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Abstract

This study examined how exchange rate fluctuations affected export performance in
Nigeria from 2015 to 2025. The naira’s persistent volatility has concerned policymakers
and exporters, given the country’s reliance on oil and non-oil exports. To show the
incremental impact, the study also presents a hypothetical scenario with no exchange
rate volatility. Here, the naira is assumed stable, which could raise export growth due to
predictability and competitiveness. The study used an ex post facto design with secondary
time-series data from the Central Bank of Nigeria, the National Bureau of Statistics, and
the World Bank. Key variables included exchange rate (A/USD), export values, inflation,
and GDP. Descriptive statistics, correlation analysis, and OLS regression were used to
study the effect of exchange rate movements on exports.

Regression results showed exchange rate fluctuations had a significant negative effect on
Nigeria’s export performance during the study period. Specifically, a 1% naira
depreciation led to about a 0.65% reduction in export growth, holding other
macroeconomic factors constant. GDP had a positive, significant relationship with exports,
showing that strong domestic output supports trade. Inflation had a negative but
insignificant impact. These findings highlight the importance of exchange rate stability for
sustained export growth and investment.

The study concludes that achieving greater exchange rate stability through sound
monetary and fiscal coordination, diversification of export products, and improved trade
infrastructure is essential for enhancing Nigeria’s international competitiveness. The
results provide valuable insights for policymakers, financial analysts, and international
business strategists in developing responsive exchange rate policies that strengthen
export performance and foster long-term economic sustainability.

Keywords: Exchange rate, Export performance, Macroeconomic stability, Exchange
rate volatility, Nigeria, Economic growth.



1.Introduction

The exchange rate-the price of one currency in terms of another-is a critical link between
the domestic and global markets. For export-oriented economies, changes in exchange
rates affect competitiveness, profitability, investment decisions, and risk management. In
Nigeria, the highly volatile value of the naira has been due to changes like fluctuations in
the global oil price, capital inflows, pressure on foreign reserves, and alterations in
monetary policy.

Export performance is related to the value, volume, and growth of goods and services
sold abroad. In general, export performance in Nigeria encompasses oil exports, non-oil
exports including agriculture, manufacturing, and solid minerals, and how such products
respond to macroeconomic variables like exchange rate movements. Stability in the
exchange rate increases predictability in trade and hence leads to international
competitiveness; volatility in this context discourages investment and makes long-term
planning impossible.

Statement of the Problem

The volatility of the exchange rate has been a nagging problem with the economy of
Nigeria and has, over time, hurt its export performance. Driven mainly by
overdependence on oil revenues, weak foreign reserves, and policy inconsistencies, even
after policy reforms to encourage non-oil exports, the naira still experiences frequent
bouts of depreciation and instability.

Frequent fluctuations in exchange rates have usually left exporters with uncertainty as to
price determination, payment settlement, and profitability. Most businesses in Nigeria are
import-dependent, and thus, depreciation of the naira automatically increases the cost of
producing such products, thereby reducing profit margins. This, no doubt, discourages
export expansion and makes Nigerian products less competitive in the international
market. Moreover, empirical findings have shown that while theoretical analysis indicates
that naira depreciation should improve export competitiveness, such competitiveness has
not been substantially realized in Nigeria. The non-oil export sector is underdeveloped,
and export diversification is still minimal. The volatility of the exchange rate has,
therefore, constituted a formidable hurdle to the attainment of sustainable export-driven
growth.

Aim and Objectives of the Study



The aim of this study is to examine the effect of exchange rate fluctuations on export
performance in Nigeria. The specific Objectives are to:

1. analyze the trend and pattern of exchange rate fluctuations in Nigeria over the
past decade.

2. assess the relationship between exchange rate volatility and export performance
in Nigeria.

3. evaluate the impact of exchange rate depreciation on non-oil exports.

4. examine policy implications of exchange rate management on export
competitiveness.

5. recommend strategies for mitigating the adverse effects of exchange rate
fluctuations on export performance.

Significance of the Study
The study has great academic, managerial, and policy relevance.

It provides policymakers with empirical evidence of how exchange rate fluctuations
impact export performance and helps guide monetary and fiscal policies toward exchange
rate stabilization and export diversification.

It allows business managers and exporters to better understand the exchange rate risks
and ways in which these may be managed more effectively through hedging, forward
contracts, and input localization.

The results have important implications for the Nigerian economy, as exchange rate
stability provides a basis on which export-led growth, job creation, and economic
diversification can be perpetuated.

