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The Conduct of Monetary Policy by the Central Bank of Nigeria 19591995
by

r B. A. Oke*

The statutory powers of the Central Bank of Nigeria, CBN to conduct monetary and financial
policy derives from the CBN Act of 1959 as amended in several decrees and consolidated in
decrees 24 and 25 of 1991. More specifically, the laws state that the Bank's principal objective
*shall be to issue legal tender currency in Nigeria, to maintain ¢ ernal reserves, to safeguard the
international value of the currency, to promote monetary stability and a sound financial structure in
Nigenia and to act as banker and financial adviser to the Federal Government'. The Bank since its
inception broadly interprets the objectives of its monetary policy functions to include:

(i) the achievement of relative stability of domestic prices;

(ii) maintenance of a healthy balance of payments position and a stable exchange rate;

(ii} the promotion of a rapid and sustainable rate of economic growth and development: and
(iv) the development of a sound financial system.

For analytical purpose, the 35-year period which the CBN has conducted monetary and finan-
cial policy can be conveniently divided into two regimes;

(i) The regime of direct controls and institutional development, spanning the pertod
from 1960 - 1986; and

(1)) The regime of indirect controls, financial reform and deregulation, from the adoption of
Structural Adjustment Programme (SAP} in September 1¢ ) to date.

The direct technique of monelary policy aims at influencing the cost and availability of b-mk credlt
the regulation of depos:t and lending ratcs as |l as sectoral credit ™ = 7
B ’ use nf ma
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Bank. Thus. indirect monetary policy actions are expec!  to be transmitted to the rest of the
economy through the financial markets.

For ease of exposition, the presentation will be divided into six parts. Part I contains the
theoretical framework for the design of monetary policy. Part IT deals with the conduct of monetary
and financial policics and the regime of direct control in 1960-1986. Factors and developments
which influence the Bank in adopting specific policy stance and the use of policy instruments are
indicated. Part IIl summarises the outcomes of policies pursued during the regime of direct con-

* Mr. B.A. Oke is a former Chief Research Officer, CBN.
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Given the computed values of broad money M2, foreign assets (net) NFA and other assets net
OAN. the credit absorptive capacity of the economy, i.e., the change in aggregate domestic credit
(NDC), consistent with growth in real GDP, inflation rate and balance of payments target follows
from equation (2}, such that:

NDC = M2 - NFA - OAN .. C)]
ANDC = AM2 - ANFA - AOA ... SO URRRRPO (5)

The ensuing addition to aggregate domestic credit is then decomposed into change in credit to
Government (DCG) and change in credit to the private sector (DCP). Hi  ngd  rmined the level
of government deficit to be financed by the banking system, credit to the private sector is derived as
a residual:

ADCP= ANDC = ADCG oot (6)

The DCP so derived becomes the maximum amount of increase in credit  be extended to the
private sector. The framework just described had formed the basis of the credit ceilings imposed on
individual banks until they were dispensed with in September, 1992.

Under tne indirect approach, the level of monetary and credit aggregates consistent with the
achievement of macroeconomic objectives continued to be determined by the CBN as explained
above, but the achievement of the target is through the control of base money (B). The feasibility of
controlling bank credit and hence money supply in this way hinges on the principle that banks
maintain a stable relationship betweent  ir reserves (vav  cash and deposit with central bank) and
the amount of credit they extend, such that credit control can be achieved by controlling base
money.

Concepts of Monetary Base or Base Money

Monetary base (B) is composed largely of:

(i) currency with non- nk public (C ).

(i)  cash reserves of banks (R) comprising vault cash and balances held with the central bank;
The main sources of base money (B) comprise:

(i)  Net Central Bank Claims on Government (NCGCB)

(i) Net Foreign Assets (NFACB), and
(iii) Other assets (net) of the Central Bank (OACB)



Thus, the balance sheet identity of the Central Bank can be written as:

NCGCB + NFACB+OACB=Cp+R=B ... 0]
The Concept of Money Multiplier

The process of money creation and the concept of money multiplier derive from the

idea that banks can and do expand money supply by a multiple of reserves available to them.
This is exhibited in the relation:

Where M2 = Money Supply broadly defined

i

Money Multiplier; and

m
B Base Money.

