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_run and short-run determinants of gross domestic savings in Nigeria over the periyg

cro-financial characteristics in determining the level of domestic savings. Tp,
study employed the ARDL coiategration procedure in the estimation and it confirms the presence of a long-ny,
cointegrating relationship between domestic savings and its determinants. The results show that remittances ang
financial development are significant financial determinants of gross domestic saving in Nigeria. Other determinan
are the growth of real per capita income, age dependency ratio, fiscal deficit, and deposit interest rate. Therefore, these
important determinants of saving accumulation in Nigeria should not be ignored by policymakers in formulating
capital accumulation policies. This study recommends that the need for government policies aimed at leveraging cash
flows to facilitate capital accumulation savings and investment. Moreso, the interest rate policy should take market
conditions and public requirements into consideration when determining interest rates. Furthermore, there is the need
to create a conducive environment for receiving remittances by promoting financial development.

Abstract: We examine the long
1987 to 2019. The importance of ma

Keywords: Gross Domestic, Savings, Nigeria

1 Introduction
In the literature on economic growth, savings are identified to play a critical role in enhancing economic growth.
Solow (1956) indicates that higher savings contribute to capital accumulation, a crucial driver for economic
growth. Despite the benefits of savings, the amount of domestic savings is low in Nigeria. Many factors
contribute to Nigeria’s low level of savings, including banks' neglect of small and medium-sized savers 0
favour government deposits. There is also a low grassroots savings mobilisation, as banks set unrealistic
(rii(z;lér;xix;esnts' that need to be fulfilled before they open the accounts (Ir_noisi et al., 2018). The problems of low
e ::;gsgg lwe(r;leigiom;;ourided by l‘;)w and negative savings deposit rates. The lo‘w.savings rate represents?
ookt (Imoisi = ;Is goqké)m(;te domestic savings and thus people are not lelllng to compromise ther
et firide, i fe.q c;u . d) av;ngs are one of the most important economic strategies for mobl]xsmgf
domestic savings ’remains a core n;Yer lor i’fonom.lc growth .(Adedokun‘ e 6.11" 2920) : An gdequate supply &
e slgrr: Ipo icy N?b_]ectlve, mainly due to its dxre‘ct impact on the growth process
ke e 1 uhants (Mumba & Lusaya, 2019). The higher likelihood of savings fror"
remittances gives hou5eh01dp the y the rt.:latwely high costs of these transfers. Therefore, foreign-currency
er———- T s the opportunity to save more. Consequently, the higher the value of t¢
y households, the higher their chance of savings.
The primary sour ; y :
Moreso, hgher d(f;z:t(i:: l:;t::nac: umdulam?q and inve:'stment financing are savings, particularly domestic savings
term growth sustainability (Al ger a:?O 1addltl°na] capital stocks support countries' development by ensuring 107"
doqxestic savings to strengther:) th’e fin 8). :An effective and well-developed financial sector is yital for mobilisié
savings by improving the level of fi ancial sector. Hence, a developed financial system is expected to incr? &
persanito perscntlosy of s mnancial intermediation process (Etudaiye-Muhtar & Agboola, 2019). The
nces within household will directly affect savings by increasing the dispOSable
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income of transfer-receiving households (Akter, 2018). Households typically do not spend all the remittance
received on consumables; they may also say

including fiscal deficits, a

X allenge in Nigeria. It, therefore,
macro-financia] determinants of domestic saving
development, amongst oth

ge dependency ratio,

1 interest rate, inflation rate, per capita income, financial
€IS may influence domestic savings, Developi

ng countries often face capital
» these countries rely mostly on foreign capital inflows to fill
er, 2018). The relatively high values of most foreign remittances inflows to

omestic savings. Thus, this study
gate savings in Nigeria,

ion two discusses the literature review. Section three
ata. Section four entails the empirical results and discussion, while section five
concludes the study and provides detailed recommendations.