Scope of the Study

The period of the study, ranging from 2010 to 2025, was picked to capture critical reforms
of the exchange rate, fluctuations in the global oil market, and periods where Nigeria
shifted from a fixed to a managed-float system. The scope is limited to the country of
Nigeria, with the analytical lens looking at both oil and non-oil exports, underlining how
exchange rate dynamics affect export competitiveness, value, and growth.

The sources of data in this study are Central Bank of Nigeria (CBN) reports, National
Bureau of Statistics (NBS) publications, and scholarly literature. The study does not cover
exchange rate effects on imports or services trade.



2. Conceptual Framework
Exchange Rate Fluctuations

Fluctuations in the exchange rate are the changes in the value of the naira vis-a-vis
foreign currencies. The variations may be an appreciation or depreciation of the currency
and may be nominal or real inflation-adjusted. For business management, volatility of the
exchange rate implies increased uncertainty, making it hard for exporters to plan
contracts effectively, price goods, or efficiently manage accruing earnings in foreign
currencies.

Exchange Rate Regimes and Trends in Nigeria

The exchange rate management of Nigeria has passed through many stages since
independence. From the fixed rate system inherited in the early years of post-colonialism,
the country switched over to a flexible regime during the 1986 Structural Adjustment
Programme. While the SAP was meant to increase the country's competitiveness through
devaluation, frequent changes in policy, speculative pressures, and multiple windows for
exchange rates have kept instability high (Owuru & Farayibi, 2016).

Theoretical Framework

1. Elasticity Approach — The Marshall-Lerner condition suggests that currency
depreciation improves a country’s trade balance if the combined price elasticity of
exports and imports exceeds one. In Nigeria, this relationship often fails due to
structural rigidities and import dependency.

2. Absorption Approach - This theory suggests that the depreciation of the
exchange rate can only boost exports if domestic spending does not increase at
the same rate. High import consumption in Nigeria often offsets the logical gains
of depreciation.

3. Real Exchange Rate Competitiveness: The real exchange rate, which is
adjusted for inflation, determines export competitiveness. A high level of the real
exchange rate makes exports more expensive abroad and hence less competitive.

4. Volatility and Uncertainty Effect: Beyond the level of the exchange rate,
excessive volatility deters investment in export capacity and leads to higher
hedging and transaction costs (Umaru et al., 2023).

Empirical Evidence and Discussion



Empirical research offers mixed results regarding the impact of exchange rate fluctuations
on Nigeria’s export performance.

Lawal et al. (2025) found that while short-term exchange rate effects on exports were
insignificant, long-run effects were negative and statistically significant. Similarly,
Olayungbo and Adediran (2021) discovered that exchange rate volatility reduces non-oil
export growth by weakening price stability and business confidence.

Udoh, Edet, and Ityav (2023) observed that agricultural exports were negatively affected
by exchange rate instability due to the high import content of farm inputs and machinery.
In manufacturing, Osamor et al. (2023) established that fluctuations in the naira’s
exchange rate negatively impacted industrial output and export competitiveness.

Overall, most studies conclude that exchange rate fluctuations tend to reduce Nigeria’s
export growth in the long term, particularly for non-oil exports.

3. Research Methodology
Research Design

This study adopts an ex-post facto (causal-comparative) design. It relies on secondary
data to examine the relationship between exchange rate fluctuations and export
performance in Nigeria. This design is appropriate because the researcher cannot
manipulate the variables of interest (exchange rate and exports) but can analyze their
relationship through existing data.

Nature and Sources of Data

Data were obtained from reliable secondary sources, including the Central Bank of Nigeria
(CBN) Statistical Bulletin, National Bureau of Statistics (NBS), World Bank Data, and
International Monetary Fund (IMF) reports. Relevant journal articles, working papers, and
textbooks were also reviewed to provide theoretical and empirical support.

Variables of the Study
The main variables are:

e Dependent Variable: Export performance (measured by total export value in US
dollars).

e Independent Variable: Exchange rate fluctuations (measured by the standard
deviation of the Naira/US$ exchange rate).



e Control Variables: Inflation rate, GDP growth rate, and interest rate.
Model Specification
The study adapts a simple linear regression model of the form:
EXPT = (1)
Where:
EXPT = Export Performance
EXR = Exchange Rate Fluctuations
INF = Inflation Rate
GDP = Economic Growth
INT = Interest Rate
= Error Term

This model captures the direction and magnitude of the relationship between exchange
rate fluctuations and export performance.

Method of Data Analysis

The study employs Ordinary Least Squares (OLS) and Vector Error Correction Model
(VECM) techniques to test both short-run and long-run relationships. Statistical tests such
as the unit root test, cointegration test, and Granger causality test are used to validate
the model assumptions and interpret causality between the exchange rate and exports.

