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Abstract  
 

The study examined the impact of exchange rate depreciation on the level of foreign direct investment inflow into 

Nigeria from 1981-2014, based on annual time series data sourced from Central Bank (CBN) Statistical Bulletin. 

Foreign direct investment inflow was used as the dependent variable, while exchange rate depreciation, economic 

growth (as proxied by RGDP), inflation rate, external debt and degree of openness were the main explanatory 

variables. The data was subjected to stationarity tests using the augmented Dickey fuller test and all the variables 

were found to be stationary at their first differences.  The study deployed vector error correction test to determine 

the long run and short run relationship among the variables and then granger causality test to determine the 

direction of relationship. Finally, the study further adopted the impulse response analysis to retrieve the direction 

and the response time path of FDI to one standard innovation in exchange rate depreciation. Based on the impulse 

response function, the study found that the response of FDI to one standard innovation in exchange rate 

depreciation is negative both in the long run and short run. The study, therefore, found that exchange rate 

depreciation and trade openness had significant impact on foreign direct investment inflow into Nigeria. The study 

also revealed that there is a unidirectional relationship running from FDI to EXRD, FDI to RGDP and EDET to 

FDI respectively without feedback. The study, therefore, concluded that exchange rate depreciation and trade 

openness are significant determinants of foreign investment inflows into Nigeria. The study, therefore, recommends 

that monetary authorities should make policies to harmonize the multiple exchange rates prevalent in Nigeria. 

Convergence of these differing rates will restore relative confidence to the foreign investors to invest in Nigeria. 

Secondly, non-economic factors like political stability is a major consideration by foreign investors, hence, the need 

to further enhance our political processes that could guarantee its stability, long term. 
 
 

Keywords: Real Gross Domestic Product, Inflation rate, External debt, degree of trade openness, Foreign Direct 

Investment and Exchange Rate depreciation. 

1.0 Introduction 
 

FDI is an important source of growth for developing countries, because it adds to both capital formation and 

investment resources. Other benefits include transfers of production technology, skills, organizational and 

managerial practices and innovative capacity. Foreign investors come into a foreign market with the intention of 

return. But, they are exposed to many types of risks as well. These risks includes but not limited to exchange rate 

risk, political risks etc. Most importantly, as long as the investors are optimistic about the conditions in a foreign 

market, they will invest their fund or reinvest their earnings into that market. Therefore, along with economic and 

political factors such as market size, inflation, political and social risk, interest rate and so on, the effect of exchange 

rate and its volatility on FDI become an important issue of literature as one of the main determinants of FDI inflows 

(Cem &Burcak, 2013). The pattern of the foreign direct investment that exist is often skewed towards exploration 

and mining, meaning that the foreign direct investment inflow into sub-Saharan African countries has been centered 

on natural resources, although the size of the domestic market may be a consideration (Odili, 2015). 

Over the years, the Naira (Nigerian Currency) exchange rate has witnessed a continuous slide in all the segments of 

the foreign exchange market which include official, bureau de change and parallel markets. This high exchange rate 

volatility in Nigeria, among others, led to a precarious operating environment which can be attributed to the reason 

why Nigeria was not only unable to attract foreign investment to its fullest potentials but also had a limited domestic 

investment. As such, despite the vast investment opportunities in agriculture, industry, oil and gas, commerce and 

infrastructure, very little foreign investment capital was attracted relative to other developing countries and regions 

competing for global investment capital (Osinubi, 2009). Consequently, this study is carried out to empirically 

investigate the extent to which continuous naira depreciation had affected the inflow of foreign direct investment in 

Nigeria and also update existing literature in this area. Primarily, therefore, the overall objective of this study is to 

ascertain the impact of exchange rate depreciation on FDI inflow in Nigeria.  
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2.0   Empirical Review  

Cem & Burcak (2013) examined the impact of the level and volatility of real exchange rate on FDI inwards into 

Turkey for the period between 2004 and 2012. Using GARCH (11) and Markow Regime Switching models, their 

result revealed that real exchange rate level and its volatility, inflation, transportation and communication index and 

lagged value of monthly FDI inflows do not have significant effect on monthly FDI inflows into Turkey. 

