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Introduction 
nsurance is a sort of financial contract and risk transfer 

mechanism that is used to control the impact of insurable risks 

linked with personal and commercial activities. Insurance is a risk 

management strategy that involves the promise of reimbursement 

for certain potential future losses in exchange for a regular payment. 

Insurance is described as pooling resources in exchange for a periodic 

payment known as a premium to repay the insured or assured in the 

case of an unforeseen event (Agbaje, 2005). Insurance companies 

(insurers) are financial intermediaries whose sole business is to enter 

into contractual agreements with their clients (insured) to provide 

insurance cover for protection against any risk. In case of any 

unforeseen occurrence, having satisfied all conditions and terms of 

the insurance cover, the insurance company pays claims to the 

insured, which may be in the form of cash payment, repair, 

replacement and reinstatement.  
After expressing interest in purchasing an insurance cover, the insurer 

requests payment of some amount (premium) from the insured. In 

the event of any occurrence, the insured put up claims that are 

expected to be paid by the insurer. For the insurance companies to 

meet their financial obligations, insurance firms mobilise enormous 

financial resources from premiums and invest a portion of the cash 

once claims are paid (Ime and Emem, 2017). With the insurance 

companies' investment, a significant amount of income is generated 

to make it less strenuous for insurers to meet up with the payment of 

claims and thereby lubricating the economy. As a result, the  
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significance of insurance to the economy cannot be underestimated. Insurance provides additional 

funds to finance economic activities to reach the required level of growth. Consequently, insurance 

is a critical aspect of the financial industry that significantly impacts a country's economy (Mall, 

2018). 

However, the insurance sector in Nigeria is still attempting to attain the required height of an 

effective financial sector, despite the strenuous efforts by the Government. The country's 

perceived slow growth in the insurance industry remains a significant obstacle that must be 

overcome to stimulate increased investment. Given that no contemporary canon runs effectively 

without a well-organised insurance market, insurance companies must be creative, as their 

accomplishment will be determined by their capability to develop innovations in the insurance 

business. 

To accomplish the obligations mentioned earlier, the need arises for insurance companies to invest 

to accumulate wealth while also earning inflation-beating returns. Insurance firms follow a strict 

procedure to ensure that their premiums are invested and compounded over time, providing 

clients with the desired benefits. 

Insurance firms place a high value on investment management, especially when large sums of 

money are collected as premiums. Since this money is not needed instantly, most businesses invest 

a large share of the premium in investible assets for an optimum return. Insurance businesses 

adhere to some follow basic rules when investing: safety, profitability, liquidity, and diversification. 

Safety, as the corporation is entrusted with paying claims when they become due. Profitability 

ensures that the company operates in a solvent manner, based on how funds have been invested. 

Liquidity refers to the ease of converting investment into cash without causing a significant loss of 

capital to the company. Diversification refers to the spread of investment across multiple channels 

rather than relying on a single type of investment. Thus, insurance companies should define the 

(REM), policy and loans (POL), and cash at hand and deposit (CHD) were used as variables of 

insurance sector’s investment. Data obtained were tested with Augmented Dickey-Fuller, Engle-

Granger Cointegration, Granger causality test and error correction mechanism. Evidence from the 

study showed that government securities, stock and bonds, policy and loans have positive and 

significant effects on the Nigerian economy, while real estate and mortgage have positive and 

insignificant effects on the economy. Cash at hand and deposit have negative and insignificant 

effects on economic growth in Nigeria. The Granger causality test showed that economic growth 

in Nigeria does not cause insurance sector’s investment. The study, therefore, recommended that 

for a more plausible contribution to Nigeria's economic growth, insurance companies in Nigeria 

should increase their investment in government securities, stock and bonds, and policy and loans 

and real estate and mortgage.  

 

Keywords: Government securities, Economic Growth, Cointegration, Granger causality, Engle-

Granger  Cointegration   



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
AUGUST, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJASDR 

AFRICAN SUSTAINABLE DEV. RESEARCH VOL.10 

163 
ISSN: 2067-4112 

relationship between profitability and liquidity and consider business diversification to enable the 

insurance sector to meet financial obligations. 