2 Review of Related Literature

Conceptual & Theoretical Literature
Gross domestic savin

behaviour of
individuals within the society. The life-cycle hypothesis assumes that saving_ is intt.ane_mp.or.z;l arlld depends on
the age of a person. Meanwhile, savings rates are also expected to be pro-cyclical, with individuals saving more
wh

en income increases. The model was
which are based on assumptions of inte
are not static but often changes over
Systematically over people’s lives. Savi

high when it is low. The McKinnon-S
rate liberalisati

higher interest

focused on rational economic units' savings and .consumptio.n choiFes,
rtemporal and utilities maximisation. Based on thls.hypot.hesm, savings
time. According to the life-cycle theory assumptions, 1;:0:1;:; ovr:;:i:
: indivi i from those times whe
s allow individuals to move income b .
hr;%v hypothesis of McKinnon (1973) and Shaw ('1973%!505*1;1 ;l;aetnxsni:{;s;
i S
i top to financial repression. i h
n the financial system and put as fina pressio i
?;gzoplifm(i)eteep:avings and there is an increase in ﬁnancvfll mtt:;necthav.;;tlals b:ff;ll(;‘l;;l nz;ined u“lci
on i ility to trigger investmen i
i ? ssumption is that the ability it bl Lo
:?JHM(EKT il mOdeetﬂtT}ze:tly m‘:)bilised in the form of increased deposit liabilities o
Icient savings ar
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e domestic savings rate, leading to
Cduegy

hat a deepened financial sector increases th

They specifically argue t ' _
ment stimulation.

borrowing costs and inves
s in Egypt for 1975 to 2006 using cointegrat;

ce that the growth of per capita l,ncoon an
n, budget deficit ratio appears to ;]ne
ratio and that higher government savings partially crowd out private s, :‘_Ve

t as proxied by the increase in the M2/GNP ratio, the real imeremm 5,
significant effect on the level of domestic savings. More so, the curate,
tatistically significant effect on both the short run and the lon ITent
d to act as a substitute to domestic private saving. 8 run,

Empirical Review

Touny (2008) examin
error correction metho
a positive influence ©
ffect on domestic saving
ent of the financial marke
and inflation rate shows a positive and
account deficit recorded a negative and s
which implies that external saving may ten

ed the determinants of domestic savipg E
dology. The result of the study pr.owdes eviden
n domestic savings, especially 1n the long-ru

negative €
the developm

ances on the private savings behaviour in Pakistap
workers’ remittances have a positive impac)[

Munir et al. (2011) examined the effect of workers’ remitt:
kers’ remittances are both consumed anq

using the ARDL bounded testing approach. They concluded that the

on the private savings in the long run and the short run; thus, worl
saved. Furthermore, foreign direct investment negatively influences savings because it does not reach poor

hou'seholds di{ectly. Azam and Shakeel (2012) analysed the impact of foreign capital inflows on household
savings by using QLS. They 'found a significant positive influence of foreign direct investments and fore
remittances on savings and a significant negative influence of foreign aid on savings. K

vYorkeq on macroeconomic determinants of domestic Savings in Pakistan. The
e oo e rObustsselve t!)1s;nbuted La]g Model (ARDL) bound testing approach for cointegration
ues ness for long-run relationship and error correction Mechanism. Th
per capita income inversely related to domestic savin i oy ey
er ¢ gs rate, both in the long-run and as well in th
I ! e short-
significantly. The exchange rate and inflation rate harm savings. Moreover, trade openness is pos?:itv:;

associated with national savings in Pakistan.

Ahmad and Mahmood (2013)
cointegration using Autoregre:

Chi B,
mog);te ﬁg 1::::;1522;4t)hmvesugated the household savings determinants in South Africa through a life cycle
. e error correction mechanism show th 7

depende ; ? show that household sa

ﬂelg)ativerl];er::;:::;e?;ld] income levels, real interest, and inflation rates. Household ir:ggr%lse zli:/ la ffegted by age

with dett. The ;tudp yl{]g thit South Afru.:an h?useholds not only save but primarily ﬁnanceethar'l savnn§§tare

with househ 0y a0 i owed that inflation, interest rates, and TR N
sehold savings. d age dependency positively correlate

Bamidele er al. (2015) investi
e .estlgated the determinants of savings i igeri i :
e ap;ed fornti ee;z?;rgeltggoatnalzyoses. Long-run static and shor%-sru]rrl1 ;\;/lr;g;:?c ac?r(ri ooy for o usmf
s i b od‘ 13. The results indicated that the per capita i ob SEE - e “erl
i dso indicated ot Kepre icted by theory. This result fully supports thp Mmc'ome’ Sy ol
e dctermmamsyn;smq absolute income hypothesis is found te CK"'mon'and' e 019
test, vector error correction m:d ?avmgs behaviour in Pakistan from 1972 t eois an nge{la. Ahn}ad (20.15)
el, and causality tests. The results suggestedothza(: lél;lr)ld apphe'd : C(;lmt'egrargfen
per capita, inflation F==

financial de
I velopm
Pakistan, pment, dependency ratio, and fiscal development h
pment have an impact on the pri i n
e private savings rate !

