICYHOLDERS 

Once again, this involves insurance assets, but this time from the perspective of the 

policyholder. Returning to the notion of asymmetric information mentioned above, it is clear 

that investors must thoroughly research businesses that raise equity in the capital markets and 

monitor them over time to avoid falling prey to opportunists, and even to punish such 

behaviour when it does occur. By delegating the management of their precautionary savings 

to insurers, policyholders benefit from the fact that the cost of gathering information on 

businesses and monitoring them grows less rapidly than the number of policyholders and the 

volume of funds available for investment. This mechanism is beneficial to policyholders to 

the extent that the returns resulting from this delegation are higher than the cost of monitoring 

insurers, either directly, by policyholders themselves, or indirectly, via public services 

officially charged with this watchdog function in each country. Viewed from this perspective, 

insurance offers a comparative advantage over banking due to its expertise in the area of risk. 
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THEORETICAL FRAMEWORK 

KEYNESIAN APPROACH (LIQUIDITY PREFERENCE) 

The theoretical basis for this study is the Keynesian motive for having money. Keynes (1936) 

abandoned the classical perspective of constant velocity and emphasized on the relevance of 

interest rates. From the Keynesian viewpoint, the three motives for money are the 

transactions motive, the precautionary motive and the speculative motive. 

TRANSACTIONS MOTIVE 

This arises from the need to hold cash for current personal and business expenditure. The 

diversity in the timing of inflow and outflow of funds create the need to hold some cash to 

meet daily expenses till the next cash inflow period. Hence, the higher the level of income for 

income of an economic unit, the higher will be the transactions demand for money and vice 

versa , thus Mt = f(y) where f>0 or LT = kY, where LT is the transactions demand for money, 

k is the proportion of income which is kept for transactions purposes and Y is the income. 

The transaction demand for money is a direct proportional and positive function of the level 

of income. It is important to note here that while Keynes explicitly recognize that the 

transactions demand for money (Md) depends on interest rate, he argued that the influence of 

interest rate was minor compared to that of income. 

PRECAUTIONARY MOTIVE 

Keynes went beyond the classical analysis by recognizing that in addition to holding money 

to carry out current transactions, people hold money as a cushion against an unexpected need. 

These needs may be positive or negative. For instance, events such as ill health, accidents and 

robbery are negative. Keynes believed that the amount of precautionary money balances 

people want to hold is determined primarily by the level of transactions that they expect to 

make in the future and that these transactions are proportional to income. Therefore, he 

postulated that the demand for precautionary money balances is proportional to income. He 

recognized that precautionary money demand depends on interest rate, but the influence of 

interest rate was minor compared with the real income. 

SPECULATIVE MOTIVE 

This need arises from uncertainty about future interest rate. Keynes emphasized risk and the 

uncertainty of expectations as the reasons behind the negative relationship between the 

interest rate and the speculation demand for money. Keynes divided the assets that can be 

used to store wealth into two categories: money and bonds. He then asked the following 
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questions: Why would individuals decide to hold their wealth in the form of money rather 

than bonds? He answered that question by saying that an individual would want to hold 

money if its expected return was greater than the expected return from holding bonds. Keynes 

assumed that the expected return on money was zero because in his time, unlike today, most 

checkable deposits did not earn interest. For bonds, there are two components of the expected 

return: the interest payment and the expected rate of capital gains. Keynes assumed that 

individuals believe that interest rate gravitate to some normal value. If interest rates are below 

this normal value, individuals expect the interest on bonds to rise in the future and so expect 

to suffer capital losses on them. As a result, individuals will be more likely to hold their 

wealth as money rather than bonds and the demand for money will be high. From Keynes 

reasoning, it is concluded that as interest rates rise, the demand for money falls, and therefore 

money demand is negatively related to the level of interest rates. 