 

Statement of the problem 

Insurance companies invest in stock and bonds, government securities, real estate and mortgage, 

policy and loans, and bills of exchange, then some hold funds in cash and deposit forms. The total 

investment in insurance in Nigeria from 2010 to 2020 has been growing from about a 2.8million to 

a 2.8billion (CBN, 2020). However, this growth rate is still considered insignificant to the growth of 

the Nigerian economy. The contributions of investment portfolios of insurance firms to Nigeria's 

economic growth are underwhelming compared to other emerging countries (Ime and Emem, 

2017). Over time, it has also been discovered that for insurance companies to meet up with claims 

on the damage suffered by the insured, efforts have been made to venture into investment for 

returns that will further enhance the payment of claims. The dilemma here is whether the 

insurance sector’s investment contributes positively to the Nigerian economy despite the massive 

venture of insurance companies in securities.  

Few authors that researched the effect of insurance investment on economic growth in Nigeria 

failed to employ most variables that constitute insurance investment and also, the study that 

employed these required variables has its scope covering up to 2011. Therefore, new research 

should be carried out to provide recent evidence on the effect of insurance investment and 

economic growth in Nigeria.   

 

Research Questions 

The research questions for the study are: 

i. What is the effect of insurance sector’s investment in government securities, cash and 

deposits, policy and loans, real estate and mortgage, stock and bonds, on gross domestic 

product in Nigeria.?  

ii. Do causal links exist between insurance sector’s investments and economic growth in 

Nigeria? 

 

Objectives of the study 

The general objective of the study is to investigate the effect of insurance sector’s investment on 

economic growth in Nigeria while the specific objectives are:  

i. To examine the effect of insurance sector’s investment in government securities, cash and 

deposits, policy and loans, real estate and mortgage, stock and bonds on gross domestic 

product in Nigeria. 

ii. To ascertain if causal links exist between the insurance sector’s investments and economic 

growth in Nigeria. 

 

Research Hypotheses 

The research hypotheses for the study are: 

i. Insurance sector’s investment in government securities, cash and deposits, policy and loans, 

real estate and mortgage, stock and bonds have no effect on gross domestic product in 

Nigeria. 
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ii. Causal links do not exist between insurance sector’s investments and economic growth in 

Nigeria. 

 

LITERATURE REVIEW 

Conceptual framework 

The insurance sector in Nigeria  

The basic concept of insurance is that the insurer will agree to provide cover for the risk of another 

business in case of an uncertain future occurrence while another party (the insured or 

policyholder) pays the insurer a sum of money known as a premium in exchange for insurance 

against that uncertain event. 

The insurance sector in Nigeria is characterised by a lack of confidence in the industry, poverty, 

illiteracy, and low underwriting capacity of players. With the fear of the current harsh economic 

policies, insurance companies are reluctant to invest the premiums obtained in some long-term 

assets with high returns. If current trends continue, insurers will be unable to fix their liquidity 

problems, making it increasingly difficult to settle claims. 

In 2009, the Nigerian insurance sector had restricted growth, and a further 15.35% growth was also 

recorded in 2020 (NBS, 2020). Globally, the insurance sector in Nigeria is underperforming as its 

contribution to the economy is 0.03%, ranking 63rd out of eighty-eight (88) countries. Sigma 

Research in 2019 revealed that in Kenya, the total contribution of the insurance business to the 

economy is 2.3%, South Africa is 13.4%, and Morocco is 3.9%. To ensure better performance, the 

Nigeria Insurance Commission (NAICOM) attempted to make the insurance companies go into 

phased recapitalisation. In December 2020, the House of Representatives gave a directive to halt 

the recapitalisation process due to the economic hardship caused by the COVID-19 pandemic and 

ENDSARS protest in Nigeria. 

 

Challenges of the insurance business in Nigeria    

Main challenge facing the insurance industry in Nigeria is the loss of confidence in Nigerian 

Insurance Companies. The public confidence in the insurance business in Nigeria has been 

battered. In the general opinion, Nigerian insurance companies are underperforming in terms of 

payment of claims and low level of patronage, which have harmed the sector's reputation. As a 

result, the confidence of prospective insured in the industry has been eroded.  

