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CHAPTER ONE

INTRODUCTION

1.1

Background to the study

Nigeria, a powerhouse in Africa, boasts a significant economy driven primarily by its abundant natural resources, notably its oil reserves. This substantial wealth has positioned Nigeria as a key player within the African continent, influencing regional economic dynamics. As a member of influential organizations like ECOWAS (Economic Community of West African States), Nigeria's economic policies wield substantial impact in shaping the region's financial landscape.

However, this economic prowess has not shielded Nigeria from the challenges inherent in its dependency on oil exports. Fluctuations in global oil prices have consistently threatened the stability of Nigeria's economy. Such vulnerabilities often necessitated interventions, leading to a historical pattern of currency devaluation. The Naira, Nigeria's currency, has undergone various devaluations over time due to these economic uncertainties. These devaluations were often responses to external shocks, such as sudden drops in oil prices, challenges in maintaining a favorable balance of payments, and efforts to manage inflationary pressures. These measures aimed to stabilize the economy, but their long-term effects on various sectors and the population's livelihoods remained subjects of debate. This intertwined narrative paints a picture of Nigeria's economic significance in the region, its reliance on oil exports, and the historical context of currency devaluation as a response to economic challenges. The reliance on oil exports, while a boon to Nigeria's economy, has also posed inherent risks. The volatility of global oil prices became a perpetual challenge, exerting immense pressure on the stability of the Naira. This situation has prompted the government to take measures, including currency devaluation, as a means of navigating these economic turbulences.

Moreover, the challenges extended beyond the oil market. Nigeria faced persistent hurdles in maintaining a balanced trade scenario. Currency devaluation was often employed as a corrective tool to address trade imbalances, attempting to boost exports and curb imports, thereby supporting the country's balance of payments.

However, the impacts of these devaluations on the broader economy and the everyday lives of Nigerians remained subjects of scrutiny. While these measures aimed to foster economic stability, they often brought about inflationary pressures, affecting the purchasing power of citizens and various sectors of the economy.

Additionally, the historical context of currency devaluation in Nigeria serves as a lens through which to analyze the effectiveness of such measures in achieving long-term economic stability and sustainable growth.

The cited works by Ajaero (2019) and Ighodaro (2020) offer valuable insights into the intricacies of these economic challenges, providing analyses on the effects of oil price shocks, exchange rate movements, and the broader implications of currency devaluation on Nigeria's economic landscape. This historical backdrop elucidates the intricate relationship between Nigeria's economic significance in the region, its oil-dependent economy, and the recurring phenomenon of currency devaluation as a strategic response to economic volatility. The recurring cycle of currency devaluation in response to economic challenges has sparked discussions on its long-term repercussions. While these measures aimed to restore stability and competitiveness in the international market, they often triggered a cascade of consequences. One crucial aspect pertains to inflationary pressures. Currency devaluation, while intending to bolster exports, often led to increased prices of imported goods, contributing to inflationary trends. This inflation, in turn, impacted the cost of living for Nigerian citizens and altered consumption patterns.

Moreover, the reliance on devaluation as a corrective strategy raised concerns about its impact on various sectors of the economy. Industries reliant on imported raw materials or machinery encountered escalated production costs, potentially stifling growth and competitiveness. Additionally, fluctuations in exchange rates due to devaluation introduced uncertainties for businesses engaged in international trade. Another facet is the effect on investment. The uncertainty stemming from currency devaluation often led to reduced investor confidence. This uncertainty affected both domestic and foreign investments, impeding capital inflows necessary for sustained economic growth.

The historical context of Nigeria's experience with currency devaluation serves as a critical lens to assess the effectiveness of these measures. It invites discussions on the necessity of more sustainable and diversified economic policies to mitigate the overreliance on oil exports and stabilize the economy amidst global economic volatilities. The scholarly works by Ajaero (2019) and Ighodaro (2020) provide invaluable analyses on these multifaceted impacts, shedding light on the intricacies of currency devaluation and its lasting effects on Nigeria's economic trajectory.

1.2

Statement of the problem

The recurring utilization of currency devaluation in Nigeria's economic policy framework has raised critical concerns regarding its implications on the nation's economic stability and the welfare of its citizens. The central issue lies in comprehensively understanding the far-reaching effects of currency devaluation on Nigeria's economy and the everyday lives of its people. Currency devaluation, often employed as a corrective measure to address economic imbalances, has sparked inflationary pressures, impacting the cost of living for citizens. The resultant higher prices of imported goods due to devaluation have affected consumption patterns and the overall standard of living.