EMPIRICAL EVIDENCE 

Lone and Yadav (2016) examined the determinants of money supply in India. The paper 

assesses in detail the major determinants of money supply and how the nature of determinants 

has changed over the period of time. The analysis is based on money multiple processes, 

using Reserve Bank of India’s annual data for the period 1990-91 to 2014-15. The paper 

found the two major determinants one is proximate and the other is policy oriented, however 

latter one has upper hand in determining the money supply. The most important point out 

here comes that the nature and composition of both the determinants have changed, and these 

must have implication from policy perspective.  

Ifionu and Akinpelumi (2015) reviewed the effect and implication of selected 

Macroeconomic variables on Money supply (M2), using derived secondary data gotten from 

the Central Bank statistical Bulleting (2013). Coupled with the application of econometric 

technique such as; O.L.S., causality test and Co-integration of time series data to estimate the 

long and short run relationship and causality of employed variables. The results revealed that 

all variables were stationary at various lags and there exists a long run relationships between 

variables employed and it was discovered that apart from inflation having an inverse 

significance with Money supply (M2) and Exchange Rate (EXR), all other variables such as 

Gross Domestic Product (GDP) were found to have a positive impact on Money Supply. It 

was therefore recommended that Nigeria Banks should be committed to the mission of price 

stability as well as improving the regulatory and supervisory frameworks to secure a strong 
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financial sector for efficient intermediation in other to avoid the inflationary impacts 

government should control the excessive expansion in broad money supply in Nigeria. 

Nduka (2014) examined the long-run demand for real broad money function and its stability 

in Nigeria for the period from 1970 to 2012 inclusive. The study employs the Augmented-

Dickey Fuller and Phillips-Perron tests for unit root, the Gregory-Hansen (1996a, b) co-

integration test to capture endogenous structural breaks in the co-integrating vectors of 

Nigerian long-run money demand function, cumulative sum of recursive residuals (CUSUM) 

and cumulative sum of recursive residuals squares (CUSUMSQ) tests for structural stability 

proposed by Brown, Durbin and Evans (1975). In estimating the canonical specification 

models, extended specifications are also presented. The results of the co-integration test 

suggest that demand for real broad money went through a regime shift in 2005. The results 

further confirm that there exists a long-run relationship amongst real broad money demand, 

real income, real domestic interest rate, real exchange rate, rate of inflation and foreign 

interest rate. However, the result of CUSUMSQ shows that the demand for money function is 

stable, but has undergone some temporary periods of instability. Hence, the apex bank in 

Nigeria should target the broad money (M2) aggregate to achieve macroeconomic objectives. 

Okafor, Shitile, Osude, Ihediwa, Owolabi, Shom and Agbadaola (2013) investigated the 

determinants of income velocity of money in Nigeria, using quarterly time series from 1985:1 

to 2012:4. The study employed the vector auto regression (VAR) and Engle-Granger co-

integration approaches. The study confirms a positive and statistically significant relationship 

between the growth of income and the velocity of money, which supports the quantity theory 

of money. Interest rate also has a positive and significant relationship with the income 

velocity of money. The financial sector development variable adopted, growth rate of stock 

market capitalization, has a negative relationship with the income velocity of money. The 

variance decomposition and impulse response results identified inflation rate as the most 

significant variable to innovations in the income velocity. The results show that the monetary 

authority cannot obtain additional leverage by issuing more money without generating high 

inflationary pressure. 

Bakare (2011) examined the determinants of money supply growth and its implications on 

inflation in Nigeria. The study employed quasi-experimental research design approach for the 

data analysis. This design combined theoretical consideration (a priori criteria) with empirical 

observations and extracted maximum information from the available data. The Nigeria’s 
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secondary data were processed using Eview for windows econometric packages. The results 

of the regression showed that credit expansion to the private sector determines money supply 

growth by the highest magnitude in Nigeria. The results also showed a positive relationship 

between money supply growth and inflation in Nigeria. It demonstrated that a one (1) percent 

rise in money supply in the current period leads to 5.6 percent rise in inflation. All in all, our 

findings discovered that changes in money supply are concomitant to inflation in Nigeria and 

strongly support the need for regulating money supply growth in the economy. This affirms 

the usual argument of the Monetarist school of thought that says money matters.  