Insufficient remuneration has forced most insurance companies to employ the services of low-

skilled personnel due to lack of ability to remunerate qualified workers. The insurance industry is 

also faced with inadequate access to Information and Communication Technology (ICT). Most 

insurance firms still provide manual services to their clients, and this always encourages flaws and 

inaccuracies in many aspects of business operations. It also gives room to fraudulent practices and 

delays in claim settlement. Thus, a fully automated software system is still lacking in many 

insurance organisations in Nigeria. 

The poor knowledge of the Insurance business still makes many educated Nigerians who are 

prospective insurance policyholders believe that insurance is unnecessary. As a result of a lack of 

awareness of insurance products, insurance companies must renew their marketing strategies and 

create awareness of insurance benefits in Nigeria. 
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Theoretical review  

The accelerator theory of investment 

This theory became known as the Keynesian theory in the 20th century. The theory posits that 

capital investment expenditure is determined by output. A rise in the gross domestic product 

would result in a corresponding increase in capital investment spending; a rise in capital investment 

would bring about economic growth.  

The theory assumes that when there is an increase in income and demand, there is also an increase 

in investment expenditure. When companies experience excess demand, companies attempt to 

decrease demand by increasing the prices of commodities. Companies also strive to meet up with 

the demand by increasing investment. Fixed asset investment is the process of adjusting the 

desired capital stock. If firms foresee an increase in the demand for their products, companies will 

seek to increase their capital stock. This model is therefore based on the assumption that 

production growth determines investment.  

 

Harrod Domar’s model of growth  

This theory holds that economic growth rate is determined by two significant factors, savings and 

capital. The higher the savings, the more the investment. Also, the capital-output ratio measures 

the link between capital and output. If the capital-to-output ratio is lower, more efficient 

investment will result in a higher growth rate. The Harrod–Domar model shows that growth is 

contingent on the size of both capital and labour, and that increased investment will lead to more 

significant accumulation of capital, which in turn causes expansion in the economy. The Domar 

model assumes that the investment determines income and that investments create productive 

capacity following the potential social average investment productivity. The Harrod-Domar 

economic growth model emphasises savings and investment as primary factors determining 

economic growth.  

Expressing the above relationship between investment and economic growth mathematically, 

let Y be the output equal to income, let K be the capital stock, S is equivalent to total saving, s is 

the rate of savings, I represents investment, δ is the depreciation rate of the capital stock. 

Mathematically, the model is specified with these a priori assumptions; Capital stock level is 

directly proportional to output - Y = f(K)   

 

Empirical review 

Sunday, Simon-Oke, and Ilesanmi (2020) examined the relationship between insurance industry 

investment and government securities, real estate and mortgage, bonds and stocks among others 

with economic growth in Nigeria using data employed through secondary sources from 1980 to 

2017. The study employed the use of descriptive and parametric methods of analysis. Findings 

revealed that the highest mean value for insurance investment in Government securities was about 

the least mean value of the real gross domestic product.  The study also showed that insurance 

investment in government securities and, real estate and mortgage have adverse effects on the 

Nigerian economy. The study also showed that the only statistically significant variable was 

government securities. 

Lyndon (2019) investigated the link between insurance sector development and economic growth 

in Nigeria. The study adopted multiple regression techniques to analyse the data obtained from 
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2001 to 2017. Findings from the study showed that total insurance premium, total insurance 

investment, and total insurance claims related positively with gross domestic product. Also, total 

insurance claims (CLA) showed an insignificant effect while total insurance premium and total 

insurance investment were significant. Fadun and Shoyemi (2018) investigated the insurance 

investment funds and growth in Nigerian economy from 2000 to 2015. The formulated hypotheses 

were tested with Pearson’s movement correlation coefficient and the multiple regression analysis. 

Findings showed that total insurance investment had a significant positive effect on economic 

growth and a positive correlation was established between total insurance investment and gross 

domestic product in Nigeria.   