Furthermore, the implications extend to various sectors of the economy. Industries reliant on imported materials face increased production costs, potentially hampering growth and job creation. The volatility introduced by currency devaluation has also eroded investor confidence, affecting both domestic and foreign investments necessary for sustained economic progress. 

This statement encapsulates the crux of the issue: comprehending the broad-ranging effects of currency devaluation on Nigeria's economic stability, various sectors, and the welfare of its citizens. It highlights the necessity for holistic strategies to address these challenges and foster sustainable economic development.

1.3

Research Questions  

i. To what extent does currency devaluation impact Nigeria's macroeconomic stability, including inflation rates, exchange rates, and overall economic performance?

ii. To what degree does currency devaluation affect different sectors of the Nigerian economy, such as manufacturing, agriculture, and import-dependent industries, in terms of production costs, output levels, and employment patterns?

iii. To what extent do Nigerian citizens experience changes in purchasing power, living standards, and accessibility to essential goods and services following currency devaluation, indicating the socioeconomic implications of this economic measure?

iv. To what extent does currency devaluation influence investment patterns, both domestic and foreign, impacting investor confidence, capital inflows, and its broader ramifications for Nigeria's economic growth prospects?

1.4
  Objectives of the study

i. To evaluate the immediate and long-term economic repercussions of currency devaluation on Nigeria's macroeconomic indicators, including inflation rates, exchange rates, and overall economic stability.

ii. To investigate the differential effects of currency devaluation on various sectors such as manufacturing, agriculture, and import-dependent industries, analyzing changes in production costs, output levels, and employment within these sectors.

iii. To examine the socioeconomic implications of currency devaluation on Nigerian citizens, focusing on changes in purchasing power, standards of living, and access to essential goods and services.

iv. To analyze the impact of currency devaluation on investment dynamics, both domestic and foreign, exploring its influence on investor confidence, capital inflows, and its broader implications for Nigeria's economic growth prospects.

1.5

Hypotheses of the study

These null hypotheses form the basis for statistical testing to determine whether currency devaluation has a statistically significant impact on Nigeria's macroeconomic stability and sector-specific dynamics.

Null Hypothesis 1 (H0):

There is no significant impact of currency devaluation on Nigeria's macroeconomic stability, including inflation rates, exchange rates, and overall economic performance.

Null Hypothesis 2 (H0):

There is no significant association between currency devaluation and the differential effects observed across various sectors of the Nigerian economy, such as manufacturing, agriculture, and import-dependent industries, concerning production costs, output levels, and employment patterns.

1.6

Significance of the Study 

The significance of this study lies in its multifaceted contributions to understanding the implications of currency devaluation in Nigeria:

· Policy Insights: The findings from this study can provide crucial insights for policymakers and economic stakeholders. Understanding the nuanced effects of currency devaluation on different sectors and socioeconomic aspects will aid in formulating more targeted and effective economic policies to navigate future economic challenges.

· Economic Decision-Making: The study's insights will empower businesses, investors, and financial institutions with a deeper understanding of the implications of currency devaluation. This knowledge can guide more informed decision-making regarding investment strategies, trade activities, and resource allocation.

· Socio-economic Impact Assessment: By exploring the effects of currency devaluation on citizens' purchasing power and living standards, this study will shed light on the socio-economic consequences faced by the population. This understanding is crucial for social welfare policymakers and organizations aiming to mitigate adverse effects and design targeted interventions.

· Regional and Global Relevance: Given Nigeria's pivotal role in the African economy, the study's findings will contribute to broader discussions on economic policies within the region and potentially inform strategies for other developing economies facing similar challenges of currency devaluation and economic stability.

· Academic Contribution: Academically, this study will enrich the existing literature by providing updated and comprehensive insights into the impact of currency devaluation. It will serve as a reference point for future research on related topics in economics, finance, and development studies.

· Long-term Economic Strategy: Understanding the effects of currency devaluation on investment patterns and economic growth prospects will aid in formulating more robust, diversified, and sustainable long-term economic strategies to reduce dependency on volatile commodity markets.

In essence, the significance of this study lies in its potential to inform policymaking, guide economic decision-making processes, assess socioeconomic implications, contribute to regional economic discourse, enrich academic literature, and aid in formulating more sustainable economic strategies for Nigeria's growth and stability.