Bitrus (2011) examines the demand for money in Nigeria with annual data on both narrow 

and broad money, income, interest rate, exchange rate, and the stock market for the period of 

1985 to 2007. The study employs OLS technique and CUSUM stability test. The results show 

that money demand function is stable in Nigeria for the sample period and that income is the 

most significant determinant of the demand for money. It further shows that stock market 

variables can improve the performance of money demand function in Nigeria.  

METHODOLOGY 

The following univariate models were estimated using Ordinary Least Square regression 

analysis: 

MS = β0+ β1FI + μ 

MS = β0+ β1ACCI + μ 

MS = β0+ β1MOI + μ 

MS = β0+ β1EMLI + μ 

MS = β0+ β1MARI + μ 

Where: MS = Money Supply, FI = Fire Insurance, ACCI = Accident Insurance, MOI = 

Motor, Insurance, EMLI = Employers Liability Insurance, MARI = Marine Insurance, β0 = 

Constant parameters, β1 = Coefficient parameters, and μ = error term.    

DESCRIPTION OF MODEL VARIABLES 

FIRE INSURANCE PREMIUM  

This refers to the gross written premium in fire class of insurance generated by the entire 

Nigerian insurance industry. Accident Insurance premium: This refers to the gross written 

premium in accident class of insurance generated by the entire Nigerian insurance industry. 

Motor Insurance premium: This refers to the gross written premium in motor class of 

insurance generated by the entire Nigerian insurance industry. Employers’ Insurance 
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premium: This refers to the gross written premium in employers’ liability class of insurance 

generated by the entire Nigerian insurance industry. Marine Insurance premium: This 

refers to the gross written premium in marine class of insurance generated by the entire 

Nigerian insurance industry. Money Supply: This refers to Broad Money (M2).  

DESCRIPTIVE STATISTICS  

Table 1 Result of Descriptive Statistics 

 ACCIDENT 

EMPLOYERS 

LIABILITY FIRE MARINE MONEY_SUPPLY MOTOR 

 Mean  4.16E+08  391.6032  4.85E+08  2.37E+08  4691.583  4.84E+09 

 Median  3380.295  286.0350  3628.860  5744.625  1073.889  8752.905 

 Maximum  1.33E+10  1437.450  1.55E+10  7.58E+09  21607.68  1.55E+11 

 Minimum  29.42000  5.806000  35.64900  12.21800  22.29924  99.25600 

 Std. Dev.  2.35E+09  386.0918  2.74E+09  1.34E+09  6573.923  2.74E+10 

 Skewness  5.388159  0.925922  5.388159  5.388159  1.280478  5.388159 

 Kurtosis  30.03226  2.960754  30.03226  30.03226  3.252276  30.03226 

 Jarque-Bera  1129.163  4.574484  1129.163  1129.163  8.829513  1129.163 

 Probability  0.000000  0.101546  0.000000  0.000000  0.012098  0.000000 

 Sum  1.33E+10  12531.30  1.55E+10  7.58E+09  150130.7  1.55E+11 

 Sum Sq. Dev.  1.72E+20  4621073.  2.33E+20  5.57E+19  1.34E+09  2.33E+22 

Observations  32  32  32  32  32  32 

Source: Author’s Eviews Output 

From Table  it is seen that the Standard deviations of Accident, Employers Liability, Fire, 

Marine, Money Supply and Motor are 2.35E+09, 386.0918, 2.74E+09, 1.34E+09, 6573.923 

and 2.74E+10 respectively. In relation to the Mean only Employers Liability had a close 

value to its mean.  The other variables had mean that were far from their respective standard 

deviations.  
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UNIT-ROOT TEST 

Table 2 Stationarity test Result 

Variable Calculated value Order of 

Integration 

Test Critical value 

Money Supply -13.42972 1(2) 1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Fire Insurance  

26358.39 1(2) 

1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Accident Insurance  45127.93 1(2) 
1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Motor Insurance  31243.10 1(2) 
1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Employers Liability -22.95370 1(2) 
1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Marine Liability  116389.4 1(2) 1% level -3.679322 

5% level -2.967767 

10% level -2.622989 

Source: Authors Eviews output 2018 

The unit root tests were run using the Phillips Perron test method. The results of the tests 

show that at level and first difference all the variables were non stationary. However, at 

second difference the variables became stationary.  