Ukpong and Acha (2017) examined the causal relationship between insurance and economic 

development in Nigeria covering 1990 to 2013. The study employed the stationarity test, 

cointegration test, Granger causality test and regression analysis. The cointegration test showed 

that all variables cointegrated and that the granger causality test revealed that a bidirectional 

relationship existed between gross domestic product and total non-life insurance premiums. Also, 

a unidirectional relationship existed between gross domestic product and total life insurance 

premiums while no causal relationship existed between total insurance investments and gross 

domestic product. 

Fashagba (2018) studied the impact of insurance on economic growth in Nigeria. The study 

analysed data obtained from secondary sources with Ordinary Least Square Regression and found 

the existence of a positive relationship but not significant between non-life insurance and 

economic growth and a significant negative link between life insurance and economic growth. 

Apergis and Poufinas (2020) investigated the role of insurance growth in the economic growth of 

OECD Countries in the pre-and post- 2008 crisis periods. The study employed the Granger causality 

test and panel estimation and found a significant positive impact on gross capital formation, 

secondary schooling, government expenditure, FDI inflows, trade openness and financial 

development. The study also found that insurance growth contributed immensely to the economic 

growth of Nigeria in the pre and post-2008 global crisis. 

Nwani and Omankhanlen (2019) investigated the nexus between insurance receivables and 

economic growth in Nigeria using life premiums, non-life premiums, and insurance receivables 

proxied with insurance investment between 2008 and 2017. The Hausman test and the panel OLS 

analyzed data from six insurance companies. Findings from the study showed that a positive and 

insignificant relationship existed between life premium and economic growth. Also, non-life 

premiums related negatively and insignificantly, while the insurance investment related positively 

and insignificantly with economic growth. 

Iyodo, Samuel and Inyada (2018) examined the relationship between the performance of insurance 

industry on Nigerian economic growth from the period of 1988 to 2014. The study analysed the 

data with Auto-Regressive Distributed Lag (ARDL) Bond test and found that non-life insurance had 

a positive and significant effect on economic growth in Nigeria. Andabai (2019) researched nexus 

between insurance investments and the growth of the private sector in Nigeria from1996 to 2018. 

Data were tested with the Ordinary Least Squares (OLS) regression analysis technique and the 

results showed a significant link between cash deposit and Gross Domestic Product (GDP) in 

Nigeria was discovered. Also, a significant relationship was discovered between bill of exchange 
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and Gross Domestic Product in Nigeria while Government securities were significantly related to 

Gross Domestic Product in Nigeria.  

Ime and Emem (2017) studied a comparative analysis of the insurance companies and investment 

portfolios of commercial banks and their contributions to economic growth in Nigeria. The data 

collected between 1996 and 2011 were tested with multiple linear regression and it was found that 

an insignificant positive relationship existed between real estate and mortgage, government 

securities, bills of exchange of insurance companies’ stock of bonds, policy and other loans, cash 

deposits, and economic growth in Nigeria.  

 

Gap to fill 

From the empirical review, it was discovered that only a few studies specifically examined the 

effect of the insurance sector’s investment on economic growth in Nigeria (Ime and Emem, 2017; 

Sunday, Simeon-Oke and Ilesanmi, 2020). The few existing literatures on the effect of insurance 

sector’s investment on economic growth in Nigeria only employed insurance investment in real 

estate and mortgage, government securities and stock and bonds as explanatory variables. To the 

best of the researcher’s knowledge, the last research that explored all the required variables that 

constitute insurance investment has its scope covering up to 2011. The study will add more to the 

scanty literature by extending its scope to 2020, thereby filling the knowledge gap observed in the 

existing literature.  

It was also discovered that the few literatures on the subject matter have no theories underpinning 

the studies and only one (Sunday, Simon-Oke and Ilesanmi, 2020) supported the research with 

financial liberalisation theory which holds that the more liberalisation of the financial system, the 

more growth in the economy. This study is supported by a more appropriate theory that explicitly 

defines the relationship between investment and economic growth, thereby filling the theoretical 

gap created by existing literature. 

 

METHODOLOGY  

Sources of data 

The study used secondary data obtained from the Central Bank of Nigeria Statistical Bulletin. The 

period covered by this research is 25 years from 1996 to 2020. This span was chosen because data 

for the insurance investment in Nigeria was first collated secondarily in 1996.  