1.7

Scope and Limitation of the study

The scope of this finding was restricted to Nigeria to carry-out an in depth investigation on the effect of currency devaluation as a policy shift on economic output between 1999 and 2019.

Nigeria, a West African nation, showcases a diverse terrain encompassing rainforests, savannas, plateaus, and coastal plains. Its geographical features include the Niger River traversing the western region and the Chad Basin in the northeast. However, Nigeria has faced currency devaluation, with the Nigerian naira (NGN) experiencing fluctuations against major currencies. As of now, the value of 1 USD is approximately 791 NGN. Currency values can fluctuate reflecting a degree of devaluation compared to previous exchange rates.

The study faced some constraints which cause limitation to the study. These constraints were encountered; time limitation as the study was carried out within a short period of time, financial constraint as adequate funds to carry out an elaborate study was not available and access to relevant materials for more information was limited as research as in area is limited. Other academic demands also took a toll on the study which constitute as part of limitation to the study.
1.8

Operational definition of key terms

These operational definitions provide clear and specific descriptions of key terms crucial for understanding and conducting the study on the impact of currency devaluation in Nigeria.

· Currency Devaluation: Currency devaluation refers to the deliberate downward adjustment in the official value of Nigeria's currency, the Naira, in relation to other foreign currencies, as set by the country's monetary authorities. It involves a reduction in the exchange rate, making the domestic currency relatively less valuable in international trade.

· Macroeconomic Stability: Macroeconomic stability refers to the overall condition of Nigeria's economy, characterized by a state of equilibrium in various macroeconomic indicators such as inflation rates, exchange rates, trade balance, GDP growth, and employment levels. It reflects the absence of excessive fluctuations or imbalances that might disrupt the economy's functioning.

· Sectoral Impacts: Sectoral impacts denote the effects of currency devaluation on specific economic sectors within Nigeria, including but not limited to manufacturing, agriculture, and import-dependent industries. These impacts encompass changes in production costs, output levels, employment patterns, and competitiveness within each sector due to fluctuations in the exchange rate.

· Socioeconomic Implications: Socioeconomic implications refer to the broader social and economic consequences experienced by Nigerian citizens following currency devaluation. These implications encompass changes in purchasing power, standards of living, access to essential goods and services, and overall welfare of the population.

· Investment Dynamics: Investment dynamics entail the patterns and trends related to investment activities within Nigeria's economy. It involves examining the effects of currency devaluation on both domestic and foreign investment, including changes in investor confidence, capital inflows, and the subsequent impacts on economic growth prospects.

· Inflation Rates: Inflation rates refer to the percentage change in the general price level of goods and services over a specific period within Nigeria. This change is measured by indices such as the Consumer Price Index (CPI) and indicates the rate at which the purchasing power of the Naira declines.

· Exchange Rates: Exchange rates represent the value of Nigeria's currency, the Naira, in comparison to other foreign currencies. It signifies the price at which one currency can be exchanged for another in the foreign exchange market, reflecting the relative strength or weakness of the Naira against other currencies.

· Production Costs: Production costs refer to the expenses incurred by industries and businesses in Nigeria during the manufacturing or production process. These costs include expenses for raw materials, labor, utilities, and overheads required to produce goods or services within various sectors of the economy.

· Output Levels: Output levels indicate the quantity or volume of goods and services produced by industries or sectors within Nigeria's economy over a specific period. It measures the overall production or economic activity within a particular sector, reflecting changes in productivity or manufacturing output.

· Employment Patterns: Employment patterns refer to the distribution and characteristics of the workforce across different sectors and industries in Nigeria. This includes data on employment levels, types of jobs, labor force participation rates, and changes in employment dynamics influenced by economic conditions and currency devaluation.

1.9
Organization Of The Study 

For the purpose and nature of this research work, the project is divided into five chapters. Project chapter one consists the introduction of the research topic, statement of the problem, research question, objective of the study, research hypothesis, significance of the study, scope and limitation of the study, definition of key terms and plan of the study.

Chapter two also discusses the literature review, conceptual framework, theoretical framework and empirical review. 

Chapter three is research methodology, sources of data, population of the study, sample size, method of data collection and method of data analysis.

Chapter four explains data presentation, analysis and interpretation on research topic. 

The chapter five of this research work comprises of summary, conclusion and recommendations.