Table 3 Result of Johansen Co-integration test 

Unrestricted Cointegration Rank Test (Trace)   

      
      Hypothesized  Trace 0.05   

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

      
      None *  0.998360  379.3351  95.75366  0.0001  

At most 1 *  0.944583  193.3585  69.81889  0.0000  

At most 2 *  0.898373  109.4652  47.85613  0.0000  

At most 3 *  0.615507  43.15816  29.79707  0.0008  

At most 4  0.279936  15.43908  15.49471  0.0510  

At most 5 *  0.184510  5.915017  3.841466  0.0150  

      
       Trace test indicates 4 cointegrating eqn(s) at the 0.05 level  

 * denotes rejection of the hypothesis at the 0.05 level  

 **MacKinnon-Haug-Michelis (1999) p-values 
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Unrestricted Co-integration Rank Test (Maximum Eigenvalue)  

      
      Hypothesized  Max-Eigen 0.05   

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

      
      None *  0.998360  185.9766  40.07757  0.0001  

At most 1 *  0.944583  83.89323  33.87687  0.0000  

At most 2 *  0.898373  66.30708  27.58434  0.0000  

At most 3 *  0.615507  27.71908  21.13162  0.0051  

At most 4  0.279936  9.524060  14.26460  0.2451  

At most 5 *  0.184510  5.915017  3.841466  0.0150  

      
       Max-eigenvalue test indicates 4 cointegrating eqn(s) at the 0.05 level  

 * denotes rejection of the hypothesis at the 0.05 level  

 **MacKinnon-Haug-Michelis (1999) p-values   

Source: Authors Eviews output 2018 

The Johansen co-integration test observes that the result has rejected the null hypothesis of no 

co-integration and established presence of 4 co-integrating equations. The 4 co-integrating 

equations are based on the probability of both the Trace and Maximum Eigen value statistic 

being significant at 5% level respectively. The Trace statistic to critical value for the four co-

integrating equation were 379.3351 to 95.75366, 193.3585 to 69.81889, 109.4652 to 

47.85613 and 43.15816 to 29.79707 respectively. The Max-Eigen statistic to critical value for 

the four co-integrating equation are 185.9766 to 40.07757, 83.89323 to 33.87687, 66.30708 

to 27.58434 and 27.71908 to 21.13162 respectively. 2006. The empirical results suggest that 

there exists a long-run relationship between Money Supply and Fire, Accident and Motor 

insurance premium in Nigeria within the period under review. 

Table 4 Model Goodness of Fit 

Hypothesis Variable Adjusted Coefficient of Determination 

1 Accident 0.194512 

2 Employers Liability 0.085430 

3 Fire 0.194511 

4 Marine 0.194513 

5 Motor 0.194502 

Source: Authors’ compilation from Eviews output, 2018 

From Table 4 Hypothesis one adjusted coefficient of determination
 
of 0.194512 shows that 

19.45% of the total variation in Money Supply in Nigeria could be explained by the model. 

This means that Accident insurance premium can be held responsible for 19.45% variation in 

Money supply in Nigeria. Hypothesis two adjusted coefficient of determination
 
of 0.085430 

establishes that Employers Liability insurance premium cannot be held responsible for 

91.46% of the variation in Money Supply in Nigerian economy. For hypothesis three, the 
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adjusted coefficient of determination at 0.194511 shows that 19.45% variation in Money 

Supply can be attributed to Fire insurance premium. Hypothesis four adjusted coefficient of 

determination was 0.194513 which outlines that change in Money Supply caused by Marine 

insurance premium will less 80.55% of any variation. Motor insurance premium with an 

adjusted coefficient of determination of 0.194502 can be held responsible for only 19.45% 

change in Money Supply.    

