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Abstract 
Excess relied on importation of goods and services lead to deficit in balance of 

payment which reduces external reserve. As a result, it impacts on exchange rate 

in Nigeria. This study examined the effects of exchange rate on external reserves 

in Nigeria. Monthly time series data were sourced for from the Central Bank of 

Nigeria (CBN), from Jan, 2008 to March, 2022 for this study. The following tests 

were conducted: descriptive statistic, unit root and Autoregressive Distributed 

Lag (ARDL) used in estimating the parameters of the model. The results revealed 

that REXR in a month lag and three months’ lag and BDC effectively influence 

the exchange rates from Jan, 2008 to March, 2022 in Nigeria. They have positive 

significant influence on exchange rate. This is an indication that the increases the 

exchange rate in local market increase the rate in official market. On the other 

hand, REXR in two months’ lag and export also have negative significant 

influence on exchange rate in Nigeria during this period. This is an indication that 

increase in export reduces exchange rate. The study recommends that 

Government should encourage local production and create incentive for 

exportation of goods and services.  
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Introduction 
Despite the rise in global oil price which 

stood at an average of US$67.83 per 

barrel, the external reserves were reduced 

during the review period on account of 

sustained interventions at the foreign 

exchange market. External reserves stood 

at US$34.19 billion at end-May 2021, 

indicating a decrease of 0.3 per cent 

below the US$34.29 billion at end-April 

2021 and 5.5 per cent below the 
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US$36.19 billion at end-May 2020. At the current level, external reserves could cover 

5.4 months of import for goods and services and 7.0 months of import for goods only. 

The exchange rates depreciated by 0.2 per cent to ₦411.27/US$ at the I&E window 

(CBN, 2021).

External Reserves are official international reserves which stand as assets of Central 

Banks held in different currencies such as US Dollar, British Pound Sterling, Euro and 

Japanese Yen etc. It serves as Cushing in time of economic crisis or recession. It is an 

adequacy of preventing or ameliorating external shock but not all external assets held 

may prove liquid and useful during a crisis  (Umeora, 2013). Adequate Maintenance 

of reserves enables Countries to have effective  exchange management rates and 

reduces adjustment costs associated with fluctuation in the international payments 

(Mayuresh & Ramana, 2013). 

Countries are encouraged to maintain reserves in order to allow monetary authorities 

to intervene in markets for controlling the exchange rate and inflation. Reserves 

provide opportunity to hedge against instability and uncertainty of external capital 

flows, reserve accumulation is seen as a means for effective exchange rate 

management, as well as tool for maintaining low exchange rates in order to promote 

trade and international competitiveness. Reserves accumulation assists in appreciation 

of national currencies.  (Adam & Léonce, 2012)  

CBN (2012), states that external reserve is essential for International trade settlements, 

International trade settlements and serves as a form of shock-absorber in times of 

shocks experienced in the oil market. External Reserves are accumulated for other 

emergencies and natural disasters. 

The introduction of flexible exchange rate in 2014, that makes exchange rate of Naira 

against others currencies determines by force of market (Demand and Supply) makes 

Naira exchange rate to be more volatile. Excess relied on importation of goods and 

services leads to deficit in balance of payment which reduces external reserves. As a 

result, it impacts on exchange rate in Nigeria. In order to intervene in the foreign 

exchange markets and reduce foreign exchange volatility and achieve price stability, 

accumulation of external reserves continued unabated. These accumulations are made 

regardless of whatever effects they have on the exchange rates itself price stability and 

volatility of both. In spite of the accumulations and measures to manage external 

reserves, volatility and inflationary pressures persist.  

External reserve is use for settlement of import goods and services. Nigeria’s external 

reserves have lost about a quarter of value from 2009 to date. In contrast, yearly import 

has growth by over 230 percent between 2009 and 2019 (Geoff 2020). He state further 

that reserve currently stand at $36.6 billion (# 13.9 trillion ), cannot finance a two year 

import as required by the Act. 
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Although extensive academic research has explored on foreign exchange reserve and 

exchange rate both at foreign and local Ebere, Ogochukwu, Victor and Ozioma (2019); 

Adegboyo, Efuntade and Efuntade (20190; Ngozi, Abdulkadir, Ismaila, Mohammed, 

Solomon, Bola and Micheal (20160; Onwuka and Igweze (2014); Usman and Ibrahim 

(2010), discovered that an increase in real exchange rate increase reserves as well, 

nominal exchange rate sharing a positive but significant relationship with foreign 

reserves. Samih and Wael (2017); Mayuresh and Ramana (20130; Umeora (2013); 

Chinweobo (2013), found negative and significant relationships between foreign 

exchange reserves and real effective exchange rate. There is no long and short term 

relation between exchange rate (EXR) and foreign exchange reserves (FOREX). 