Sami(2012) analyzed the relationship of FDI with exchange rate and exchange rate volatility in Pakistan from 1980-

2010. They adopted econometrics techniques of unit root, cointegration, volatility analysis and causality tests. The 

result indicated that is positively associated with Rupee depreciation and exchange rate volatility deters FDI. Also, 

exchange rate volatility granger causes FDI but not vice versa.  

Ellahi and Nazima (2011) analyzed the impact of exchange rate volatility on FDI for the Pakistan economy from 

1980 -2010. Employing ARDL, VECM and Causality tests, the result showed that exchange rate volatility had a 

negative impact on FDI inflow in the short run while  a positive impact on FDI in the long run. Bilawal(2014) 

investigated whether uncertainty or fluctuations in exchange rate affects the macroeconomic stability in Pakistan 

from 1982-2013.Applying the tests of Correlation and regression analysis, their correlation results showed that there 

is positive significant relationship between Exchange rate and foreign Direct Investment. The regression analysis 

also indicated that the independent variable, Exchange rate has 67% impact on dependent variable Foreign Direct 

Investment. Paul and Muazu (2016) empirically analyzed the effect of excessive fluctuations in the exchange rate on 

economic growth in Ghana. Adopting GARCH and cointegration techniques, they found out that excessive volatility 

was detrimental to economic growth.  

Ehimare (2011) analyzed the effect of exchange rate and inflation on foreign direct investment and its relationship 

with economic growth. Employing OLS technique, the result revealed that FDI follow economic growth occasioned 

by trade openness which saw the entry of some major companies especially the telecommunication companies. He 

also found out that Inflation has no effect on FDI while exchange rate has effect on FDI. Peter (2010) examined the 

relationship of net foreign portfolio investment inflows, namely; corporate bonds and stocks, to two pull factors; 

investor risk aversion and the US stock market. They employed VAR technique and the result showed that positive 

shocks to the market had an insignificant response to the net corporate bond inflow and a significant short term 

positive response to the net corporate stock inflow. Also, the net corporate stock inflow does not respond to risk 

aversion, whereas bond inflows exhibit a significant midterm response to an increase in risk aversion. Anthony 

(2015) investigated the impact of foreign direct investment on Nigerian capital market development in Nigeria from 

1970-2010. The research showed that market capitalization and FDI are not cointegrated. Applying OLS technique 

indicated that FDI are not cointegrated. Applying OLS technique indicated that FDI has a significant and positive 

impact on market capitalization.  

Ojong (2015) assessed the factors that determine FDI inflow in Nigeria from 1983 to 2013. Using OLS and ADF 

techniques, they found out that while Market capitalization negatively influenced the inflow of FDI in Nigeria, trade 

openness impacted positively on the inflow of FDI. Also, the result revealed that Gross fixed capital formation had a 

significant negative effect on the attraction of FDI into Nigeria and a positive effect of the level of economic 

activities on the inflow of FDI in Nigeria. Ebele (2015a,b) investigated the effect of foreign investment inflow on 

exchange rate in Nigeria from 1987-2012. The author employed OLS and granger causality tests and the results 

show that while foreign portfolio investment had an insignificant and positive effect on exchange rate, FDI had an 

insignificant but negative impact on exchange rate. The study further analyzed the effect of foreign investment on 

economic growth of Nigeria and found out that both FPI and FDI had positive and significant impact on economic 

growth of Nigeria.  

3.0     Method of Study 
The study deployed the Vector Error Correction Model (VECM) to analyse time series data obtained secondarily 

from the Central Bank Statistical Bulletin of various years. The data are subjected to stationarity tests using the 

augmented Dickey fuller test. The models were further subjected to Vector error correction test to determine the 

long run and short run relationship among the variables and then granger causality test to determine the direction of 

relationship.  Finally, the impulse response function were conducted to gauge and retrieve the time path of the 

variations in the variables. 