 

Method of data analysis 

The study employed Engle-Granger cointegration test, error correction mechanism and Granger 

causality to examine the relationship between the insurance sector’s investment and economic 

growth in Nigeria. 

 

Theoretical framework  

The Harrod-Domar economic growth model emphasises savings and investment as essential 

growth factors. The Harrod-Domar model is a neoclassical model in which the savings that provide 

the funds needed to finance investment determine growth. Investment has been a significant 

driver of economic growth contingent on the investment's efficiency.  
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The model emphasises that capital factor is significant in the growth of an economy. The theory 

postulates the prospect of stable growth by increasing and decreasing the supply and demand for 

capital stock (investment).  

Hence, the output is a function of capital stock (investment) : 

Y = f(K),  

Where Y = output growth; K = capital stock (investment)   

 

Model Specification   

Objective 1: The relationship between insurance sector’s investments and gross domestic product 

in Nigeria. 

The econometric model employed in this study to investigate the effect of insurance sector’s 

investment on economic growth in Nigeria is specified following the adoption of the Harrod-Domar 

Model. The model was modified to include some variables based on the views of Sunday, Simon-

Oke, and Ilesanmi (2020), who examined the impact of the insurance industry investment on 

Nigeria’s economic growth. However, the model was modified to include policy and loans, cash at 

hand and deposit to measure how well the insurance investment has impacted the Nigerian 

economy. Therefore, the model specified for the study is explained functionally as follows:  

 

GDP = f (GSC, SAB, REM, POL, CHD)   …………………………………………. (1) 

 

To make the above equation (1) amenable for empirical verification, we transformed it into an 

econometric equation thus:  

GDP = β0 + β1GSC + β2SAB + β3REM + β4POL + β5CHD + Ut  ……………………(2) 

 

Where:   

GDP = Gross Domestic Product (a proxy for economic growth) 

GSC =  Government securities 

SAB = Stock and bonds 

REM = Real estate and mortgage  

POL = Policy and loans  

CHD = Cash at hand and deposit 

Ut =  error term  

β0 = constant term  

β1– β5 = parameters to be estimated   

Our a priori for the explanatory variables are β1, β2, β3, β4, β5 > 0 

 

RESULTS AND DISCUSSION OF FINDINGS 

Descriptive Statistics 

Table 1: Descriptive Statistics  

 CHD GDP GSC POL REM SAB 

 Mean  252152.9  47847.44  10120.33  7136.944  54817.44  177736.4 

 Median  23510.00  46802.76  4178.000  6613.000  45391.91  21050.00 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
AUGUST, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJASDR 

AFRICAN SUSTAINABLE DEV. RESEARCH VOL.10 

169 
ISSN: 2067-4112 

 Maximum  1499520.  72094.09  24200.00  14123.00  154990.0  1178220. 

 Minimum  1993.000  22799.69  1000.000  796.0000  212.0000  2970.000 

 Std. Dev.  403764.2  18317.29  9233.396  4595.685  52650.71  299975.2 

 Skewness  1.744679 -0.029723  0.543867  0.326086  0.690040  2.253788 

 Kurtosis  5.276364  1.449517  1.426806  1.818005  2.106796  7.344375 

 Jarque-Bera  18.08069  2.507847  3.200839  1.366831  2.815032  37.55884 

 Probability  0.000119  0.285383  0.201812  0.504890  0.244750  0.000000 

 Sum  6303822.  1196186.  212527.0  128465.0  1370436.  4087938. 

 Observations  25  25  21  18  25  23 

 Source: Author’s computation using E-view 9.0 

 

Table 1 shows the mean, median, mode and standard deviation of the variables used. The variables 

used for the study are gross domestic product (GDP), government securities (GSC), stock and 

bonds (SAB), real estate and mortgage (REM), policy and loans (POL), and cash at hand and 

deposit (CHD) for the period of 1996 to 2020. From Table 1, the average value of cash at hand and 

deposit is 252,152.9 while this was as high as 1,499,520 and the minimum is 1993. On average, the 

nation’s output was 47.85 trillion while the maximum was 72.09 trillion and the minimum was 22.8 

trillion. GSC has a maximum value of 24,200 and a minimum was 1000 while on average, the GSC 

value is 10,120.3. 