It

From (8), the multiplier may be derived as:

m = M2/B=(Cp+D)(Cp+R)=(Cp/D+D/DY}(Cp/D+R/D) .......... 9)
OF T = L e e (10)
ct+r

Where D = deposit held by banks;

C ratio of currency to deposits;

1

r ratio of bank reserves to deposits;
and all other variables are as previously defined. Following from equation (10). equatior (8) may
be re-written as follows:

M2 = {(I+CHC+ IR * CP) coooeroroeeeeeeees oo (11)

Equation (1I) can be used to estimate the level of money supply arising  m a given level of base
money (B) and the multiplier. Consequently, the Central Bank can control the money supply (M2)
through changes in bank reserves (R) and currency outside banks (Cp ) which, as shown above, is
comprised of its known liabilities.

The Central Bank can also influence the multiplier (m) in the desired direction. The
currency-to-deposits ratio (c) is a function of the preference of economic agents for holding
money cither in the form of currency or demand deposits. While this ratio is generally thought
1o be outside the control of the Central Bank, it may be sensitive to interest rate movements. Bank
reserves to deposits i 3 (7) may be influenced by monetary policy instruments such as.interc  rate
and open market operations (OMQ). More importantly, (r) can be dire y influenced by the
Central Bank through the use of reserve requirements,
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PART H
THE CONDUCT OF MONETARY POLICY 1960 - 1986

For analytical purposes. the period 1959 to 1986 can be divided into three (3)
sub-periods:
()] The formative years 1959 - 1969
(i)  The oil boom era 1970 -1979
(iii) The collapse of the oil boom 1980 - 1936

The Formative Years: 1939 - 1969

From its inception in 1959 and like the central banks of other developing countries, the

Ce  al Bank of Nigeria was largely influenced by the then popular doctrine of 'cheap money policy'
and the use of direct controls. Similarly, developments in the economya  the changing views of
the monetary authorities on the perceived role of ¢ financial system continued to influence tl
design and implementation of monetary and financial policies. The initial strategy was . hc
Nigerianisation of the credit base" through the creation of local money and capital m ‘et
instruments which will eventually enable the CBN implement monetary policy. The second policy
strategy.  ich was in accord with contemporary economic thought, was the use of cheap 1 ncy

licy to finance rapid economic development, through keeping interest rates low and the creati
of Development Finance Institution (DFIs) to finance targeted sectors at low rates of interest.
Thirdly. as the financial system grew, more attention was diverted to increasing the powers of the
CBN and strengthening its supervisory and regulatory capaci  in order to improve the financial
structure,

The three m _ r developments which helped to promote cheap money policy in the period
were:

(i) The First National Development Plan 1962 - 1966,

(i) The socio-political crisis of 1966 which culminated in a 30-month civil war lasting July 1967
to Janua 1970; and

(iii) The collapse of the consortium arrangement for financing the Nigerian export produce
in 1968.

The Conduct of Finan 1 and Monetary Policy

In order to create an instit  Jnal environment in which cheap money can be raised for
economic development, the CBN took the following steps:

(i) increasing the issue of Federal Government Development Stocks which had been i aduced
in 1958;
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Monetary policy objectives as well as the application of direct instruments of policy
remained in vogue throughout the period. However, the permissible aggregate credit expansion
target and consequently the ceiling imposed ¢ individual bank's credit expansion were progre-
ssively reduced. The ceiling on individual banks credit which was 30 per cent between 1980-82
was reduced to 7 per cent in 1985,

PART HI

AN APPRAISAL OF MONETARY AND FINANCIAL
DEVELOPMENTS 1960 - 1986

Institutional Developments

The Nigerian financial systemn witnessed a rapid structural expansion during the period
1960 - 1986, The rudimentary financial system inherited by the CBN in 1960, consisting of 12
commercial banks, ith assets of only ®¥236million: | finance house, a few forcign owned
insurance companies, Regional Government-owned finance corporations and loan boards, some
co-operative societies and thrift institutions and the Lagos Building Society, has by 1986 grown
into a relatively well developed financial system. Before the adoption of SAP in 1986, the
Nigerian financial system is reputed for being one of the most complex and diverse in
Sub-Saharan . .rica. It could boast of:

— 29 Commercial banks with 1,394 branches and assets equal to331,995 milli

— 12 Merchant banks with 27 branches and assets equal to3¥5, 1 million;

— 4 Development banks with assets equal to#%2,162 million;

— 80 + insurance companics with assets equal to¥%2.032 million;

~ 23 Registered Stock brokers and fina  : companies;

~ A nation-wide Post Office Saving Bank; and

- The Nigerian Stock Exchange bas  in Lagos with two trading floors outside Lagos.

Developments in Monetary Aggregates and other Macre Economic Aggregates

Some of the outcome of monetary policy measures and the extent to which policy
objectives were achieved are examined below: The objectives of monetary policy were largely met
from 1959 to 1975. Ho er, int1 sub- riod 1975-79 1 netary aggregates, the fiscal deficit,

‘DP growth rate, inflation rate and the balance of payments position moved in
undesirable directions. The annual average rates of growth in narrow money M1 and broad money
M2 which stood at 24.5 and 24.3 per cent, between 1970 - 1974 rose to 41.4 and 36.9 per cent,
respectively, in the period 1975 - 1979, Growth in net foreign assets was the major source of
monetary expansion in the period 1970 - 1974, by contrast, growth in net domestic credit,
especially to government became the major source of rapid monctary expansion in the period
1975-1979. From a position of surplus in 19701974, Federal Government fiscal operations
resulted in increased deficits which averaged 6.1 per cent of nominal GDP in 1975-1979. The
GDP growth rate declined from 10.3 in the sub period - 1970-1974 to 6.4 per cent between,
1975-1979 while the inflation rate rose from [0.4 to 20.3 per cent. The balance of payments
position moved from a buoyant surplus to deficit within the decade under review.
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(ii) the banking industry -oming less competitive as market shares of banks are strictly
determined by the credit ceilings;

(iit) loss in competition which in turn would lead to reduced efficiency of the system as banks are
required to undertake the same proportional lending, irrespective of their efficiency:

(iv) the growth potentials of dynamic small- -medivm new banks being constrained by the
imposition of ceilings;

(v) credit ceilings generating arbitrarily high lending rates and other distortions in the adminis
tration of the limited loanable funds at the disposal of banks;

(vi) banks adopting various ploys to circumvent the ceiling by window dressing and/or
falsification of returns and by the use of off-balance sheet items such as acting as “brokers”
between providers and takers of funds. Such practices, in the Nigerian case, severely lowered
the efficiency of the banking system and reduced the system’s share of the financial market, as
uncontrolled informal financial institutions grew (e.g. the phenomenal growth in the num
of fina : houses):

(vii) more resources and the supervision efforts of the Central Bank being divertec  the enforce
ment of compliance with credit ceilings and interest rate regulations etc., with less attention
being devoted to the more important issues of solvency and general “health”  the financial
system with serious long-term consequences.

Increased awareness of the adverse consequences of  incial repression and pressure from the
World Bank and the International Monetary Fund (IMF) were, among other things, the
compelling reasons for moving from a regime of direct controls to that of indirect controls and
financial reform which is the subject matter of the next section.






(ii)

(ii1)

(iv)
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(c) Rationalisation of Sectoral Credit Allocation

The sector and sub-sector specific credit distribution targets were compressed from about
18 to 4 sectors in 1986 and to only 2 in 1987. Under the two-sector categorisation.
agricultural and manufacturing enterprises were classified as priority sectors to which at
least 50  r cent of each banks credit were allocated, and other sectors were to receive at
most 50 per cent.

Cash Res ve Requirements

Cash reserve requirements had been in use since 1988. Commercial Banks’ cash reserve
requirements were initially set at 2% and 5% of demand deposits for smali and big banks
respectively in August, 1988, The ratios were raised in January and April 1989, and again
in January 1990, when they reached 5 - 8 per cent, respectively. Merchant banks, hitherto
excluded were subject to cash reserve requirement of 5 per cent in January 1990. In 1991,
the base for calculating cash reserve requirements was extended bevond demand deposit to
include time and savings deposits, as well as net interbank placemcnts. The ra  was then
fixed at 3 per cent of total demand liabilities of each bank. This ratio was raised to 6 per
cent in September 1992, when credit ceiling on individual banks was lifted.