Based on inconsistence in the found of previous researchers and failure to include 

parallel market exchange rate, this study intends to fill the gap to include parallel 

market exchange rate in our model with the use of monthly data.  

There are various studies on external reserves but not much studied on effect of 

exchange rates (official and parallel market rate). Hence, this paper is to add to the 

body of the existing knowledge as well as provide information on foreign reserves and 

import. The findings will thus enrich the existing literature and provide suggestions on 

how best to mitigate costs and adverse effects of holding external reserves. Policy 

makers and scholars will find the study rewarding. 

This paper, therefore, studies the effects of foreign reserve on exchange rate 

fluctuation in Nigeria. This paper is organized as follows: Section II describes the data 

used for the empirical analysis, Section III describes the methodology followed and 

Section IV presents the results, which are summarized in Section V.  

 

Literature Review 

Theoretical issue 

Transaction approach states that the desired currency composition of reserve assets is 

independent of the optimal distribution of net wealth across currencies and that the 

holdings of reserve assets denominated in a particular currency would be related to 

transaction costs associated with the government's purchases and sales of foreign 

exchange (ukessays.com). The alternative mean-variance approach suggests that a 

rational government would not put all of its wealth in the one currency that has the 

highest expected yield, because of the possibility of high variable outcome for its 

wealth depending on future exchange rates changes.  

The works of Heller and Knight (1978) supports the view that transaction needs to 

play a major role in determining the currency composition of reserves. From their 

findings, countries increased the proportion of their foreign exchange reserves held as 

a given reserve currency if they peg their exchange rates to that currency or if the 

reserve destination was an important trading partner Knight (1978). A nation’s 
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external debts and reserve values are important indicators of external vulnerability, 

which include current account indicators; debt indicators; liquidity indicators; and 

other indicators such as the ratio of foreign reserves to money supply, nominal and 

real effective exchange rate (Vojtisek, 2002). 

 

Empirical Review 

Foreign author 

Samih and Wael (2017), investigate on the accumulation of foreign exchange reserves 

and the development of the macro-economy in the Gulf and Cooperation Council 

countries (GCC countries), employed OLS Panel Least Square and the results showed 

a positive and significant relationships between foreign exchange reserves 

accumulation  and oil prices, GDP, the ratio of current account to GDP, and the ratio 

of broad money to GDP. Moreover, there is  negative and significant relationships 

between foreign exchange reserves accumulation and real effective exchange rate, the 

ratio of debt to GDP, and call money rates. However, the stockpile of foreign exchange 

reserves in the GCC countries is not sensitive to nominal effective exchange rates, 

neither to the ratio of imports to GDP, and nor to interest rates on the US Dollar. The 

study shows a robust and positive link between foreign exchange reserves and oil 

prices on the economic growth in these countries.  

Mayuresh and Ramana (2013), studied on causal relationship between exchange rate 

and foreign exchange reserves in the Indian context, used Vector Auto Regression 

(VAR) and discovered that there is no long and short term relation between exchange 

rate (EXR) and foreign exchange reserves (FOREX) in the Indian context. 

 

Local author 

Ibrahim and Famous (2020), look into the dynamics of foreign exchange reserves in 

Nigeria by examining the short-run and long-run impacts of some macroeconomic 

variables (exchange rate, inflation, interest rate, crude oil price, and real gross 

domestic product) on foreign reserves in Nigeria from 1986 to 2018. Multivariate 

autoregressive distributed-lag model (ARDL) was used to analyze data and the result 

revealed that none of the explanatory variables (exchange rate, inflation rate, interest 

rate, crude oil price, and real gross domestic product) shared contemporaneous and 

lagged relationship with foreign reserves dynamics in Nigeria. However, in the long 

run, only the previous value of foreign reserves was significant in explaining foreign 

reserves dynamics in Nigeria during the sample period. Given that foreign reserves 

play an important role in the design and evaluation of current and future 

macroeconomic policies aimed at achieving trade balance. 