POL was on average 7,136.9 while the maximum value was 14,123.00. However, the minimum for 

POL was 796. The value of the real estate and mortgage was 54,817.4 on average while its 

maximum value was 154,990. The average value for stocks and bonds was 177.7 billion while its 

maximum was 1.17 trillion. The descriptive statistics result shows that cash at hand and deposits 

and stocks and bonds are not normally distributed as their Jarque-Bera probability value is less than 

0.05. However, economic growth, government securities, policy and loans and real estate and 

mortgage are normally distributed as the probability values are greater than 0.05 therefore, the 

null hypothesis of normal distribution is accepted. 

 

Correlation Coefficient  

Table 2: Correlation Coefficient   
CHD GDP GSC POL REM SAB 

CHD 1.00 
     

GDP 0.67 1.00 
    

GSC 0.16 0.68 1.00 
   

POL -0.12 0.57 0.85 1.00 
  

REM 0.47 0.92 0.76 0.68 1.00 
 

SAB -0.04 0.65 0.89 0.92 0.80 1.00 

  Source: Author’s Computation using E-view 9.0 

 

The result presented in Table 2 shows that there is no perfect multicollinearity that is associated 

with the regression result as the highest degree of correlation among the explanatory variables is 
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0.92 and this is between POL and SAB, which is not perfect and as such, it is concluded that there 

is no perfect multicollinearity associated with the regression result.  

 

Unit Root Test 

Table 3: Unit Root Test 

S/N Variable  At level  At first difference  Conclusion  

ADF 

stat. 

ADF 

critical 

value 

Prob.  ADF 

stat.  

ADF 

critical 

value 

Prob.  

1 CHD 3.5798 -3.738 1.000 -3.9889 -3.622 0.044 I(1) 

2 GSC -2.709 -3.674 0.244 -1.9732 -1962 0.049 I(1) 

3 POL -0.6 -1.963 0.417 -2.9281 -1.964 0.006 I(1) 

4 REM 0.966 -1.956 0.906 -4.1276 -1.956 0.000 I(1) 

5 SAB 0.113 -1.960 0.707 -3.6314 -1.968 0.001 I(1) 

6 GDP 0.483 -1.956 0.812 -3.9978 -2.998 0.026 I(1) 

Source: Author’s Computation using E-view 9.0 

 

It is important to test the unit root of each variable to ensure that the variable is stationary and 

stable in the long run. To achieve this, this study employed the Augmented Dickey-Fuller (ADF) unit 

root test technique. The result from Table 3 shows that there is no unit root associated with the 

regression result. It can be seen that all the variables are stationary at first difference. This is 

evident as the ADF statistics at first difference in absolute terms is greater than the ADF critical 

value. Also, the probability values at first difference are all less than 0.05. thus, it is concluded that 

the variables are fit for estimation.  

 

Engle-Granger Cointegration Test 

Table 4: Engle-Granger Cointegration Test  

Dependent tau-statistic Prob.* z-statistic Prob.* 

GDP -9.692048  0.0022  44.22036  0.0000 

GSC -4.021255  0.3752 -19.71972  0.1647 

SAB -2.563550  0.8962 -10.63712  0.8714 

REM -2.371717  0.9343 -9.690801  0.9169 

POL -2.940066  0.7888 -10.70241  0.8681 

CHD -3.985954  0.4082  14.21792  0.9898 

 Source: Author’s Computation using E-view 9.0 

 

Since all the variables are stationary at first difference, Engle and Granger (1987) suggested that 

the appropriate technique to conduct is the Engle-Granger cointegration test. The Engle-Granger 

cointegration test examines the possibility of long-run cointegration associated with the 

regression result. It examines the unit root of the error term for the model estimated at levels. The 

result from Table 4 shows that while the dependent variable (GDP) is the variable of interest, the 
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tau-statistics and z-statistic are all statistically significant with (0.0022) and (0.0000) respectively 

and thus, it is concluded that there is cointegration associated with the regression result. 