Liquidity . tio

Liquidity ratio had been fixed at 25 per cent of commercial banks' demand liabilities since
the inception of the CBN in 1960. In September, 1986, the liquidity ratio of commercial
banks was raised to 30 per cent and for the first time a ratio of 30 per cent of demand
deposits and call money was imposed on merchant banks. In January 1988, the liquidity
ratio of merchant hanks was varie o 30 per cent of demand deposits and call money to

0 per c.... 6: wnal deposits. This was raised to 30 per cent in 1990, in line w | the ratio
for commercial banks.

Deregulation of Interest Rates

In order to amcliorate the distortions associated with regulated interest rates and crcate a
suitable environment for the use of open market operations, banks' deposit and lending rates
were deregulated in 1987. The Federal Government re-imposed controls on the interest rate
structure in 1991, removed them in 1992 only to be re-imposed in January 1994 and 1995.

Some modifications made in interest rate policy during the period included the following:

- In November 1989, an agreement between banks and the CBN stipulated a maximum
spread of 7.5% between savings deposit rate and the prime lending rate and a
maximum difference of 4% between the prime lending rate and the maximum lending
rate of each bank, within the deregulated interest rate framework.

- In January 1989, banks were required to pay interest of up to 5% on demand deposits,
the actual rate to be agreed between the bank and the customer. Payment of interest
on demand deposit was made mandatory since January 1990.
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To alleviate the widespread problem of bank loan delinquency:

@

(i)

Laws should be enacted or existing laws up-dated and forcefully applied to speedily
liquidate the assets of delinquent borrowers. The Failed Banks (Recovery of Debt) and
Financial Malpractices in Bank Decree of 1994 is a move in the right direction, but it is
medicine after death. The intention of the proposed law is to forestall the "killing of banks"
by delinquentb  wers.

Data on delinquent borrowers ~ uld also be kept by the CBN or a mandated institution,
and the centralised information should be made available to banks and used by the CBN to
continually assess the quality of banks' loan portfolio.

Reduce Cost of Financial Services

The high cost of financial services deters ~ : public from using the banking system
which in turn hinders financial development. Cost of financial services should be reduced

by:
(i) Redu on in reserve requirements.

(ii) Elimination of directed credit and the fines imposed for non compliance, the costs of
which are subsequently passed to the customers.

(iii) Relieving banks of the burden of it  sting specified proportions of their deposit in
treasury instruments for financing government defi:  spending.

Restore Confidence in the F° ancial Sector

Public confidence has been eroded by pervasive distress in the "1 ial sector. The

regulatory authorities should increase the.. efforts to restore confidence by:

W

(i)

More timely resolution of the problem of distressed banks: they should either be liquidated
or re-capitalised and restructured for sale to new owners or acquisition by viable institutions.

Continuous improvement and strengthening of regulatory and supervisory capacity to
enforce capital adequacy and asset quality g.....lines.

Co-ordination of Monetary and Fiscal Policies

Persistent fiscal deficits, largely £--aced at below market rates, are incompatible with

financial liberalisation. The inherent cost in terms of inflationary pressures and exchange rate
depreciation is too considerable to be ignored. Therefore:

(i)

Government should borrow at market rates from the pubtic rather than the banking sector.
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(ii) The provisions of CBN Decree No. 24 of 1991 limiting CBN financing of government
deficit to 12.5% of estimated government revenue in any fiscal year should be observed.

(iii) Measures enshrined in the SAP for reducing and streamlining government expenditure and
increasing government revenue should be faithfully implemented.