Ebere, Ogochukwu, Victor and Ozioma (2019), worked on the responsiveness of 

foreign reserves to exchange rate variables with a focus on the Nigerian economy, 
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employed both Auto Regressive Distributed Lag Model (ARDL) and correlation 

matrix for data analysis. It was discovered that an increase in real exchange rate 

increases reserves as well, nominal exchange rate sharing a positive but insignificant 

relationship with foreign reserves.  

Adegboyo, Efuntade and Efuntade (2019), examined the relationship between external 

reserve and trade in Nigeria, employed ARDL Bound test method, granger causality 

test and regression analysis. The result revealed that exchange rate, oil export and non-

oil export move in the same direction with external reserve while oil import and non-

oil import moves in different direction with external reserve. In addition, the granger 

causality test revealed that exchange rate, non-oil export, oil export and oil import has 

uni-directional causal relationship with the causal running from each variable to 

external reserve while there is bi-directional relationship between non-oil import and 

external reserve. The result display the presence situation in Nigeria where both oil 

and non-oil export increases the external reserve while oil and non-oil import deplete 

it. It revealed that the volume of external reserve affects non-oil export.  

Ngozi, et al. (2016), exchange rate and external reserves in Nigeria used Threshold 

Vector Error Correction Model (TVECM) and found that the error correction 

coefficients for both the bureau de change exchange rate and external reserves 

equations were not statistically significant at the 5 per cent significance level. While 

in the second regime, error correction coefficient for the external reserves equation 

was found to be statistically significant at 10 percent. This implies that the adjustment 

mechanism between the two variables flow from external reserves to BDC exchange 

rate. 

Isaiah, Ubong, Babatunde and Rabia (2015), looked into the long run relationship 

between exchange rate and external reserves in Nigeria during 1990Q1 –2012Q4, used 

threshold vector error correction model (TVECM). The result reveals that co-

integration between the variables occurs at 0.52 parameter when the equilibrium error 

is greater than an estimated. Having partitioned the TVECM into two regimes based 

on the obtained threshold, they found that the error correction coefficients of the 

exchange rate in the two regimes are not significant. It implies that exchange rates do 

not respond to equilibrium error during the estimation period. Alternatively, external 

reserves adjust to correct past divergence, albeit only when the equilibrium error 

exceeds the threshold parameter. Overall, external reserves adjust to maintain long run 

equilibrium while exchange rates do not. 

Onwuka and Igweze (2014),examined the effects of foreign reserve and external debt 

on USD/Naira exchange rate, discovered that external reserve and foreign debt have 

significant contributions to the USD/Naira  exchange rate. A direct relationship exists 

between USD/Naira exchange rate and external reserve and foreign debt respectively. 

It is therefore recommended that contributions to foreign reserve should be diversified 
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to other major currencies of the world so as to reduce the exchange rate demand on the 

United State Dollar; foreign borrowing should be reduced as low as possible so as to 

reduce the demand on foreign exchange. Borrowing from other non- USD dominated 

economies may diversify foreign exchange demand.  

Umeora (2013), study on the effects of holding Foreign Exchange reserves on 

Exchange Rates in Nigeria employed Simple linear regression and finds that there is a 

negative relationship between Foreign Exchange rate, inflation has positive 

relationship with foreign reserves. 

Chinweobo (2013), examined the effects of holding Foreign Exchange reserves on 

Exchange Rates and Inflation in Nigeria; employed Simple linear regression and found 

that there is an inverse relationship between Foreign Exchange rate and foreign reserve 

and positive relationship between inflation and foreign reserves. 

Usman and Ibrahim (2010), studied the impacts of change in external reserves position 

of Nigeria on domestic investment, inflation rate and exchange rate employed 

combination of ordinary least square (OLS) and vector error correction (VEC) 

methods. They discovered that Foreign Direct Investment (FDI) and exchange rates 

have influences on change in external reserves in the country while domestic 

investment and inflation rates have no influence on it.  There is the need to improved 

reserve management strategies that will maximize the gains from oil export revenue 

through effective utilization of resources to boost domestic investment.  