Gani (2016)
study tested th i
countries. Usin € savings and remi i
] : e ! | remittance relationshi i an
national savi ntry time- ship under th ypothesi ine Asi
al savings. Abusomwan and series data, the empirical findings es:llgf;ez'c;e H -o.theSls for m;:e ASli
positive relationship W

domestic savings i Ezebuih
gs in the Nigeri uihe (2017) asse ;
resul 1geria ssed th :
ults showed that changes n economy from 1981 to 2014 :p:g};icgttﬁf gterest rate and output on gro;
- e Error Correction Mechanism, 1

report that the j in output explaj
nte; . xplain :
Test rate is not a detennP the be!‘lavlour of gross domesti . :
inant of savings behaviour. estic savings. Furthermore, the stU%

«68»




RIFSR, vol. 5, Issue 1, 2020

Alper (2018) studied the determinants of dom?s.nc savings in Turkey over the period 1979 t0 2017, GDP per
capita and bank deposit Interest rate I}ave a POsltive impact o savings, and inflation ang public spending have 5
pegative impact on Savings. Abasimi and Marj, (2018) employeq (he data collected from four Weqs African
countries over 19_97'3-016 and analyseq through the ARD cointegration Procedure. The findings showed that
GDP and per capita income Increase savingg, whereas real interest rateg increase savings only in the long-run,
while the age dependency ratio decreases the savings,

Adedokun ez al. (20.19) evaluated the determinants of private savi
show that lifetime income ang

¢ ! savings in Nj
social security Payment hay,
saving in the long-run, while adult dependency has

a significant negati
showed through the t\.vo-stage least Squares and ordinary |ey,
Jand ownership, ]ocatn.o-n, Occupation, ang age are determinants of house
household living conditions, marital

hold savings in Nigeria. F
! : Status, and availability of j
that household socioeconomj

urthermore,
Al nfrastructure syuch as electricity. The results show
; 4 C_Cha}’aCl“-rlStlcs, locational ang zonal factors are important determinants of
household saving accumulation In Nigeria,

impact of macro-financij
(2019); Adedokun et qf.
among others.

al factors op domestic savings is most]
(2019); Alper (2018); Ab.

igeria (CBN) statistical bulletin and those for other
i the Central Bank of Nigeria (
i o fro Sourc\eg flr((i) nlj?'ank’s Development Indicator (WDI) Patabase. We collect annual d}zlna on :}1::
varfables are from th.e d 1()9rg7 to 2019 and employ the error correction m‘odellmg (EEM) app;:izcn tegvreersum
Va"?bles el i LS) estimates in analysing the data because OLS produces s on-ri\:lns o
rg maryl}east Sguqf: : géM )examines the long-run relationship betweben hgrﬁss (}i]or::estlc saving;
i . emy i i th the short-
ﬁﬂann;?gl d::tl;:'rsx?nants. Besides, it provides an opportunity to estimate bo

run and long-run effects of
the variables.
Mode] Specification ) _ o
€ model for this study is spgcxlf;lleg aI;.IR)
9DS = f(REM, FD, GY, AGD, FID, _ )
o e economem;fim; Y, + B.AGD, + B,FID,+ BDIR + p,  (2)
F 37y
GDS, = B,+ B,REM,+ B,FD,

tic savings
for the level of domes )
. : sRaEs ek ('a meatsrufsfe(::’ as a ratio of GDP; G\-{ is the
i f depoit money sa‘l/(“;.g M i remittances/mlgrargD ais age dependency ratio; FID is fiscal
Mobilization of deposit money t;anF IS) e Bkl development; A

64, fhcome:
Fowth of real per capita inco
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deficit, and DIR is the deposit interest rate.
coefficients to be estimated; t represents a perio
positively related to gross domestic savings. Therefore,

Biliqu

Table 1 shows a detailed discussion of the variables used.