Keep the Real Exchange Rate Stable

The real exchange rate can be stabilised more easily by the stabibisation of inflation rate at, or
below the inflation rates of the countries of intervention currencies.
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TABLE 1

FACTORS AFFECTING MONEY SUPPLY, 1963 - 1994
(in 3¢ million unless otherwise Indicated)

1963 1965 1970 1975 198G 1981 1932 1983 1984 1995 1986 1987 1988
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CREDY TO DOMESTIC ECONOAY 2124 3364 11400 4836 T0TBTS 162685 DLA0T0 0 TRINDL 31476 326BO 3 368191 469064 ST3283
CREDIT TO PRIVATE SBECTOR 2106 2320 4784 17701 70909 26547 1L3TES 123339 129420 13,7002 173650 254761 M TG

of which Comun, & Merch Hanks' clams 178.3 2RB G 345.0 3823 34T 1,704 TATE2 112011 116398 122766 157386 235588 7 1
CREDIT TO FED GOVT i3 544 G624 -I2BL5 0 35906 66143 105355 153182 13,1994 188301 93541 214503 275527

of which CEN claims on Govt. 4.5 434 B4 18887 056 % 4.580% 75570 10,52R2 4093 BB341.7 148844 142935 21,7678
FOREIGN ASSETS (NET) 168 4 1630 1376 380 50409 23193 L0669 894 8§ 14563 13311 5406193 80647 10,2670
OTHER ASSETS (NET) P Hoo - AED SWe o 203D 32997 LKOTOR RO N03T6 0eP2RITEN) 22RO T -24RIZ0
BROAD MONEY (M2) 3562 4374 000 36225 143974 155481 168941 193680 115605 238186 242154 3709238 427803
QUASIMC Y I 1404 a6 [.518.4 S 1T06  SEC3T 68354 B0RES 93964 103508 114871 17,3666 116317

MONEY Si,fl:PL\' (M) 2632 T G084 Iuddil 92268 9749 J0EE T (12824 120641 132678 127283 147162 21486

Contribution to growth of M1 (%)

CREDIT TO DOMESTIT ECONONMY 471 2534 -176 503 8 94 579 614 262 126 e 4 06
CREDIT T PRIVATE SECTOR Py o913 224 2652 87 176 9.8 52 6.2 216 637 »z
of which <'omm. & Merch banks' clams 4.1 AR i85 1572 N6 9.2 o 1l 52 LA 614 258
CREDIT TO FED. GOVT. 2006 191 8 -3195 2386 317 40.2 527 210 6.4 36 15.7 414
of which CBN cjaims on Govt. 18.3 331 -39 1377 393 303 M6 5.3 47 455 4.6 SOR
FOREIGN ASSRTS {NET) 1.7 -2 3 6053 88.1 -332 2153 1.7 50 3.1 240 30 15.0
OTHER ASSETS (NET) 7.0 959 -559 - 8 -i3% -285 -36.1 -1ie 28 S22 414 -13.0
QUASI MONEY 5.0 635 2033 1757 6.9 10.7 124 115 95 71 462 909
MOKEY SUFPLY (Mi) 204 g9 136.0 3514 56 k3 123 78 21 [CAY 157 43 6
MORKEY SUPPLY (Mi) check: 204 919 236.0 3514 56 31 123 7R 91 (413 157 430
62 6.4 il & 150
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TABLE1 (Contd)

1989 1590 1991 1992 1093 1594
CREDIT TO DOMESTIC ECONOMY 492549 | 55,976 5 §3,8237 143,735 7 203 3506227
CREDIT PO PRIVATE SECTOR 308428 30,631.0 45,3252 61,0263 95,285.0 122,273.3
of which Comm. & Merch. hurks' claims 29,440 6 1352309 4303360 57094} 90,6253 Li6,870.6
CREDIT TO FED GOVT 18,3163 30,4455 38,4965 80,7154 17E.8495 2283495
of which CBN claima on (Govt 15,189 R 229934 3e.1827 78,5561 140,939 | 1821927
FOREIGN ASSETS (NET) 23,2000 44,8322 55,7949 39,3903 387,11.3 58,804
OTHER ASSETS (NET) 263262 16906 0 58466, 1 -S2608.2 -140387.0 141757 0
BROAD MONT Y (W2 462225 54,9027 36,748.0 2877 19,4586 67159 8
QUAS] MONEY 20,5253 27,6690 36,788.0 53,111.2 76,0679 95,755.1
MONEY SUFPLY (ML) 172.004.7