CHAPTER TWO

LITERATURE REVIEW

2.1

Conceptual Framework

2.1.1
Concept of Exchange rate

Exchange rate has been defined as the price of one currency in terms of another (Mordi, 2006). Exchange rate is the price at which one country exchanges its currency for other currencies. The increase or decrease of real exchange rate indicates strength and weakness of currency in relation to foreign currency and it is a standard for illustrating the competitiveness of domestic industries in the world market (Razazadehkarsalari, Haghiri & Behrooznia, 2011). AZeeZ, Kolapo and Ajayi, (2012) noted that When there is deviation of this rate over a period of time from the benchmark or equilibrium, exchange rate is called exchange rate volatility. It also indicates that misalignment of exchange rate as occurred where there is multiplicity of markets parallel with the official market.

Jhingan (2010) defined exchange rate as the rate at which one currency exchanges for another Exchange rate is said to depreciate if the amount of domestic currency require buying a foreign currency increases, while the exchange rate appreciates if the amount of domestic currency require buying a foreign currency reduces. An appreciation in the real exchange rate may create current account problems because it leads to overvaluation. Overvaluation in turn makes imports artificially cheaper while exports relatively expensive, thus reducing the international competitiveness of a country (Takaendesa, 2006). Oladipupo and Ogheneov (2011) defined Exchange rate as the price of one currency (the domestic currency) in terms of another (the foreign currency). Exchange rate plays a key role in international economic transactions because no nation can remain in autarky due to varying factor endowment. Movements in the exchange rate have ripple effects on other economic variables such as interest rate, inflation rate, unemployment, money supply; etc .These facts underscore the importance of exchange rate to the economic well- being of every country that opens its doors to international trade in goods and services.

2.1.2
Concept of Inflation Rates

Inflation rates represent the percentage change in the general price level of goods and services within an economy over a specific period, typically measured annually. This metric serves as a critical economic indicator, reflecting the rate at which the purchasing power of a currency decreases over time. Understanding inflation rates is crucial as they impact consumers, businesses, and the overall economic landscape. In Nigeria, as in many developing countries, inflation rates play a significant role in shaping economic policies and everyday livelihoods.

Elevated inflation rates can erode the purchasing power of consumers. When prices rise consistently, consumers find their money can purchase fewer goods and services, leading to a decline in their standard of living. This decline affects various socio-economic strata, especially those with fixed incomes or limited resources, exacerbating income inequality and potentially hindering poverty alleviation efforts. For businesses, fluctuating inflation rates introduce uncertainties in pricing strategies, impacting production costs and altering consumer behavior. In Nigeria, where inflation rates have often been volatile due to factors like currency devaluation, it becomes essential to manage inflation for sustainable economic growth and stability.

Furthermore, inflation rates influence the effectiveness of monetary policy. Central banks monitor and adjust interest rates to control inflation. High inflation might prompt a central bank to increase interest rates to cool down spending and reduce inflationary pressures. Conversely, during periods of low inflation or deflation, central banks might lower interest rates to stimulate spending and boost economic growth. Striking a balance between controlling inflation and promoting economic growth is a delicate task for policymakers in Nigeria, considering the country's socio-economic diversity, reliance on oil revenues, and vulnerability to external shocks, including currency devaluation.

2.1.3
Effects of currency devaluation on various sectors in Nigeria

Currency devaluation in Nigeria significantly impacts different sectors of the economy, altering their competitiveness, costs, and overall growth trajectories. These effects are multi-faceted and vary across sectors:
Manufacturing Sector: Currency devaluation often results in increased production costs for manufacturers due to the higher prices of imported raw materials and machinery. This phenomenon has been observed in studies such as those by (Ezeani, 2016) and (Oyinlola, 2021). Consequently, these higher costs can erode profit margins, impacting both local and international market competitiveness. However, some scholars, like (Amusa & Busari, 2015), suggest that devaluation might enhance the export competitiveness of locally produced goods, potentially stimulating growth within the manufacturing sector.
Agriculture: Studies such as (Abdullahi & Yaru, 2020) and (Adeniji & Ademola, 2017) have highlighted the challenges faced by the agricultural sector due to currency devaluation. Increased costs of imported agricultural inputs, including fertilizers and machinery, elevate production expenses for farmers. This inflation in production costs affects profitability and can influence food accessibility and affordability for consumers. Conversely, some scholars, like (Adelaja & Adelaja, 2018), note that devaluation might incentivize local production, making domestically produced agricultural goods relatively cheaper compared to imports, potentially benefiting the sector.
Import-Dependent Industries: Industries reliant on imports encounter immediate challenges with currency devaluation. The heightened costs of imported inputs, as pointed out in research by (Oyinlola, 2021), escalate production expenses, affecting industries such as electronics and pharmaceuticals. This impact on production costs can alter supply chains and competitiveness within these sectors.