3.1     Model Specification  

Considering the objectives and research hypotheses, the general model is specified as: 
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FDI= EXRD + RGDP + INF + EDET + TOP …………………………………………………..……. 1 

Equation 1 above is transformed into a log-linear function thus; 

Log FDI =  0 +  1 log EXRD + 2 log RGDP +  3 log INF +  4 log EDET +  5 log TOP +  t ………2 

Where; 

FDI= Foreign direct investment inflow as the dependent variable  

EXRD = Exchange rate depreciation  

RGDP = Real gross domestic product as a proxy for economic growth  

INF = inflation rate  

EDET = External debt  

TOP = degree of trade openness  

 0 = the intercept of the equation  

 1 to  5 are the coefficients of the independent variables to be estimated. 

 t = the stochastic or error term  

Our a priori expectation of the signs of the coefficients is given as:  

 1<0,  2>0,  3<0,  4<0,  5>0  

By implication, exchange rate depreciation will affect FDI inflow negatively because as currency depreciates, 

economic agents will resort to holding foreign currencies which put a lot of pressure on the exchange rate and 

thereby affecting foreign investors’ ability to repatriate profits. Market size (RGDP) of the host country will have 

positive relationship with FDI inflow because FDI is possible in those countries where market is large enough to 

accommodate and benefit through economies of scale (Ellahi, 2011). High rate of inflation will also discourage 

foreign investors as it entails currency depreciation. Hence, inflation has an inverse relationship with FDI inflow. 

Rise or high external debt will negatively affect FDI inflow as debt service could reduce infrastructural development 

required to attract investment of any kind. Finally, the greater the degree of openness (import plus export divided by 

GDP) the higher the FDI inflow. Thus, TOP will have a direct or positive relationship with FDI inflow. 

4.0   Estimation and Data Analysis  

The data were estimated using the E-view software and the various tests result are presented below. 

4.1   Unit Root Result  

Table 1: Unit Root Result 

Variable  ADF Test 

statistics  

Test critical 

value   

Max lag Order of 

integration  

Level of 

significant  

RGDP -5.383572 -2.957110 4 1(1) 5% 

FDI -7.062427 -2.957110 4 1(1) 5% 

EXRD -5.654109 -2.954021 4 1(0) 5% 

INF -4.401160 -2.954021 4 1(0) 5% 

EDET -5.245794 -2.957110 4 1(1) 5% 

TOP -6.93316 -2.957110 4 1(1) 5% 

Source: Author's computation 

From table 1 above, one variable, inflation (INF) is integrated at levels while all other variables are integrated of 

order (1).  

 

4.2   Vector Error Correction Result 

Vector Error Correction Estimates     

 Date: 02/11/18   Time: 18:48     

 Sample (adjusted): 1984 2014     

 Included observations: 31 after adjustments    

 Standard errors in ( ) & t-statistics in [ ]    
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Cointegrating Eq:  CointEq1      

       LOG(FDI(-1))  1.000000      

       

LOG(EXRD(-1))  0.177804      

  (0.06376)      

 [ 2.78872]      

       

LOG(RGDP(-1)) -0.137955      

  (0.05119)      

 [-2.69519]      

       

LOG(INF(-1)) -0.023399      

  (0.07585)      

 [-0.30850]      

       

LOG(EDET(-1)) -0.008129      

  (0.06554)      

 [-0.12403]      

       

LOG(TOP(-1)) -1.192615      

  (0.06175)      

 [-19.3151]      

       

C  0.334462      

Error Correction: D(LOG(FDI)) D(LOG(EXRD)) D(LOG(RGDP)) D(LOG(INF)) D(LOG(EDET)) D(LOG(TOP)) 

       
CointEq1 -0.306219 -1.903035  0.162358 -0.616026  0.240756  0.223432 

  (0.58260)  (0.96398)  (0.44038)  (0.64591)  (0.24389)  (0.48189) 

 [-0.52561] [-1.97414] [ 0.36868] [-0.95373] [ 0.98715] [ 0.46366] 

       

D(LOG(FDI(-1))) -0.516145  2.576048  0.093517 -0.100752 -0.298239 -0.274037 

  (0.53283)  (0.88163)  (0.40276)  (0.59073)  (0.22306)  (0.44073) 

 [-0.96869] [ 2.92190] [ 0.23219] [-0.17055] [-1.33706] [-0.62178] 

       

D(LOG(EXRD(-1)))  0.050712 -0.175069  0.003498 -0.038282 -0.030093 -0.030685 

  (0.10848)  (0.17949)  (0.08200)  (0.12027)  (0.04541)  (0.08973) 

 [ 0.46749] [-0.97536] [ 0.04266] [-0.31831] [-0.66268] [-0.34198] 