25,6576 37,2337 49,364.5 75.406.5 116,350.7

Contributinn to growth of M1 {%5)

CREDIT TO DOMESTIC ECONOMY 3R 68 9 4532 1173 175.6 657
CREDIT TO PRIVATE SECTOR 35 221 234 3.8 454 232
of which Comm & NMerch banks' claims QG 411.7 -47.6 285 M3 n4
CREDIT TO FED. GOVT. 437 458 219 B5.5 1301 42.5
of which TBN claims on Govt A1 04 247 919 827 353
FOREIGN ASSETS INET} 61.6 EER 375 -39.3 5.8 0.2
OTHER ASSETS (NET) 1.2 -8 ] -257 T8 116.4 42
QUASIMONEY 52 738 2343 334 30.4 169
MONEY SUPPLY (M1} 215 4.9 326 52.% 544 4748
MONEY SUPPLY (R} cheek M e 32.6 A28 544 218
Narow hioney (M1) Tuget Growth Rate 7 130 146 243 00 9.1
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TABLE 2

ASSETS OF FINANCI  INSTITUTIONS
(N" milllon)
1980 1981 1982 1983 1984 1985 §986 1937 1988 1989 1990 1991 1992 1993 1994
TOTAL ASSETS 28,647 24429 | 39476 1 48,825 52,206 [100.800 79493 | 100,657 | 145,206 | (84,838 [255,795 | 346,475 |488,961 (702,003 | 130,141
Central Bank of Nigeria 9,357 9,709 10,658 14,623 14,341 15,728 26,654 33,183 61,522 87,650 1133359 | 183,265 | 234,255 320,210 | 397,274
BANKING SYSTEM 17,349 |12.377 25,985 31,007 34513 81,397 43,024 62,108 76,432 86,661 |110,378 | 147,505 1232278 344,774 | 394,014
Commercial Banks 16,341 10,478 22,662 | 26,702 30,017 | 31,396 39,579 49,828 59,228 | 64,874 | 82,958 [ 117,512 | 181,736 [275.476 | 324,002
Merchant Banks 1,008 1,899 3,308 4,30% 4496 | 50,001 8,445 12,280 17,204 | 21,787 | 27420 29,993 1 50,542 69,298 | 70,012
OTHERS 1,941 2,343 2,853 3,195 3,352 3,675 4,815 5,366 7,252 10,527 | 13,058 15,705 | 22.428 37,019 | 38,3854
Development Banks 1/ £57 795 1,077 1,101 1,138 1,052 1,529 1,727 2,07 2,855 3,879 4,760 9309V | 21,510 | 24917
Ingurance Companies 49 1,049 1,310 1,552 1,138 2,092 2,647 3,162 4,472 6,741 8,060 9323 | 10,458 13,741 | §1,580
Federal Mortgage Bank 335 499 466 542 1,664 531 639 477 709 931 1,11% 1,622 2,661 1,768 2,357
(PERCENTAGE SHARES)
TOTAL ASSETS 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1000 1000 1000 1000 100.0 100.0 1000 1000
Central Bank of Nigena 327 397 270 299 215 156 33 330 424 474 519 529 479 456 479
BANKING SYSTEM: 06 50.7 65.8 635 6.1 8038 &04 617 16 ®%w9 430 41 6 475 H1 415
Commercial Banks 57.0 29 574 54.7 575 EIN| 49.8 495 08 4 323 139 3l 352 %0
Merchant Banka 35 78 84 18 86 8.6 [[eX.] 22 e s 107 87 101 99 14
OTHERS 6.8 9.6 12 6.5 64 kX 61 53 50 57 51 45 4.6 53 47
Development Banks 13 33 27 23 22 1.0 1.9 17 14 15 1.5 14 1.9 31 10
Ingurance Companies 33 43 33 3,2 32 21 33 kN EX | 16 31 27 21 20 14
Federal Mortgage Bank 1.2 0 12 11 1.5 0.5 08 L] [ ] 05 04 0.5 05 0.3 03