Currency devaluations effects on various sectors in Nigeria influence production, pricing strategies, and market competitiveness, requiring nuanced policy interventions to mitigate adverse effects and leverage potential opportunities for sustainable growth (Ezeani, 2016).

2.1.4
Socio-economic Implications of Currency Devaluation on Nigerian Citizens

The socio-economic implications of currency devaluation on Nigerian citizens encompass a spectrum of effects, influencing their purchasing power, living standards, and access to essential goods and services. These implications have been highlighted in various studies and publications:

Purchasing Power: Currency devaluation often leads to an increase in the cost of imported goods and services. This surge in prices affects consumers' purchasing power, reducing their ability to afford essential commodities. Studies such as (Oyinlola, 2021) and (Ezeani, 2016) have emphasized that devaluation can erode the buying power of Nigerian citizens, particularly impacting those with fixed or lower incomes.
Living Standards: The decline in purchasing power due to currency devaluation affects living standards, especially for low and middle-income households. Scholars like (Abdullahi & Yaru, 2020) and (Adeniji & Ademola, 2017) have highlighted that increased prices of goods and services negatively impact overall living conditions, potentially leading to challenges in meeting basic needs and lowering the quality of life for a significant portion of the population.

Access to Essential Goods and Services: Studies, including (Adelaja & Adelaja, 2018) and (Amusa & Busari, 2015), have pointed out that currency devaluation can limit citizens' access to essential goods and services. This limitation arises due to the increased prices of imported goods, affecting affordability and availability within the local market. Essential commodities such as food, medicine, and fuel may become less accessible, impacting the well-being of Nigerian citizens.

Currency devaluation in Nigeria significantly affects citizens' ability to afford essential items, thereby influencing their standards of living and access to necessities. These implications underscore the importance of implementing policies that address the socio-economic challenges arising from devaluation, aiming to mitigate the adverse effects on the populace's welfare (Abdullahi & Yaru, 2020).

2.1.5
The Impact of Currency Devaluation on Investment Dynamics

Currency devaluation significantly impacts investment dynamics within an economy like Nigeria, influencing both domestic and foreign investment patterns. Here are the key impacts:

· Foreign Investment: Capital Flight Concerns: Currency devaluation can raise concerns among foreign investors about the stability of their investments. Fluctuating exchange rates might lead to a lack of confidence, potentially triggering capital flight as investors seek more stable markets. Studies like (Oyinlola, 2021) and (Ezeani, 2016) have highlighted how uncertainty due to devaluation might deter foreign investors.

· Changes in Investment Patterns: Devaluation alters the attractiveness of the investment environment. While it might make certain sectors more competitive and attractive for foreign investment due to lower production costs or enhanced export competitiveness, the overall uncertainty might prompt investors to reconsider their investment strategies. Scholars such as (Amusa & Busari, 2015) have discussed how devaluation influences sector-specific investment trends.
· Domestic Investment: Impact on Production Costs: Devaluation often leads to increased costs for industries reliant on imported inputs, impacting their competitiveness. This can affect their ability to invest in technology, innovation, and expansion. Studies such as (Oyinlola, 2021) and (Adelaja & Adelaja, 2018) have examined how production cost increases due to devaluation affect domestic investment.

· Government Policy Responses: Currency devaluation might prompt governments to enact policies to encourage domestic investment. These policies could include tax incentives, subsidies, or infrastructure development aimed at supporting local industries. (Adelaja & Adelaja, 2018) and (Amusa & Busari, 2015) have discussed how governments respond to devaluation's impact on domestic investment.

Overall, currency devaluation affects investment dynamics by altering the risk perception of investors, influencing sector-specific investment attractiveness, and impacting domestic industries' production costs and competitiveness. The interplay between these factors influences both domestic and foreign investment decisions, shaping the investment landscape within Nigeria (Oyinlola, 2021).

2.1.6
Determinants of devaluation (Naira) in Nigeria

Devaluation universally is an end product of the decline in domestic currency in relation to major currencies of the world with its impact on the domestic economy depending on factors like:

· Competitive Advantage of the economy

· Business cycle of the nation in relation to trading partners.

