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ABSTRACT

The pre-occupation of this study is to assess the relative effectiveness of monetary policy on macroeconomic performance in WAMZ Countries and to also ascertain if there is real convergence in the zone.The study leans on secondary source of data which was generated from West Africa Monetary Institute Data Bank and World Development Indicators (WDI, 2016). Vector Autoregressive (VAR) model is employed which was based on a modified version of the Taylors’ principle, while the growth equation static panel analyses was used to test for real convergence in the region, the VAR model was analysed using the Impulse Response Functions (IRFs). The results revealed that in the WAMZ countries, monetary policy has almost no effect on growth in Nigeria, Ghana and Sierra Leone, but monetary policy shock increases growth in first quarters and decline towards second quarters in Liberia and Gambia. The response of inflation to monetary policy shock is similar in Nigeria, Ghana and Liberia but was positive in Gambia and Sierra Leone. The convergence results from the fixed effect regression suggest that there were no conditional convergence among West African Monetary Zone countries. The study concludes that member countries should try to meet up with the monetary union integration criteria by adopting similar monetary policy and hence these countries could be better off surrendering the inferior output growth approach to a supra-national monetary authority that compels compliance to a regional monetary and growth targets.
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