 

Methodology 

The time series data of the foreign exchange reserves (only foreign exchange currency 

reserves considered here) and the exchange rate (Naira versus dollar) from Jan, 2008 

to March, 2022is considered for the study. EXR (Exchange rate) is the dependent 

variable and FOREX (Foreign Exchange Reserves) is the independent variable while 

import and export are control variables. Data were obtained from Central bank of 

Nigeria statistical bulletin of 2022. The data is being statistically processed using Unit 

Root Test to check the stationary of the variables under consideration since Dickey 

and Fuller (1979), stated that there is likelihood of obtaining a spurious regression if 

the series that generate the results are non-stationary. This necessitates our 

investigation of the time series properties of the data by conducting unit root test for 

stationarity using Augmented Dickey Fuller (ADF) unit root test.  Autoregressive 

distribution lag was used to determine the effects of exchange rate on external reserve 

in Nigeria. The estimate techniques used for the model was the First Difference 

Autoregressive Distributed Lag (ARDL). This method was chosen because all 

variables in the model are not stationary at level but stationary at first difference, 

indicating they are integrated of order one [I(1) series], except external reserves that 

stationary at level. 
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Model Estimation 

Models used for the study 

REXR = βo + β1 REXR(-1) +β2 REXR(-2)+β3 REXR(-3)+β4 BDC + β5 LNER + β6 

LNEXP + β7LNIMP + β7LNIMP(-1) + β8 IF +µ ………………….      (1) 

Where ER = External Reserves 

REXR = Real Exchange Rate 

PEXR = Parallel market Exchange Rate 

IMP = Import 

EXP = Export 

Β0 - 4 are the regression coefficients for model and µ are error terms for normal 

distribution with mean = 0 and standard deviation = S; I is the ith observation since 

data are time serial. Autoregressive Distributed Lag (ARDL) is run for the model. 

 

Data Analysis 

Estimation Procedure and Results 

To really ascertain the effect of external reserve on exchange rate in Nigeria, monthly 

data was collected on foreign reserve, import, export, inflation, real exchange rate and 

bureau de change for the period Jan, 2008 to March, 2022. To enhance detail analysis, 

we undertook a descriptive analysis of the data using the descriptive statistics. This is 

followed by the unit roots test using the Augmented Dickey Fuller (ADF) and Philip 

–Perron methods, and Regression Analysisl. The results of the analyses are presented 

as follows: 

 

Table 1. Descriptive Statistics of the Variables in the Model  

Statistics REXR BDC IF LNEXP LNIMP LNER 

 Mean  217.8604  254.6161  12.09838  8.559232  8.367318  10.54191 

 Median  158.0700  175.0850  11.87500  8.603810  8.406759  10.52219 

 Maximum  381.0000  494.7000  18.72000  9.297077  9.056564  11.03621 

 Minimum  117.7256  118.7000  7.700000  7.560398  7.825085  10.07280 

 Std. Dev.  83.31186  117.7373  2.916738  0.416708  0.276462  0.210334 

 Skewness  0.584359  0.556795  0.381096 -0.354044 -0.026313  0.169156 

 Kurtosis  1.772131  1.762304  2.361438  2.093459  2.445265  2.738092 

Jarque-Bera  19.15708  18.47982  6.591329  8.821368  2.070005  1.220339 

Probability  0.000069  0.000097  0.037043  0.012147  0.355225  0.543259 

Sum  34857.67  40738.57  1935.740  1369.477  1338.771  1686.706 

Sum Sq. Dev.  1103598.  2204068.  1352.670  27.60966  12.15255  7.034201 

 Observations  160  160  160  160  160  160 
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The descriptive statistics result in table 1 indicates that real exchange rate has mean 

value of $217.8604billion with minimum value of $117.7256billion, maximum value 

of $381.0000billion and standard deviation of $ 83.31186billion. Bureau de change 

stood at N254.6161 on an average with a minimum value of N118.7000, maximum 

value of N494.7000 and standard deviation of N117.7373. Inflation rate under the 

period under investigation stood at 12.09838 on the average with minimum rate of 

18.72000, maximum of 18.72000 and standard deviation of 2.916738. Log of export 

in Nigeria has mean value of N8.559232billion with minimum export value of 

N7.560398billion, maximum value of N9.297077billion and standard deviation of 

N0.416708billion. Nigeria’s log of import stood at N8.367318biilion on the average 

with minimum value of N7.825085billion, maximum value of N9.056564billion and 

standard deviation of N0.276462billion. External reserve has averaged value of 

$10.54191billion with minimum rate of $10.07280 billion, maximum rate of 

$11.03621and standard deviation of $0.210334. The results above show that Bureau 

de change, real exchange rate and inflation rate witnessed increasing trend over the 

period under investigation while export and import were relatively stable. However, 

Nigeria has fared poorly possibly due to inappropriate application of resources. 