ees A. Abdulmumin, Temitayo O. Olaniyan, & Dayo Bamigbade

While, B0 is the intercept of the model; Bi-Bs is the regress;,
d, and p is the stochastic error term. ﬁ,'- Bs are }}YPOthesiSe i l)n
the variable enters the regression specified in thijg st“dye

& . . nt
Table. ll;lVanable lg;:::l“p:elg:lei?d Measureme Sources Literatu%p\
zi]i:;? = Tt is measured as the ratio of real gross WDI database Etul:lalye-Muhtar &
Domestic domestic savings scaled by the GDP level. Agboola (2019)
i S
ﬁiﬁ?ﬁ;ﬂg ) It is measured as remittances received WDI database  Akter (2018)
expressed as a ratio of GDP )
gfa?c)ial Wg employ bank credit to the domestic sector WDI database ~ Ndukwe-Ani et g
Development  as a percentage of GDP to measure the depth (2018}; Tsaurai (2017),
(FD) of the finarcial sector in terms of savings Etudaiye-Muhtar &
mobilisation. Agboola (2019)
Growth of per The ability to save depends on the size of the WDI database  Alper (2018); Etudaiye.
capita income national income. The higher the national Muhtar &  Agboola
(GY) income, the higher the per capita income, (2019)
which consequently enhances the power to
save. The low level of national income is
regarded as one of the most critical factors
that cause insufficient savings
Age It is the ratio of dependents younger than \15 WDI database . Ang (2011); Kapingura
Dependency or older than 64 to the working-age and Alagidede (2016);
Ratio (AGD) population (15-64 years). This indicator gives Etudaiye-Muhtar &
insight into the amount of people of non- Agboola (2019)
working age compared to the number of those
of working age.
Following the life cycle model, the retired
population is expected to be dissaving, while
young dependents should cause households to
have higher consumption levels and lower
saving rates. An increase in the age
fiependency ratio will likely lead to a decrease
Fiscal _in national savings.
(];i;:)a) Deficit E}S;lal fl\)a(li]anc‘e measures the surplus or deficit CBN bulletin ~ Ahmad (20!5,);
€ Iederation as a percentage of GDP Nwachukwu and Odigte
(2011); Etudaiye-Muhtaf
Savings Deposit interest i ; & Agboola (2019)
Denoc: ! rate is the rate paid by WD
C Degg)sn Rate :i(x):;memal or similar banks for 5emand): Silslpliese alipes (ROUA

t or §avings deposits. The higher the
mteres.t paid to deposits, the higher the level

of savings because i
people will want t
advantage of 5 higher o take

k! interest rate b
Source: p L ositing more funds in banks ¢
* ¥repared from literatyre review
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Data Presentation & Analysis

Summary Statistics
T, ) S FID,
A spperdbe) shows (it G, RERE 210 Frlz;p/:giezely. The maximum value for GDS, REM, GY,

2.95%, 2,399, 9 ) bk
» 2.39%, 15.729 %, -2.37%, and 14.35%,
FD, AGD, Fip asngzrffkgii'gé%zfs 655 3.7% 42.9%, 98.42%, o.ssfyéoé;nd 23.24:_/$,e ;;sp;}c)nz;loyw\:gul: Ll:;:
minimy > al 1%, 15.6%, %, -6%, and 5.69%, respecti . ' ¢
m value is 5.6%, 0.01%, -12.3%, 7.08%, 86.6%, -6% d expected to have a meaningful impact on

maximum valye, im lyi i i tor is huge an
> Implying that credit to the private secto 14 . -
gross domestic saving)s,. 'Ighe standard deviation of GDS, REM, GY, FD, AGD, FID, and DIR is 6.3%, 3.85%,

ol 5.05%, 1.72%, 1.95%, and 0.68%, respectively. The standard deviation o.f GDS, FD, ADG, and DI'R 1;
IO‘IV as compared to their mean value, implying that the actual value of the variables is close to the predicte
value.

and DIR have mean values of 18.68%,

4.2 Test for the Stationarity of Variables . 2n ]
This study'performs the traditional Phillip-Perron (PP) Unit Root Test to determine the stationarity of the series
toget}}er with their order of integration -I(d). The null hypothesis of the test is that the variables to be examined
contain a unit root,

Table 3. Results of Phillip-Perron (PP) Unit Root Test
Unit Root at First Difference