       

D(LOG(RGDP(-1))) -0.116954 -0.053288 -0.372013  0.243885 -0.615526  0.034942 

  (0.69291)  (1.14652)  (0.52377)  (0.76822)  (0.29007)  (0.57314) 

 [-0.16879] [-0.04648] [-0.71026] [ 0.31747] [-2.12198] [ 0.06096] 

       

D(LOG(INF(-1)))  0.048914  0.052556 -0.003308 -0.294152  0.057500  0.025303 

  (0.16728)  (0.27679)  (0.12644)  (0.18546)  (0.07003)  (0.13836) 

 [ 0.29241] [ 0.18988] [-0.02616] [-1.58608] [ 0.82111] [ 0.18287] 

       

D(LOG(EDET(-1)))  0.189331  0.283170 -0.028726  0.920978  0.416481  0.150256 

  (0.43169)  (0.71429)  (0.32631)  (0.47861)  (0.18072)  (0.35707) 

 [ 0.43858] [ 0.39643] [-0.08803] [ 1.92429] [ 2.30460] [ 0.42080] 

       

D(LOG(TOP(-1)))  0.437140 -2.048616 -0.421804  0.193699 -0.301874  0.330531 

  (0.68673)  (1.13629)  (0.51910)  (0.76136)  (0.28748)  (0.56803) 

 [ 0.63655] [-1.80290] [-0.81258] [ 0.25441] [-1.05006] [ 0.58189] 

       

C  0.080669 -0.084066  0.268934 -0.227321  0.244899  0.025731 

  (0.26069)  (0.43135)  (0.19706)  (0.28902)  (0.10913)  (0.21563) 

 [ 0.30944] [-0.19489] [ 1.36476] [-0.78651] [ 2.24405] [ 0.11933] 
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 R-squared  0.522414  0.564094  0.049316  0.291031  0.316066  0.030865 

 Adj. R-squared 0.414677  0.431426 -0.240022  0.075258  0.107912 -0.264089 

 Sum sq. resids  29.50909  80.79065  16.86076  36.27158  5.171423  20.18942 

 S.E. equation  1.132698  1.874203  0.856199  1.255797  0.474178  0.936910 

 F-statistic  0.458324  4.251945  0.170445  1.348784  1.518425  0.104644 

 Log likelihood -43.22312 -58.83414 -34.54762 -46.42133 -16.22909 -37.34025 

 Akaike AIC  3.304717  4.311880  2.745008  3.511053  1.563167  2.925177 

 Schwarz SC  3.674779  4.681941  3.115069  3.881115  1.933228  3.295239 

 Mean dependent  0.074277  0.043362  0.183063 -0.032924  0.162526  0.051360 

 S.D. dependent  1.058699  2.485555  0.768882  1.305898  0.502039  0.833315 

 Determinant resid covariance (dof adj.)  0.004426     

 Determinant resid covariance  0.000738     

 Log likelihood -152.1499     

 Akaike information criterion  13.29999     

 Schwarz criterion  15.79791     

Source: Author's computation 

 

The equation of the short run result can be written as; 

Log FDI= 0.33442+ 0.17781log EXRD– 0.13796log RGDP – 0.02340log INFL – 0.00813log EDET – 1.19262log 

TOP 

This equation shows that exchange rate depreciation (EXRD), degree of trade openness (TOP) and real GDP 

(RGDP) are wrongly signed (positive, negative and negative respectively), meaning that they did not meet a priori 

expectations in the short run. On the other hand, inflation and external debt are rightly signed in the short run. The 

short run equation suggests that a unit increase in exchange rate depreciation will lead to increase in FDI inflow by 

0.18 units. This means that there is a positive and significant relationship between EXRD and FDI in the short run- 

(its t-value is greater than + or – 2). A unit increase in RGDP will lead to decrease in FDI inflow by 0.14 units and 

this implies a negative but significant relationship between FDI inflow and economic growth (RGDP). Also, a unit 

increase in inflation will lead to a fall in FDI inflow by 0.02 units. This means that there is a negative and 

insignificant relationship between FDI inflow and inflation in the short run. Furthermore, a unit increase in external 

debt (EDET) will lead to a reduction in FDI inflow by 0.01 units which means an inverse but insignificant 

relationship between FDI inflow and external debt. Finally, a unit increase in the degree- of trade openness'(TOP) 

will lead to a fall in FDI inflow by 1.19 units. Thus, in the short run, the relationship between FDI inflow and trade 

openness is negative but significant in Nigeria. Summarily, EXRD, INF and TOP are statistically significant in 

determining FDI in the short run in Nigeria.  
 