1/ Nigenan [ndustnal Development Bank,
Nigerian Agricultural and Co-operalive Bank and
Nigerian Bank for Commerce and Industry.
*  Provisional.
*+  The figares mxy not total up to OTHERS due Lo rounding-up emors
Source:  Ceniral Bank of Nigeria.
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TABLE 3
INSTITUTIONALISED FINANCIAL SAVINGS
(A million)
1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994
Commercia! Bank Deposits 5163 | 5024 | 6,838 8,083 9,391 | 10,551 | 11488 | 15089 | 18397 1 17813 | 23,137 | 30,360 | 42439 | 60891 | 76,128
National Provident Fund 339 405 443 475 503 3 581 614 651 699 724 650 737 7817 857
Federal Savings Bank 7 6 b 5 8 8 17 20 2 38 NA N.A NA NA WA
Federal hMongage Bank 41 57 T5 90 114 118 121 134 196 213 303 434 720 820 845
Merchant Bank Deposits 220 328 691 754 971 1,318 1,740 2823 3,983 3971 4,349 5,007 § 11,665 19,297 | 20,639
COther & 0 0 0 o] o o 0 0 1,067 1.137 1,238 1.753 N.A. N.A
Total 5770 | 6,620 | 80352 | 9445 | 10989 { 12539 | 13,947 | 18860 | 23249 | 23,800 | 29.652 | 37,739 | 57,343 | 81,780 |98,469

Sowrce- CBN Annual Report and Statement of Accounts

N.A. - Nene Avatlable
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SELECTED PREDOMINANT INTEREST RATES AND INFLATION RATE (PER CENT)

TABLE §

Rates 1980 1981 1982 1983 1984 1985 198¢ 1987 1988 1939 1990 1991 1992 1993 1994
M umum Rediscount Rate 6.0 6.0 8.0 3.0 10.0 10.0 i0.0 12.3 128 18.5 185 15.5 17.5 250 135
Treasury Bills Rates 50 5.0 70 10 BS 85 B.5 118 11.8 17.5 185 145 21.0 26.9 125
Treasury Cerlificate Rates:
(a) One-year maturity 55 5.0 1.5 75 9.0 9.0 9.0 123 123 164 18.2 155 220 274 13.0
(b} Two-year marunty 60 6.0 8.0 3.0 95 95 9.5 12.8 128 178 185 155 225 278 13.5
A. COMMERCIAL BANKS
1. DEPOSIT RATES:
(s) Time: {i) 3 Months 58 55 13 13 o8 93 93 149 13.9 18.9 19.8 15.7 208 05 133
(it) 3-5hfcnths 60 60 15 75 95 95 9.5 153 121 216 204 161 223 233 135
{i1) 6-12 Months 63 65 7.8 18 98 98 93 15.8 143 214 209 16.5 221 24.0 13.8
() Over 12 hihs 6.0 80 BG 10.0 10.0 10.0 158 143 2 20.9 16.5 205 28.G 138
{b) Savings Deposit 65 50 75 75 9.5 9.5 9.5 14.0 145 164 178 147 181 167 -
6.0
2 LENDING RATES. .
(a) First Class Advances
(b) Other Advances 75 7.8 10.3 10.0 125 93 10.5 1.5 16.5 2638 26.8 202 29.3 36.1 20.5
95 100 118 115 130 118 120 19.2 176 246 265 210 312 18.3 21.0
B. MERCHANT BANKS
1. DEPOSIT RATES:
(a) Time: (i) 3 MNonths 14.5 220 235 180 380 40.1 13.9
{u} 3-6 Months 15.0 240 225 184 382 393 143
{iii) 6-12 Months 15.5 25.0 2319 184 310 392 145
(iv) Over 12 Mths ¥5.5 280 241 189 355 387 146
2. LENDING RATES:
(2) First Class Advences 16.0 300 26.5 214 46.2 590 208
1 Other Advances 170 30.0 29.0 21.0 50.6 62.7 21.0
INFLATION ] 9.9 209 17 232 396 5.5 54 10.2 383 40.0 15 130 446 572 570
W Inflation as measured by the Consumer Price Index of the FOS

Source; Central Bank of Nigena
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