Unit Root at Level

Variables Test statistic p-value _ Test statistic p-value I(d)
GDS -2.183954¢ 0.3203 -5.507454° 0.0001*** I(1)
REM -2.059293b 0.0252%* - - 1(0)
FD -1.804261° 0.3403 -2.0431972 0.0005*** 1(1)
GY -1.843201° 0.0725* = 5 1(0)
AGD -0.756437° 0.3942 -2.9045342 0.0044*** I(1)
FID -1.2058242 0.2206 -3.178241° 0.0002%*** I(1)
DIR 2.470736° 0.0813* - = 1(0)

Notes: *® and © indicates the test equation has no intercept and trend, intercept only, and intercept and trend,
respectively. *** ** and * denote the rejection of the null hypothesis at 1%, 5%, and 10% significance level,

respectively.
Source: Authors’ Computation, (2020).

Table 3 shows that gross domestic savings, financial development, age dependency ratio, and fiscal deficit are
non-stationary series; hence they have a unit root. The implicati.on is that OLS regression could not be used on
the non-stationary data; thus, it will be spurious. However, remittances, .growt'h of income‘, and deposit interest
rate are stationary at level. The order of integration for gross domestic savings, financial df:velopment, age
dependency ratio, and fiscal deficit was confirmed tq be I(1) when'these series became sta.tlonar.y after first
differencing. The stationarity test shows that the variables are a r.mxture.of '1(0) and 1_(1), lrpplym.g that the
Autoregressive Distributed Lag (ARDL) bounds test approach to cointegration is most suitable in testing for the

existence of a long-run relationship among the variables in the model.

tegration ) .
3 demonstrates that the series in the model is (0) and I(1)

¢ombinations, According to Pesaran and Shin (1998), the A@L Bounds testing applzoich.lsfthe b[e'St estimator
for the K0) and I(1) series when checking for long-run relationship. Based on the A alr ; in orCT:daulrc;ni Sc:;z:t:n

IC), the optimal lag order of 1 is automatically selected for Fhe ARDL spec|f(';cattlotn;esuf,t ;:;; e wﬁ
Cetermine the presence of a long-run relationship between variables. The bounds tes

In Table 4,

43 ARDL Bounds Testing Approach to Co-in
The results of the PP unit root test depicted in Table
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Table 4. Results of the ARDL Bounds Testing Approach to Co-integration _
Computed F. Significance level Lower bound Upper bound  Decision

Stat 1(0) 1(1) .
5.057335***  10% critical bounds ~ 2.74 3.65 Reject the null hypothesis
5% critical bounds 292 3.97 of no cointegration
1% critical bounds 3.24 4.96 :
*** implies the rejection of the null hypothesis at a 1% level of significance.
Source: Author’s Computation, (2020). :

Table 4 reveals the bounds test result computed with the condition to the variables are fr.actionally integrateq
I(0) represents the set of lower bound and (1) depicts the set of upper bound. The F-statistics value of 505733
lies above the upper bound critical value of 4.96 at 1% significance level. Therefore, the joint null hypothesis o
no cointegration is rejected, which implies that cointegration exist. There is a need to condgct the long-nyp
relationship among the variables and the short-run dynamic estimates from the ARDL cointegration technique,

4.4 ARDL Regression Estimates . ) |
A long-run co-integration relationship exist among variables in the model using the following ARDL
specification (1, 1, 0, 1, 0, 1, 1) for estimation. Table 5 shows the results of the ARDL long-run regression
estimates

Table 5. Results of ARDL Regression Estimates
Dependent Variable (Gross Domestic Savings)

Notes: ***, ** and * implies the significance of the variables at 1%, 5%, and 10% significance level
respectively. Standard errors are reported in brackets { }, while p-values are reported in parentheses ()
Source: Author’s Computation, (2020).

«72»