The equation of the long run result can be written as: 

logFDI = 0.080669 + 0.05071logEXRD - 0.116954logRGDP + 0.04891logINF + 0.18933logEDET + 

0.43714logTOP 

From the long run, analysis of the VECM result presented above, the R
2
 of 52 percent is above average implying 

that the model is relatively well specified and a good fit. Coefficient of determination shows that about 52 percent of 

the total variation in foreign direct investment inflow is explained by the explanatory variables. The remaining 48 

percent is captured by error sources.  The F- statistic of 46 percent shows a joint influence of all the independent 

variables (EXRD, RGDP, INF, EDET and TOP) on Foreign Direct Investment (FDI) inflow. Coefficient of the 

constant term is 0.080669 implying that it's the level of FDI inflow that is independent of the explanatory variables 

(exchange rate depreciation, RGDP, inflation, external debt and trade openness).The coefficient of all the 

explanatory variables are wrongly signed, except the degree of trade openness (TOP), the is positive and such rightly 

signed in the long run. Furthermore, exchange rate depreciation coefficient of 0.05 implies that a unit increase will 

rise FDI by 0.05. However, such impact is statistically insignificant in the long run. Likewise, all the other 

explanatory variables of our model (RGDP, INF, EDET and TOP) are statistically insignificant to impact foreign 

direct investment (FDI) inflow. The Error Correction term is negative, significant, rightly signed and conforms to 

the a priori expectation of the Error Correction coefficient. This term shows that the speed of adjustment between 

the short run and long run realities of the cointegrating equations annually is about 31%.  
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4.3     Pair-wise Granger-Causality /Block Exogeneity Wald Tests 
 

Pairwise Granger Causality Tests  
Date: 08/10/16 Time: 14:03 

Sample: 1981 2014 
 Lags: 3 
 

Null Hypothesis:    Obs F-Statistic    Prob. Decision 

EXRD does not Granger Cause FDI  30              0.49190        0.6914   Reject 

FDI does not Granger Cause EXRD   3.50415        0.0315   Accept 

RGDP does not Granger Cause FDI  

FDI does not Granger Cause RGDP 

31 0.54310 

3.65310 

0.6575  

0.0267 

 

INF does not Granger Cause FDI 
 FDI does not Granger Cause INF 

31 0.03066 
0.35354 

0.9926  
0.7870 

 

EDET does not Granger Cause FDI 

FDI does not Granger Cause EDET 

31 3.80352 

0.23354 

0.0231  

0.8721 

 

TOP does not Granger Cause FDI  

FDI does not Granger Cause TOP 

'31 31.3833 

17.8759 

2. E-08 3. 

E-06 

 

RGDP does not Granger Cause EXRD EXRD does not 

Granger Cause RGDP 

30 0.10196 

0.09726 

0.9581  

0.9608 

 

INF does not Granger Cause EXRD 
 EXRD does not Granger Cause INF 

30 0.22588 
0.10278 

0.8774  
0.9576   ' 

 

EDET does not Granger Cause EXRD EXRD does not 

Granger Cause EDET 

30 0.09134 

0.04776 

0.9641  

0.9858 

 

TOP does not Granger Cause EXRD  
EXRD does not Granger Cause TOP 

30 - 11.0818 
2.58615 

0.0001  
0.0777 

 

INF does not Granger Cause RGDP  

RGDP does not Granger Cause INF 

31 0.26179 

0.16891 

0.8522  

0.9163 

 

EDET does not Granger Cause RGDP RGDP does not 

Granger Cause EDET 

31 0.08033 

0.05178 

0.9701  

0.9841 

 

TOP does not Granger Cause RGDP  

RGDP does not Granger Cause TOP 

31 11.5685 

2.71900  

7.E-05  

0.0669 

 

EDET does not Granger Cause INF  

INF does not Granger Cause EDET 

31 0.31200. 