· The elasticity of demand for exports and imports

· Capital Flight, and

· Inflation.

2.1.7
Economic Growth and Development

Economic growth and development are measured as an increase in the market value of the goods and services produced within a given economy and income per capita GNI. Conventionally it’s measured as percent increase in real gross national product a given economy. Economic development embraces economic growth measured as changes in output distribution and economic and financial structure along with technological advancement within the country. Nigeria between 1960 and 1970, recorded GDP rate at 3.1 percent annual growth propel via the agricultural sector, from 1970 to 1980 Nigeria embraces oil boom, with a remarkable increase in GDP rate at 6.3 percent annual growth. In the early 1980s, Nigeria witness decrease in growth. 

Therefore, driving the adoption of 1986, structural adjustment and economic reform, to boost the near collapse economy with GDP growth rate at 4 percent. The GDP growth rate in Nigeria from 2013 to 2015 averaged at 1.32 percent, with the highest growth rate achieved in the third quarter of 2015 at 9.19 percent. The services sector accounted for 50 percent of the GDP while the fastest segment is information and communication. The agricultural sector accounts for 26 percent and oil sector accounts for 11 percent. The effect of undervaluation on growth appears to be large and highly significant, also, stronger for developing countries.

Exchange Rate Regime in Nigeria: Nigeria from 1959-1973 adopted British pound as an official exchange to Naira. The economy in 1971 was in devaluation dilemma either to devalue Naira or not. The Naira was not devalued during the American dollar devaluation process which results in dollar appreciation, the exchange rate at $2.80-$3.80 to the naira pound.

In 1973 Nigeria devalued at the same rate with the US exchange rate at $1.52. In 1986 the exchange rate policy in Nigeria was transformed from giving birth to the introduction of the structural adjustment program to address the structural imbalance in the economy [6].

In 1994, exchange rate was fixed at $22 to a US dollar which implies a shift from the flexible regime of 1986 to fixed regime of 1994 with the foreign exchange market liberalized in 1995 paving way for the introduction of autonomous foreign exchange market (AFEM) for sale and purchase of foreign exchange dedicated by the government [6]. On October 25, 1999, the Inter-Bank Foreign Exchange Market (IFEM) was introduced with it operation experiencing similar problems and setbacks as that of AFEM. The CBN thus, re-introduced the Dutch Auction System (DAS) to replace the IFEM [6].

The implication of currency devaluation on the Nigerian economy: Currency devaluating totally is an end product of monetary decision to improve the nations near collapse economy. A devaluation is an attractive option for nations in a recession like Nigeria. Devaluation with its positive results also embraces negative consequences as such making imports more expensive, domestic industries are protected thereby making them become less efficient and effective without the pressure of competition. Business parameters in Nigeria are adversely affected by the increase in the rate of inflation, thus reducing the purchasing power of the populace along high unemployment rate. The 2016 cum first and second quarter of 2017 devaluation, according to CBN was to cut down negative speculations in the foreign exchange (forex) market and move the mid-point of the official window of the (forex) market by 100 basis points from 12 percent to 13 percent, to tightened monetary policy framework and allow a degree of flexibility in exchange rate, curtail speculative activities and foreign reserves depletion which, as at October, stood at N 37.1trillion.

2.1.8
Effects of Currency Devaluations on Economic Growth

According to Saibene & Sicouri (2012), the issue of currency devaluations can be answered conventionally from the analysis in the Mundell-fleming model and the result has a positive impact on the current account. Following this, in respect to GDP, devaluation is expansionary since exports rises more than imports. To examine the level of the reaction of the current account, the model can be extended by putting other important features into consideration like:

· Variation in exports (imports) in response to a variation in real exchange rate i.e. World’s prices elasticity demand for tradable goods.

· Presence of supply shocks effects resulting from the presence of intermediate inputs and raw materials; for example, oil.

Nevertheless, considering the fact that the debts of the country are denominated in foreign currencies, variation in real exchange rate also has important effects on the balance sheets (Saibene & Sicouri, 2012). There are effects such as:

1. Significant reduction in government spending as a result of constraints by laws targeted at avoiding increased deficit since more money would be needed for payments of interest rates above sovereign debt(Saibene & Sicouri, 2012).

2. There can be a diminished private investment and consumption as though cost of servicing debts increases, profit shrinks and reduced bank lending because it depends on the collateral that can be provided by the firms. This results in an investment level that is negatively affected.