The stationarity reported in tables 2 show that all the variables under consideration- 

bureau de change (BDC), inflation rate (IF), export (EXP), import (IMP) and real 

exchange rate (REXR) attained stationarity at first difference, this implies that the 

variables are integrated of order one i.e I(1) except external reserve (ER) that 

integrated at level, this implies that the variable is integrated of order zero i.e I(0). 

These results show that the null hypotheses of non-stationarity for the variables under 

investigation are rejected at 5% significant level. Based on integration at different level 

Auto regression distribution lag model is applicable for estimation techniques.  

 

Table 2: Unit Root Tests Result 

Augmented Dickey Fuller (ADF) Test 

Statistic  

Philip-Perron (PP) Test Statistic 

Varia

ble 

ADF 

Stati

stic   

1% 5% 10% Deci

sion 

PP 

Stati

stic 

1% 5% 10% Deci

sion 

Log(B

DC) 

-

4.06

0628 

-

3.47

3967 

-

2.88

0591 

-

2.57

7008 

I(1) -

9.14

0023 

-

3.47

1987 

-

2.87

9727 

-

2.57

6546 

I(1) 

Log(I

F) 

-

3.41

0850 

-

3.47

2259 

-

2.87

9846 

-

2.57

6610 

I(1) -

12.2

9343 

-

3.46

9214 

-

2.87

8515 

-

2.57

5899 

I(1) 
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ER -

12.4

9739 

-

3.46

8980 

-

2.87

8413 

-

2.57

5844 

I(0) -

12.5

1329 

-

3.46

8980 

-

2.87

8413 

-

2.57

5844 

I(0) 

Log(E

XP) 

-

15.0

4153 

-

3.46

9214 

-

2.87

8515 

-

2.57

5899 

I(1) -

15.0

4967 

-

3.46

9214 

-

2.87

8515 

-

2.57

5899 

I(1) 

Log(I

MP) 

-

9.49

5604 

-

3.46

9933 

-

2.87

8829 

-

2.57

6067 

I(1) -

33.7

0999 

-

3.46

9214 

-

2.87

8515 

-

2.57

5899 

I(1) 

Log(R

EXR) 

-

9.24

4331 

-

3.46

9691 

-

2.87

8723 

-

2.57

6010 

I(1) -

9.85

9390 

-

3.46

9451 

-

2.87

8618 

-

2.57

5954 

I(1) 

 

Dependent Variable: REXR 

Method: ARDL 

Date: 05/24/22   Time: 21:06 

Sample (adjusted): 4 160 

Included observations: 157 after adjustments 

Maximum dependent lags: 4 (Automatic selection) 

Model selection method: Akaike info criterion (AIC) 

Dynamic regressors (4 lags, automatic): BDC LNER LNEXP LNIMP IF   

Fixed regressors: C 

Number of models evalulated: 12500 

Selected Model: ARDL(3, 0, 0, 0, 1, 0) 

Note: final equation sample is larger than selection sample 

     

Variable Coefficient Std. Error t-Statistic Prob.*   

REXR(-1) 1.091172 0.082436 13.23664 0.0000 

REXR(-2) -0.398880 0.118382 -3.369417 0.0010 

REXR(-3) 0.149189 0.077167 1.933322 0.0551 

BDC 0.106861 0.030751 3.475024 0.0007 

LNER 6.138555 3.923379 1.564609 0.1198 

LNEXP -6.177913 2.566119 -2.407493 0.0173 

LNIMP 4.933887 3.217736 1.533341 0.1273 

LNIMP(-1) 4.708688 3.130250 1.504253 0.1347 

IF 0.217601 0.292460 0.744037 0.4580 

C -86.59289 57.96987 -1.493757 0.1374 

R-squared 0.992103     Mean dependent var 219.7697 
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Adjusted R-squared 0.991620     S.D. dependent var 82.93780 

S.E. of regression 7.592424     Akaike info criterion 6.953754 

Sum squared resid 8473.801     Schwarz criterion 7.148420 

Log likelihood -535.8697     Hannan-Quinn criter. 7.032815 

F-statistic 2052.027     Durbin-Watson stat 1.988348 

Prob(F-statistic) 0.000000    

*Note: p-values and any subsequent tests do not account for model 

        selection.   