 

Model 1: The relationship between insurance sector’s investment and economic growth 

Table 5: Regression Result  

 Dependent Variable: GDP 

 Method: Error Correction Mechanism (ECM) 

ECM Regression 

Case 2: Restricted Constant and No Trend 

          
Variable Coefficient Std. Error t-Statistic Prob.    

          
D(GSC) 0.150291 0.036510 4.116450 0.0092 

D(SAB) 0.090049 0.012876 6.993479 0.0009 

D(REM) 0.010754 0.036699 0.293025 0.7813 

D(POL) 0.328187 0.112249 2.923739 0.0329 

D(CHD) -0.059277 0.009702 -6.109713 0.0017 

CointEq(-1)* -0.019842 0.001494 -13.27957 0.0000 

          
R-squared 0.819189   

Adjusted R-squared 0.737002   

Ramsey RESET Prob. 0.1209   

BPG Hetero. Prob. 0.6594   

BG Serial Corr. 0.6203   

Durbin-Watson stat 2.472428    

Source: Author’s Computation using E-view 9.0 

 

The result from Table 5 shows a positive and significant impact of government securities on 

economic growth in Nigeria over the period covered by the study. The result implies that a rate of 

change in government securities will cause 0.15 rate of change in the economy. This result is in line 

with the findings of Sunday, Simon-Oke and Ilesanmi (2020). The result further shows that if stock 

and bonds increase by a rate of change, then the rate of change in economic growth will occur by 

0.09. The implication of this study shows that there is a positive and significant effect of stock and 

bonds on economic growth. This result contradicts the findings of the Ime and Emem (2017). 

Also, Table.5 shows a positive but insignificant impact of real estate and mortgage on economic 

growth. Although, the impact is positive but the coverage is statistically insignificant. The result 

further reveals that policy and loans have a positive and significant effect on economic growth. 

The result reveals that if cash and deposit increase by a rate of change, then the rate of change in 

the economy will decline by 0.06. The coefficient of determination from the result shows that 

about 81.9% variation in economic growth is explained by the explanatory variables all put 

together. The result further reveals that there is no autocorrelation between order one and even 

higher-order associated with the regression result because the Durbin-Watson d statistics is 2.5 

which is closer to 2 and this implies no autocorrelation. The result also shows that the Breusch-
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Pagan Godfrey test for higher autocorrelation was rejected. Also, other results from the analysis 

show that there is no heteroscedasticity associated with the regression result as the probability of 

Breusch Pagan Godfrey is greater than 5% thereby failing to reject the null hypothesis of 

homoscedasticity. 

 

Objective 2: Causal links between insurance sector’s investment and economic growth in Nigeria 

A Granger Causality test reveals if the variables in a model have bi-directional or uni-directional 

relationships. The Granger causality test is a statistical hypothesis test used to ascertain if one time 

series can be used to predict another. If the probability value is less than a certain level of 

significance, the hypothesis is rejected at that level. Granger causality tests can determine if 

changes in one variable precede changes in another, it is a frequent misconception that these tests 

are sufficient to rule out endogeneity (Charemza and Deadman, 1997). 

 

Table 6: Granger causality test 

Pairwise Granger Causality Tests 

Date: 03/30/22   Time: 13:22 

Sample: 1996 2020  

Lags: 2   

 Null Hypothesis: Obs F-Statistic Prob.  