TESTS OF HYPOTHESES  

The decision criteria is to accept the null hypothesis if the sign of the coefficient is positive 

and the p-value > 0.05, otherwise reject the null hypothesis while accepting the alternate 

accordingly.   

Table 5 Result of hypothesis one 

Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4145.865 1059.678 3.912382 0.0005 

ACCIDENT 1.31E-06 4.50E-07 2.913074 0.0067 

     
     

R-squared 0.220496     Mean dependent var 4691.583 

Adjusted R-squared 0.194512     S.D. dependent var 6573.923 

S.E. of regression 5900.029     Akaike info criterion 20.26376 

Sum squared resid 1.04E+09     Schwarz criterion 20.35537 

Log likelihood -322.2202     Hannan-Quinn criter. 20.29413 

F-statistic 8.485998     Durbin-Watson stat 0.237713 

Prob(F-statistic) 0.006699    

     
Source: Authors Eviews output 2018 

From Table the regression equation is MS = 4145.865 + 1.31E-06ACCIDENT. The 

regression coefficient point out that accident insurance premium has a positive relationship 

with money supply. In other words, increase in money supply is dependent on 0.00000131 

unit change in accident insurance premium.  

Table 5 shows that p-value was 0.0067. This is less than the level of significance of 0.05 

percent. Based on the Decision rule, we reject the null hypothesis. Thus, we accept the 

alternative hypothesis which states that accident insurance premium has positive and 

significant effect on money supply in Nigeria.   
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Table 6 Result of hypothesis Two 

Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 2431.105 1595.865 1.523377 0.1381 

EMPLOYERS_LIA

BILITY 5.772370 2.924569 1.973751 0.0577 

     
     R-squared 0.114932     Mean dependent var 4691.583 

Adjusted R-squared 0.085430     S.D. dependent var 6573.923 

S.E. of regression 6286.852     Akaike info criterion 20.39077 

Sum squared resid 1.19E+09     Schwarz criterion 20.48238 

Log likelihood -324.2523     Hannan-Quinn criter. 20.42114 

F-statistic 3.895692     Durbin-Watson stat 0.081535 

Prob(F-statistic) 0.057682    

     
Source: Authors Eviews output 2018 

With a regression equation of MS = 2431.105 + 5.772370EMPLOYERS the regression 

coefficient point out that employers liability insurance premium has a positive relationship 

with money supply; that increase in money supply is dependent on 5.77237 unit change in 

employers liability insurance premium.  

Table 6 shows that p-value was 0.0577. This is higher than the level of significance of 0.05 

percent. Based on the Decision rule, we uphold the null hypothesis. Thus, we accept the 

statement that employers liability insurance premium has positive and no significant effect on 

money supply in Nigeria.   

Table 7 Results of Hypothesis Three 

     
Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4145.870 1059.678 3.912385 0.0005 

FIRE 1.13E-06 3.87E-07 2.913063 0.0067 

     
     R-squared 0.220494     Mean dependent var 4691.583 

Adjusted R-squared 0.194511     S.D. dependent var 6573.923 

S.E. of regression 5900.033     Akaike info criterion 20.26377 

Sum squared resid 1.04E+09     Schwarz criterion 20.35537 

Log likelihood -322.2202     Hannan-Quinn criter. 20.29413 

F-statistic 8.485937     Durbin-Watson stat 0.237712 

Prob(F-statistic) 0.006699    

     
Source: Authors Eviews output 2018 

The regression equation for hypothesis three is MS = 4145.870 + 1.13E-06FIRE establishing 

that fire insurance premium has a positive relationship with money supply; meaning that 

increase in money supply is dependent on 0.00000113 unit change in fire insurance premium.  
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Table 7 shows that p-value was 0.0067. This is less than the level of significance of 0.05 

percent. Based on the Decision rule, we reject the null hypothesis. Thus, we accept the 

alternative hypothesis which states that fire insurance premium has positive and significant 

effect on money supply in Nigeria.   