 

  

Interpretation of Results 

The result obtained from the estimation output of E-View 9 for the empirical model at 

its transformed variables form is presented in table 4. The specified model formulated 

to capture the effect of external reserve on real Exchange rate (#/1$), import, export, 

inflation, external reserve and bureau de change is expressed as: 

REXR = βo + β1 REXR(-1) +β2 REXR(-2)+β3 REXR(-3)+β4 BDC + β5 LNER + β6 

LNEXP + β7LNIMP + β7LNIMP(-1) + β8 IF +µ ………………….      (1) 

The estimated model based on the result presented in table 4 is given as: 

REXR = -86.59289 + 1.091172REXR (-1) -0.398880REXR (-2) + 0.149189 REXR (-

3) + 0.106861 BDC +6.138555LNER-6.177913 LNEXP + 4.933887LNIMP + 

4.708688LNIMP (-1) + 0.217601 IF +µ ………………….      (1) 

The estimated result for the multiple parameters regression specified to capture the 

effect of exchange rate on external reserve in Nigeria between 1999 between 2020 on 

monthly data presented in table 4 revealed the effects of incorporated variables for the 

analysis of the study. The table 4 reports that changes in REXR in a month lag and 

three months’ lag and BDC, exert positive effects on real exchange rate in Nigeria, 

line with the work of Ebere, Ogochukwu, Victor and Ozioma (2019), Onwuka and 

Igweze (2014), while, the effects of REXR in two months’ lag and exports are exerting 

negative effect on changes in REXR in line with the work of Samih and Wael (2017) 

and all of these effects conform with the a priori expectations. 

In terms of magnitude of effect, a unit increase in REXR in a month lag and three 

months’ lag and BDC increase REXR by 1.091172, 0.149189 and 0.106861 

respectively. This implies that increase in a month and three months’ lag of real 

exchange rate and Bureau de change increase Real exchange rate in Nigeria. 

The result further revealed that a unit increase in REXR two months ago and export 

decrease real exchange rate by 0.398880 and 6.2% respectively. This implies that past 

exchange rate in lag of two and export have negative influences on current exchange 

rate, i.e increase in export decline exchange rate.  
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In assessing the partial significance of the estimated parameters for the incorporated 

variables, the t-statistics results are presented in the table 4. The result shows that the 

estimated parameter for changes in REXR in a month, two months and three months’ 

lag, Bureau de change and export were found to be partially statistically significant at 

5% critical level because their p-values are less than 0.05. While, the estimated 

parameters for the External reserve, import, import in a month’s lag were found 

partially insignificant at both 5% critical level but significant at 10% critical level but  

inflation was found partially insignificant at 5% and 10% critical level. 

Although, the F-statistic shows a value of 2052.027 and a p-value of 0.0000. This 

indicates that all variables included in the model had jointly significant effect on 

exchange rate. This means the overall model is significant at 5% critical level. While 

the Adjusted R-squared show values of 0.991620 which indicate that about 99.16 

percent after adjusting for loss of degree of freedom of variation in real exchange rate 

is explained by others variable. This implies that real exchange rate lag, external 

reserve, import, export and inflation have high explanatory power on exchange rate. 

This indicates that the model is in good fit. The Durbin-Watson statistics shows a value 

of 1.988348. Since this value is close to 2, a conclusion can be made that there is 

absence of serial correlation in the model.  

 

Conclusion and Recommendations 

The study considered real exchange rate lag, external reserve, import, export and 

inflation rate as they affect real exchange rate on monthly basis especially from Jan, 

2008 to March, 2022. 

Empirical results revealed that REXR in a month lag and three months’ lag and BDC 

effectively influence the exchange rate from Jan, 2008 to March, 2022 in Nigeria. They 

have positive influence on exchange rate. This is an indication that the higher the 

increase in local market for exchange rate; the higher the rate in official market. 

On the other hand, REXR in two months’ lag and export also influence exchange rate 

in Nigeria negatively during this period. This is an indication that increase in export 

reduces exchange rate.  

On the basis of the F-Statistic result, this study rejects the null hypothesis “external 

reserve, import, export and inflation rate have no significant effects on exchange rate” 

at 5% significance. Therefore, the study concludes that external reserve, import, export 

and inflation, have significant effect on exchange rate in Nigeria. However, the effect 

of industrialization on exchange rate is not yet known from this study and this will 

serve as a gap to be filled for other future studies on Nigerian. Our econometric 

evidence is also in line with the findings of scholars reviewed in section two like Ebere, 

Ogochukwu, Victor and Ozioma (2019), Onwuka and Igweze (2014). 
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The study recommends that Government should encourage local production and create 

incentive for exportation of goods and services. 
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