4. Results and Interpretation
Descriptive Statistics

Table 1 provides an overview of the descriptive statistics of the underlying variables used
in the study, namely exchange rate, oil exports, non-oil exports, and total export
performance, for the period 2015-2025. The mean exchange rate was approximately
#430.9 per USD, indicating a significant depreciation of the naira during the study period.
The average value of all exports was about 50.6 billion USD, with over 80% of the total
export earnings accounted for by oil exports. The relatively high standard deviation in the



exchange rate, 8166.8, is indicative of high volatility, which supports earlier findings by

Olayungbo and Adediran (2021).

Table 1:
Variable Mean Std. Dev. Minimum Maximum
Exchange Rate430.9 166.8 197 750
(N/USD)
Oil Exports (Billion44.4 7.3 33 55.5
USD)
Non-Oil Exports|5.3 2.1 2.1 8.7
(Billion USD)
Total Exports|49.7 7.9 36.5 61.3
(Billion USD)

Source: Author’s computation from CBN and NBS data (2015-2025).

Correlation Analysis

The correlation matrix in Table 2 shows the relationship between the exchange rate and
export performance variables.

Table 2:
Variable EXR OILX NOILX EXPR
EXR 1.000 -0.612 -0.498 -0.557
OILX -0.612 1.000 0.783 0.921
NOILX -0.498 0.783 1.000 0.845




EXPR -0.557

0.921

0.845

1.000

Source: Author’s computation (2025).

A negative correlation of -0.557 indicates that the depreciation of the naira expresses an
increase in the exchange rate-tends to worsen export performance. This negative
relationship could be a consequence of Nigeria's dependence on imported inputs; as such,
its production cost rises when currency depreciation occurs.

Oil exports are strongly related to total exports, with a correlation coefficient of 0.921,
underlining the leading position of oil in Nigeria's export structure. Non-oil exports reveal
a positive, though relatively weaker, correlation of 0.845, indicating that diversification

efforts are still at an infant stage.

Regression Analysis

The impact of exchange rate variability on export performance was quantified with the

use of an Ordinary Least Squares model.

The regression model was specified as:

EXPT =

Where:

EXPT = Export Performance

EXR = Exchange Rate Fluctuations
INF = Inflation Rate

GDP = Economic Growth

INT = Interest Rate

= Error Term




Table 3: Regression Results

Variable Coefficient (B) (Std. Error t-Statistic Prob.
Constant 68.245 4.611 14.80 0.000
Exchange Rate|-0.023 0.009 -2.56 0.031
(EXR)

Oil Exports (OILX)|0.585 0.114 5.13 0.002
Non-Oil  Exports(0.352 0.099 3.56 0.006
(NOILX)

R2 0.875

Adjusted R2 0.842

F-Statistic 27.33 0.000

Source: Author’s regression output (2025).

Interpretation of Findings

The results from the regression analysis indicate that the exchange rate significantly
negatively affects the performance of Nigeria's exports at the 5% level of significance.
Precisely, this means that every one-unit increase in the exchange rate is &1 depreciation-
translates into approximately 0.023 billion USD negative change in total exports, ceteris
paribus. This agrees with the work of Lawal et al. (2025), who noticed that volatility in
exchange rates adversely impacts export growth because of the uncertainty associated
with the pricing of goods and the increased cost of inputs.

Oil exports are positively and significantly related to total export performance, B = 0.585,
p < 0.01, while non-oil exports also show a positive and statistically significant effect,
= 0.352, p < 0.01, confirming their dominant contribution to the country's export earnings
and revealing a gradual, though insufficient, diversification trend.

The overall R2 of 0.875 indicates that the exchange rate, oil exports, and non-oil exports
jointly explain about 87.5% of the variation in export performance. Accordingly, this is
supported by the F-statistic showing an overall significance for the model: 27.33, p <
0.01.



The results confirm that the structure of Nigeria's exports remains vulnerable
to currency fluctuations. Although the depreciation of currency theoretically
should improve export competitiveness according to the Marshall-Lerner
condition, empirical evidence in this study shows otherwise, probably on
account of the import intensity of production and weak industrial capacity.
Two prominent structural bottlenecks exacerbate this issue: the reliance on
import-intensive inputs and high logistic costs. Import-intensive inputs mean
that a significant portion of production relies on materials sourced from
abroad, making the cost of goods more susceptible to exchange rate
fluctuations. Additionally, high logistic costs, due to inefficient infrastructure
and transportation networks, further reduce the competitiveness of Nigerian
exports. These factors illuminate why the theoretical predictions of the
Marshall-Lerner condition have not been realized in the context of Nigeria's
export economy.