0.31296 

0.8165  

0.8158 

 

TOP does not Granger Cause INF  

INF does not Granger Cause TOP 

31 0.47937 

0.09798 

0.6997  

0.9604 

 

TOP does not Granger Cause EDET  

EDET does not Granger Cause TOP 

31 0.25802 

8.24367 

0.8549  

0.0006 

 

 

The pair-wise Granger-Causality test is conducted to examine the lead-lag relationship among the variables in the 

study. The result shows that there is a unidirectional relationship running from FDI to EXRD, FDI to RGDP, EDET 

to FDI, EDET to TOP, without feedback. Furthermore, a bidirectional relationship exists between TOP and EXRD 

TOP and RGDP respectively. 
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4.4    Impulse Response Function (IRF) 
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4.3.1   Impulse Response Function-FDI and EXRD 

From our impulse response graph above, the response of FDI (Foreign Direct Investment) inflow to one standard 

innovation in the size of Exchange Rate Depreciation (EXRD) is all negative, except in period two, implying that 

EXRD has a negative relationship with FDI inflow in the long run. This is in conformity with theory as volatility or 

fluctuation in the value of a domestic currency would discourage foreign investors, if other factors are kept constant. 

5.0    Discussion and Summary of Findings  

From the short run estimates of the VECM analysis employed in this study, exchange rate depreciation impacts 

positively and significantly on the FDI inflow into Nigeria. But in the long run, it was not significant. Hence, it does 

not meet the economic expectation both in long run and short run analysis. This may be as a result of 

underdeveloped nature of the Nigerian economy. Also for the fact that foreign direct investment inflow in Nigeria is 

mainly natural resource orientated. Market size (RGDP) was significant in the short run but wrongly signed with 

FDI inflow. However, in the long run it was also wrongly signed but insignificant. More so, inflationary rate in 

Nigeria met economic a priori only in the short run but it was not statistically significant in both long and short run 

analysis. External debt was found to meet economic expectation only in the short run analysis but was not 

significant in determining the level of FDI inflow in both periods. Trade openness met economic expectation in the 

long run and was statistically significant only in the both short run analysis. This means that the degree of openness 

in Nigeria directly had impacted on FDI inflow into Nigeria in the long run but such impact is not statistically 

significant. Further findings of the study indicates that there is a long run relationship existing among the variables 

employed. This is shown in both cointegration and VECM result. 

Likewise, the pair-wise Granger-Causality test result shows that there is a unidirectional relationship running from 

FDI to EXRD, FDI to RGDP, EDET to FDI, EDET to TOP, without feedback. Furthermore, a bidirectional 

relationship exists between TOP and EXRD TOP and RGDP respectively. The implications are that; foreign direct 
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investment causes exchange rate depreciation, but exchange rate depreciation does not cause foreign direct 

investment inflow. This is logical as FDI inflow upsets equilibrium state in the foreign exchange market to the 

detriment of the naira owing to the underdeveloped nature of the market, uncertainties in the market emanating from 

multiple exchange rates and the short term nature of most FDIs into Nigeria, as well as round tripping and incessant 

capital repatriation activities of these investors. 

Finally, our impulse response analysis between exchange rate depreciation (EXRD) and Foreign Direct Investment 

(FDI) reveals a more consistent and reliable outcome. To this end, the response of FDI to one standard innovation in 

the exchange rate depreciation (EXRD) is generally negative both in the long run and short run. This conclusively 

implies that exchange rate depreciation impacts negatively to the foreign direct investment (FDI) inflow into Nigeria 

in both periods of analysis. 

5.1    Conclusion  
The primary objective of this study was to determine the impact of exchange rate depreciation on FDI inflow in 

Nigeria from 1981 to 2014. The VECM econometric technique was deployed to estimate and analyze time series 

secondary data sourced from the Central Bank of Nigeria Statistical Bulletin of various issues. The major findings of 

the VECM revealed that EXRD had significant impact on FDI in the short run, but was an insignificant determinant 

in the long run. Furtherance to this, the causality test revealed that FDI causes EXRD without any feedback. 