Panel A Panel B
Variable ARDL Long-run Variable ARDL Short-run
Coefficient Coefficient
REM 0.2851936*** A(REM) 0.562492**
{0.08053} {0.220623}
FD 0.220428** A(FD) 0.22072*
£0.00527} {0.07514} |
GY 2.056291*** A(GY) 2.08207 |
’ {0.02178} {3.47333} ‘
AGD 0.968032** A(AGD) 0.782103
: {0.22781} {2.20313} |
FID -0.310356%** A(FID) 0.674172*** |
: £0.109018} {0.15226} |
DIR 1.278172%* A(DIR) -0.828911** |
{0.028178} {0.206714} |
C -8.726117 Coint. Eq(-1) -0.96121** J‘
{3.92083} {0.25752} 4‘
Model Diagnostics Model Results 1
I;:-Il’mse);3 RESET, F-s'tatisgics 0.78031 (.3504) R-squared 9814 |
. g:lec :ra Fgm:;‘l;\tdy, Fx » 0.8324 (.5783) Adjus.tec.i R-squared 9503 |
Heteroscerfii i.lo'n a ,t I-:Statls.nc:.s 1.988336 (.1125) F-stat'lstlcs 86.015%**
Stability Tesst;c’ty est, -stat1.st|cs 1:328917 (.1043) . l?urbm Watson Stat. 2.102 l
(CUSUMs) Lies within 0.05 level of significance (see Appendix) |
|
|
!
|
|
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panel A of Table 5 demonstry
domestic savings and its mqe
growth of real per capita inc
sign of the variables, fiv
development, age depenge
related to gross domestjc savin
savings, as revealed by theijr po
negative relationship with
domestic savings. Meanwhj
the 10% threshold leve] of g

tes the reg

ult ;
To-financig) S of the estimated

(:‘el.erminants (remitt
eficit, deposit interes

the six ey
¢ : xplanatory var
atlo, deposit interest rate and

Sg; It 1mplies a direct relatjop

g lglely signed coefficients. [n

S domestic savings, implying
d

le, the ing
B ependent determ;
ignificance, fMminants o

ARDL long-run relationship between the gross
ances/migrant transfers’, financial development,
t rate, and age dependency ratio. In terms of the
iables (remittances/migrant transfers’, financial
growth of real per capita income) are positively
ship between these variables and gross domestic
contrast, the coefficient of fiscal deficit showed a
that an increase in fiscal deficit reduces gross
f gross domestic savings show p-values less than

ncy r

Short-Run Analysis Results
The results of the ARDL short-ry

AGY), A(AGD), and AFID)) hav'; ’eogr_t:_SSion estimates in Panel B of Table 5 show that [A(REM), A(FD),

independent variables iCrSase, i Positive coefﬁf:ients. This result implies that as any of the lags of these
negative coefficient implying th

at Zr:ptjs ?tn' increase in gross domestic savings. On the other hand, A(DIR) has a

. Sitinterest rate affects d i i tively in the short-run.
Meanwhile, the ARDL " . gross domestic savings negatively in the

any short-run estimates revealed that al] the variables except (A(GY) and A(AGD) are

their respective : Ry
. . p-value is less than the 10% threshold level of significance. The
lagged error correction term (CointEq(-1)) is the series of OLS residuals that are derived from the long-run

estimation. As expected, the ECM term’s coefficient (-0.96121) is negative and significant at a 1% level of

4 - € results validate the existence of a long-run equilibrium relationship between the
van.ab]es of lh.lS study. This Implies that the disequilibrium can be adjusted to the long-run with higher speed,
haYlng any prior-year shock in the explanatory variables. The value of R-squared and adjusted R-squared were
estimated to be 0.9814 and 0.9503, which implies the model of this study has a good fit; hence the explanatory
power of the independent variables regarding the behaviour of gross domestic savings is satisfactory. The F-
statistics, which has an exact p-value of 0.000, implies that the overall significance of the short-run ARDL
model. Based on the rule of thumb, the Durbin Watson statistics falls within the acceptable limit with a value of
2.102; hence there is no presence of first-order serial correlation in the model.

Post-Estimation Diagnostics

To validate the findings, the study performed model diagnostic tests, including tests for normality of data series,
heteroscedasticity, serial correlation, and model instability. Panel A of Tab]e 5 shoyvs that the ARDL model. has
passed the diagnostic tests since there is no heteroscedasticity and.ser‘lal correlation demonstrated by their p-
values, which are statistically non-significant at the 5% level of significance. It was z}lso_ concluded that t}:e
model residuals are free from non-normality since the probability values are more 51gmﬁca..nt than the 5%
significance level. The stability tests indicated no problem of st.mc‘tural change in the model since the plots. of
the test lie within critical boundaries at the 5 percent level of yg_mﬁcanc.e.‘The resul_t§ of t.he_ Erlrlor1 Correction
Model (ECM) allows a variable to be dynamic in the short-run while remaining at equilibrium in the long-run.