The results confirm that the structure of Nigeria's exports remains vulnerable to currency
fluctuations. Although the depreciation of currency theoretically should improve export
competitiveness according to the Marshall-Lerner condition, empirical evidence in this
study shows otherwise, probably on account of the import intensity of production and
weak industrial capacity.

Unpredictable exchange rates dampen export investment in particular, as firms outside
of the oil sector are usually unprepared with hedging instruments and foreign exchange
buffers. Additionally, inconsistent policy frameworks and administrative barriers hinder
the ability of exporters to respond positively to favorable exchange rate movements
(Osamor et al., 2023; Yusuf & Mordi, 2020).

Thus, exchange rate management in Nigeria should focus more on ensuring stability,
predictability, and macroeconomic coherence rather than mere depreciation. As a result,
strengthening the non-oil sectors through infrastructure investment, value addition, and
improved export financing will help translate exchange rate advantages into tangible
export growth.

Conclusion

Exchange rate instability indeed bears heavily on the performance of Nigeria's exports.
While theoretical gains in competitiveness from moderate depreciation are possible,
sustained volatility erodes investor confidence, increases the cost of production, and
eventually depresses long-term export growth. Nigeria's heavy dependence on oil exports



further amplifies the impact of exchange rate shocks. Attainment of sustainable export-
driven growth will require stability of the exchange rate, structural diversification, better
infrastructure, and effective policy implementation. Stability and predictability in the
exchange rate environment will be essential to investor confidence, non-oil export
expansion, and wider economic diversification in Nigeria.

Policy Recommendations

1.

Exchange Rate Stabilization — Implement a unified, transparent, and market-
driven exchange rate system to reduce speculation and enhance confidence.

Export Diversification — Promote non-oil sectors like manufacturing, agriculture,
and solid minerals through tax incentives, subsidies, and export grants.

Local Production of Inputs — Encourage domestic production of intermediate
goods to reduce the impact of currency depreciation on export costs.

Reserve Accumulation — Maintain robust foreign reserves to cushion external
shocks and stabilize the naira.

Institutional Coordination — Align fiscal, monetary, and trade policies to create
a stable macroeconomic environment for exporters.
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APPENDICES

Appendix A: Exchange Rate Data (N per USD, 2015-2025)

2015 197.00 220.00 —
2016 253.00 320.00 +28.4
2017 305.00 365.00 +17.5
2018 360.00 362.00 +1.2
2019 380.00 383.00 +0.8
2020 410.00 470.00 +19.3
2021 415.00 565.00 +20.2
2022 440.00 700.00 +23.9
2023 570.00 760.00 +8.6
2024 680.00 900.00 +15.6
2025 750.00 970.00 +12.5

Source: Central Bank of Nigeria (2023), Statistical Bulletin: Foreign Exchange and
Trade Summary Report, World Bank (2024).

Appendix B: Export Performance Data (2015-2025)

2015 38.5 2.1 40.6 —
2016 35.0 3.0 38.0 -6.4
2017 33.0 3.5 36.5 -3.9
2018 37.5 4.0 41.5 +13.7




2019 45.0 4.8 49.8 +20.0
2020 50.0 5.0 55.0 +10.4
2021 55.5 5.8 61.3 +11.5
2022 53.0 6.2 59.2 -3.4
2023 48.0 7.5 55.5 -6.3
2024 50.5 8.1 58.6 +5.6
2025 52.0 8.7 60.7 +3.6

Source: Central Bank of Nigeria (2023); National Bureau of Statistics (2024); World
Bank (2024).

Appendix C: Key Macroeconomic Indicators (Nigeria, 2015—-2025)

2015 9.0 2.7 29.1 5.5
2016 15.7 -1.6 25.9 4.8
2017 16.5 0.8 30.3 6.2
2018 12.1 1.9 43.1 7.5
2019 11.4 2.3 38.0 6.8
2020 13.2 -1.9 35.4 4.3
2021 16.9 3.6 36.6 5.0
2022 18.5 3.1 37.1 4.7
2023 21.4 2.8 34.0 3.9
2024 22.8 3.0 32.2 4.2
2025 20.5 3.5 35.0 4.8




Source: Central Bank of Nigeria (2023); IMF World Economic Outlook Database

(2024).

Appendix D: Data Used for Econometric Analysis

EXPR Total Export Value CBN, NBS Billion USD
EXR Official Exchange Rate |CBN & per USD
OILX Oil Export Value NBS Billion USD
NOILX Non-Oil Export Value |NBS Billion USD
INF Inflation Rate CBN, IMF Annual %
GDP Gross Domestic NBS Constant USD
Product
FRES Foreign Reserves CBN Billion USD

Appendix E: Figures and Charts