However, our extension of the study by deploying the impulse response function was conclusive and consistent with 

economic theory, given that the result revealed a negative and significant impact of EXRD on FDI inflow into 

Nigeria, both in the long run and the short run. The study, therefore, concludes that empirical evidence shows that 

exchange rate depreciation (EXRD) contributes significantly in undermining foreign direct investment (FDI) inflow 

into Nigeria. This finding and conclusion is in consonance with the findings of Ehimare (2011) and Sami (2012) 

whose works revealed that exchange rate fluctuation deters foreign direct investment (FDI). Secondly, the study 

revealed that degree of trade openness has a positive and significant effect on FDI inflows in Nigeria. Thus, TOP 

met other economic expectations and is statistically significant. We also conclude that there is a significant 

relationship between trade openness and FDI inflows.  All other variables were found not to have significant impact 

on FDI inflow into Nigeria. 

5.2   Recommendations 

Based on the result of our findings and conclusion, exchange rate depreciation is both a short term and long term 

phenomenon in Nigeria. As such it has a significant impact on the inflow of FDI in Nigeria. Therefore, proper and 

appropriate policies that would stabilize the incessant depreciation of the naira should be formulated. Chief among 

these policies is for the monetary authorities to harmonize the multiple exchange rates prevalent in Nigeria. 

Convergence of these differing rates will restore relative confidence to the foreign investors to invest in Nigeria. 

Secondly, non-economic factors like political stability is a major consideration by foreign investors, hence, the need 

to further enhance our political processes that could guarantee its stability, long term. 
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  APPENDICES 
 

Year RGDP 

EXRD(current  - base/base  

* 100) 

FDI (%  of 

RGDP) EDET (₦’m) 

TOP(X+M)/rgdp 

*100 INF (rate) 

1981 251050  0.13 2,330 0.0952 20.5 

1982 246730 -1.7208 0.12 8,820 0.0770 7.7 

1983 230390 -6,6226 0.11 10,580 0.0712 22.2 

1984 227250 -1.3629 0.16 14,810 0.0717 39.6 

1985 253010 11.3355 0.17 17,300 0.0743 5.5 

1986 257790 1.8893 0.29 41,450 0.0578 5.4 

1987 256000 -0.6944 0.96 100,790 0.1883 10.2 

1988 275410 7.5820 0.62 133,960 0.1910 34.21 

1989 295090 7.1457 4.70 240,390 0.3009 40.9 

1990 328600 11.3559 1.43 298,610 0.4735 7.5 

1991 328650 0.0152 2.10 328,450 0.6420 13.0 

1992 337300 2.6320 4.29 544,260 1.0341 44.5 

1993 342530 1.5505 8.66 633,140 1.1222 57.2 

1994 345230 0.7883 6.43 648,810 1.0683 57.0 

1995 352650 2.1493 21.52 716,870 4.8371 72.8 

1996 367210 4.1287 30.31 617,320 5.0984 14.3 

1997 377830 2.8921 29.25 595,930 5.5247 10.2 

1998 388470 2.8161 20.77 633,020 4.0912 11.9 

1999 393110 1.1944 23.61 2,577,370 5.2186 0.2 

2000 412320 4.8867 28.13 3,097,380 7.1078 14.5 

2001 431780 4.7196 30.66 3,176,290 7.4716 16.5 

2002 451790 4.6343 49.85 3,932,880 7.2089 12.2 

2003 495010 9.5664 52.20 4,478,330 10.4404 23.8 

2004 527570 6.5776 47.05 4,890,270 12.4909 10.0 

2005 561930 6.5129 114.82 2,695,070 17.8802 11.6 

2006 595820 6.0310 104.81 451,460 17.3107 8.5 

2007 634220 6.4449 119.74 438,890 19.2704 6.6 

2008 672200 5.9885 144.53 523,250 23.7740 15.1 

2009 718970 6.9578 177.17 590,440 19.5933 13.9 

2010' 54204790 7439.2283 1.67 689,840 0.3722 11.8 

2011 56964070 5.0905 2.39 896,850 0.4605 10.3 

2012 60755050 6.6550 1.83 1,026,900 0.4099 12.0 

2013 63218710 4.0551 1.38 1,373,580 0.3907 8.0 

2014 67152790 6.2230 1.10 1,631,520 0.3499 8.0 

Source: CBN Statistical Bulletin, Vol 25, December 2014. 

 

 

 