 GSC does not Granger Cause GDP  17  0.45698 0.6438 

 GDP does not Granger Cause GSC  9.95142 0.0028 

 SAB does not Granger Cause GDP  19  0.53502 0.5972 

 GDP does not Granger Cause SAB  18.3562 0.0001 

 REM does not Granger Cause GDP  23  0.03923 0.9616 

 GDP does not Granger Cause REM  0.32218 0.7287 

 POL does not Granger Cause GDP  16  0.25045 0.7828 

 GDP does not Granger Cause POL  9.62512 0.0038 

 CHD does not Granger Cause GDP  23  0.04767 0.9536 

 GDP does not Granger Cause CHD  9.91713 0.0012 

 SAB does not Granger Cause GSC  17  19.6280 0.0002 

 GSC does not Granger Cause SAB  4.08301 0.0444 

 REM does not Granger Cause GSC  17  1.08108 0.3701 

 GSC does not Granger Cause REM  0.08515 0.9189 

 POL does not Granger Cause GSC  16  7.41690 0.0091 

 GSC does not Granger Cause POL  0.33228 0.7242 

 CHD does not Granger Cause GSC  17  8.19000 0.0057 

 GSC does not Granger Cause CHD  1.23879 0.3243 

 REM does not Granger Cause SAB  19  0.53108 0.5994 

 SAB does not Granger Cause REM  13.7387 0.0005 

 POL does not Granger Cause SAB  16  0.11164 0.8954 

 SAB does not Granger Cause POL  3.03843 0.0890 
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 CHD does not Granger Cause SAB  19  4.54625 0.0301 

 SAB does not Granger Cause CHD  1.78128 0.2045 

 POL does not Granger Cause REM  16  6.89605 0.0115 

 REM does not Granger Cause POL  1.50501 0.2644 

 CHD does not Granger Cause REM  23  2.15157 0.1453 

 REM does not Granger Cause CHD  0.87641 0.4333 

 CHD does not Granger Cause POL  16  0.55594 0.5888 

 POL does not Granger Cause CHD  0.40782 0.6748 

Source: Author’s Computation using E-view 9.0 

 

From Table 6 above, the result from the Granger Causality test shows that there are no causations 

between real estate and mortgage (REM) and gross domestic product (GDP); real estate and 

mortgage (REM) and government securities (GSC); policy and loans (POL) and stock and bonds 

(SAB); cash at hand and deposit (CHD) and real estate and mortgage (REM); cash at hand and 

deposit (CHD) and policy and loans (POL). A unidirectional causal relationship exists between 

government securities (GSC) and gross domestic product (GDP); stock and bonds (SAB) and gross 

domestic product (GDP); policy and loans (POL) and gross domestic product (GDP); cash at hand 

and deposit (CHD) and gross domestic product (GDP);  government securities (GSC) and policy and 

loans (POL); cash at hand and deposit (CHD) and government securities (GSC); real estate and 

mortgage (REM) and stock and bonds (SAB); cash at hand and deposit (CHD) and stock and bonds 

(SAB); policy and loans (POL) and real estate and mortgage (REM); while a bidirectional causal 

relationship exists between only stock and bonds (SAB) and government securities (GSC). 

However, from Table 6, a unidirectional causal relationship that exists between GDP and variables 

such as government securities (GSC), stock and bonds (SAB), policy and loans (POL), cash at hand 

and deposit (CHD) implies that gross domestic product does not cause investment in those 

variables. The findings could be related to poor insurance patronage in Nigeria, which could be due 

to low per capita income, unfavourable insurance regulatory environment, and lack of confidence 

in the insurance sector in Nigeria.  

 

CONCLUSION AND RECOMMENDATIONS  

The result obtained from the study revealed that government securities, stock and bonds, policy 

and loans have positive and significant effects on the Nigerian economy while real estate and 

mortgage have a positive but insignificant effect on the growth of the economy. Cash at hand and 

deposit have a negative and significant effect on economic growth in Nigeria. The Granger 

causality test shows that economic growth in Nigeria does not cause insurance sector’s 

investment. 

The study recommended that for a more plausible contribution to economic growth, insurance 

companies in Nigeria should increase their investment in government securities, stock and bonds, 

policy and loans and real estate and mortgage. Insurance companies in Nigeria should invent new 

marketing strategies to create awareness through regular public enlightenment on insurance 

benefits to regain the already eroded public confidence. The essence is to attract more patronage 

to develop the sector and boost economic growth in Nigeria. Also, insurance companies in Nigeria 
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should employ the services of highly skilled personnel who are knowledgeable in investment 

appraisal to enhance optimal investment portfolios. These professionals will assist the insurance 

in selecting the investment with the highest possible returns and lowest risk. In addition, the 

government should appraise the Nigerian insurance laws to ensure that proper legislation and 

policies are put in place to establish a functional business environment that will encourage 

investment. 
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