Table 8 Results of Hypothesis four test 

Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4145.859 1059.678 3.912376 0.0005 

MARINE 2.30E-06 7.91E-07 2.913076 0.0067 

     
     R-squared 0.220496     Mean dependent var 4691.583 

Adjusted R-squared 0.194513     S.D. dependent var 6573.923 

S.E. of regression 5900.027     Akaike info criterion 20.26376 

Sum squared resid 1.04E+09     Schwarz criterion 20.35537 

Log likelihood -322.2202     Hannan-Quinn criter. 20.29413 

F-statistic 8.486013     Durbin-Watson stat 0.237714 

Prob(F-statistic) 0.006699    

     
Source: Author’s Eviews output, 2018  

The regression equation for hypothesis three is MS = 4145.859 + 2.30E-06MARINE. It 

points out that marine insurance premium has a positive relationship with money supply; 

meaning that increase in money supply is dependent on 0.0000023 unit change in marine 

insurance premium.  

Table 8 shows that p-value was 0.0067. This is less than the level of significance of 0.05 

percent. Based on the Decision rule, we reject the null hypothesis. Thus, we accept the 

alternative hypothesis which states that marine insurance premium has positive and 

significant effect on money supply in Nigeria.   

Table 9 Results of Hypothesis five test 

Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 4145.898 1059.683 3.912393 0.0005 

MOTOR 1.13E-07 3.87E-08 2.912989 0.0067 

     
     R-squared 0.220486     Mean dependent var 4691.583 

Adjusted R-squared 0.194502     S.D. dependent var 6573.923 

S.E. of regression 5900.066     Akaike info criterion 20.26378 

Sum squared resid 1.04E+09     Schwarz criterion 20.35538 

Log likelihood -322.2204     Hannan-Quinn criter. 20.29414 

F-statistic 8.485506     Durbin-Watson stat 0.237709 

Prob(F-statistic) 0.006700    

     
Source: Author’s Eviews output, 2018  
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The regression equation for hypothesis three is MS = 4145.898 + 1.13E-07MOTOR. It shows 

that motor insurance premium has a positive relationship with money supply; meaning that 

increase in money supply is dependent on 0.000000113 unit change in motor insurance 

premium.  

Table 9 shows that p-value was 0.0067. This is less than the level of significance of 0.05 

percent. Based on the Decision rule, we reject the null hypothesis. Thus, we accept the 

alternative hypothesis which states that motor insurance premium has positive and significant 

effect on money supply in Nigeria.   

Conclusion 

The following are the findings of the study: 

1. Accident insurance premium has positive and significant effect on money supply in 

Nigeria.   

2. Employers liability insurance premium has positive and no significant effect on money 

supply in Nigeria.   

3. Fire insurance premium has positive and significant effect on money supply in Nigeria.    

4. Marine insurance premium has positive and significant effect on money supply in Nigeria.   

5. Motor insurance premium has positive and significant effect on money supply in Nigeria 

An insurer is an institution, the core operations of which consist of accepting premium and 

paying claims to the public. Through the duality of generating premium and settling claims 

insurers fulfil a number of functions: they offer liquidity (through policy loans, reserves and 

investments in selected financial instruments) and indemnify the ones who suffer a loss, 

undertake the screening and monitoring of a cover-worthiness of a would-be insured, 

redistribute risks and transform asset characteristics. The liabilities of an insurer do not 

constitute the core of broad monetary aggregates. In other words, the insurance industry do 

not seem to play a leading role in the supply of broad money. However, from the findings of 

the study it is understood that with the exception of employers liability insurance, accident, 

fire, marine and motor insurance all have significant impact on Money supply in Nigeria.   
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