45 Discussion of Results
This study examined the determinant o
supportive of the existence of both short-run an
ARDL long-run estimates.

of gross domestic savings in Nigeria, and the results obtained are
: g-run relationships. Hence, we discuss the results of the

: L - —_
ngs is positive, as expected. The coefficien

wth rate and domest'nc savi itive .
3 stively related to gross domestic savings, anq SIgr]lflcam. ;{'hls rtev:f;llsfgxra;cc;\::i?:

per capita growth rate is poS't;;', - ty aggregate domestic saving. This result 1m911es th\z:,tt 1: e t’;ostei‘:n l::]ates —

L v :

In the economic growth rat_e afiec sgign Nigeria is enormous. Hence, per capgac(gﬁsum T

A e ?anieS with the life-cycle theory of saving an ption,

savings in Nigeria. This result agr

The relationship between per capita gro
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changes in a country’s economic growth rate will affect its aggregate saving rate by changing g, i
i i
resources of younger people relative to older people. e
The relationship between financial development and domestic savings is positive .and silgmﬁcant. We fo, .
financial development is important as a determinant of gross domestic savings. F mar‘mal development, in .
of increased credit to the private sector will encourage productive act1v1't1es and increase the flow of ':lﬂs
(savings) to the financial sector. Financial development ensure a productive allocation of available reSOUWeS
leading to increased savings. N

In accordance with the life-cycle hypothesis, interest rate on deposits i§ a significant deten.ninam of domegy;, |
savings in Nigeria. Therefore, when deposit money banks pay commercial banks pay more interest on depog;
relative to the inflation rate, it tends to encourage more savings. However, other behavioural factors may affey,
the growth of savings like customers’ convenience, the security of deposits, etc. ' .

Changes in the age dependency ratio exerts an influence on th? accumulathn of savings. Th1.s aligns with the
life-cycle hypothesis whereby the early and later stages of life are associated ».vnh dissaving, and say,
characterize only the middle stage. However, this could be attributed to precautionary saving due to future
income variations and other risks like a health risk, business risk, and unavoidable expenditures. Elderly people
are likely to dis-save quickly, they tend to spend what they save during their active years. However, they mgy
save more to enable them to leave bequests to their children. ’

Remittances has a positive and significant effect on gross domestic savings (Jukan et al., 2020). A stable flow of
remittances contributes to improved savings. Thus, remittances contributes significantly in increasing the level
of domestic savings in Nigeria. It implies found that remittances can supplement domestic resources and part of
this funds can be saved. Fiscal deficit has a negative relationship with gross domestic savings’ hence, there is the
fear that increased taxes in future will be need to finance deficits. This leads to a depletion in gross domestic

savings. Specifically, the Ricardian Equivalence hypothesis is not upheld since fiscal deficit limits the ability or
capacity of governments to save.

S. Conclusion and Recommendations

The findings show a positive impact of remittances on gross saving. Therefore, remittances received by
households affect their savings behaviour. It shows that remittances increases savings. We conclude that
decision makers need to create regulatory framework that will encourage remittance recipients to receive
remittances through formal financial institutions. This would mean that all receipts would be in the need to have
bank account opened which might give them the incentive to save portion of received money. This study
examines the potential determinants of Nigeria's gross domestic savings between 1987 and 2019. Financial
development and remittances are important determinants of gross domestic savings in Nigeria. We recommend
that government policies aimed at leveraging cash flows to facilitate capital accumulation savings an
investment. Moreso, the interest rate policy should take market conditions and public requirements.I{1I0
consideration when determining interest rates. There is the need to create a conducive environment for receiving
remittances, thus policymakers need promote financial development. For instance, policymakers should ensur¢

the reduction of cost of sending and receiving remittances because it may encourage migrants to make mer
transfers to the families; it helps to boost domestic savings.
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APPENDIX

Descriptive Statistics
Statistics GDS REM GY FD ADG FID DIR
Mean 18.68 2.95 2.39 15.72 86.01 -2.37 14.35
Maximum 42.7 0.01 32:7 429 98.42 0.88 23.24
Minimum 5.6 16.8 -12.3 7.08 86.6 -6 5.69
Std. Dev. 6.3 3.85 5.2 5.05 1.72 1.95 0.68
Observations 33 33 33 33 33 33 33

Stability Tests

—_ CUSUM of Squares ---— 5% Significance |
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