Though banking sector can be affected negatively by currency devaluation as a result of the mismatches between the assets and liabilities of currency, hence- the chances that financial crisis rises, something that would seriously worsen the economic state of the country (Saibene & Sicouri, 2012).

3. The national investors can experience a negative wealth effect, with assets majorly denominated in national currency, foreign currency denominated debt can increase the volatility of the flow of capital and the chances of sudden stops, reversals of current account and self-fulfilling crises (Saibene & Sicouri, 2012).

2.1.9
Foreign Currency Debt

To have access to international capital markets, developing countries should denominate their debts in the currencies of the principal creditors. (Saibene & Sicouri, 2012).

According to Eichengreen & Hausmann (2005), as at 2001, $84 billion of developing country’s debt was held by Americans, and just $2.6 billion happens to be denominated in the developing countries’ currencies. Out of the $434 billion debt securities issued in the international markets by the developing countries that was outstanding averagely from 1999 to 2001, not up to $12 billion was denominated in these countries currencies. The disparity in these figures shows that the problem can not entirely be explicable in terms of weakness of policies and institutions. It is therefore believed that the problem has much to do with other institutions’ weaknesses. Irrespective of the government policies, it is just like emerging markets suffer inherited burden. This explains the reason why the hardship faced in borrowing abroad in their local currencies is called original sin. Results suggests that an economy’s relative size is a major factor accounting for the incidence of original sin, and will be the same result predicted if economies of scale, network externalities or effects of liquidity were important (Saibene & Sicouri, 2012).

Another valuable point is the breakdown of a country’s balance sheet analysis; this better shows the vulnerability to reversals in external financing flows and helps in examining the genesis of such reversals. Really, certain sector balance sheets weaknesses can contribute to the creation of country wide balance of payment crises, though it may not still appear in the aggregate balance sheet of a country. A good example is foreign currency debt between residents melted out of the country’s aggregate balance sheet. Nonetheless, if the government is not able to transfer its hard current debts to residents and have to take from its reserves to pay or service its debt, such situation can lead to external balance of payment crises. The risk that difficulties in transferring domestic debts can spread to a balance of payment crises is severe particularly in a world with liberalized capital account (Allen, Rosenberg, Keller, Setser, & Roubini, 2002).

Hausmann & Panizza (2010) in reference to current happenings updated their measures of original sin. There was growth in international bond issues of outstanding stocks by developing countries from about $200 billion in 1993 to a little more than $1 trillion in 2007, and the value of international bonds in developing countries currency denomination moved from nil in 1993 to $193 billion dollars in 2007. Their conclusion was that emerging countries now use their domestic bond market, though original sin has only slightly diminished, and financial globalization is continuously made unattractive; showing that developing countries have chosen to abstain and not sin (Saibene & Sicouri, 2012).

2.1.10
Early Contractionary Theories of Currency Devaluation

According to Saibene & Sicouri (2012), the Mundell-fleming model which explained the traditional point of view argued that devaluations are expansionary and exports do not only increase, but there is also an occurrence of a low aggregate demand for imports which has positive effects on trade balance.

Alejandro & Diaz (1963) and Krugman & Taylor (1978) pointed out various ways in which devaluation may have contractionary effects on aggregate demand (Saibene & Sicouri, 2012). A model was formed by Alejandro & Diaz (1963) where effects of devaluation are divided into two stages: initial effects and reversal effects. Initial effects as in the traditional view is the terms of trade improvement and this can be determined by price elasticity of demand and import and export supply. The reversal effects instead are contractionary effects and it is mainly as a result of domestic output decrease determined by the level of domestic demand. A profit favourable redistribution of income and disfavour of real wages is the result. Though, since the propensity of saving happens to be higher for profit than wages, the average propensity to save will go up and will lead to contractionary effects on demand(Saibene & Sicouri, 2012).

Furthermore, Krugman & Taylor (1978) concluded and expanded the research, showing the different channels where contractionary effects on aggregate demand may reverse the expansionary effects of the expenditures switching subsequent devaluation. Unless the trade account is balanced initially, the idea is that devaluation changes the distribution of income of the country leading to income shift from workers to capital loss and from private sector to government. By shifting income to high savers, devaluation can therefore cause an excess savings over planned investment leading to a reduction in real output and imports (Saibene & Sicouri, 2012).

2.1.11
Circumstances where Contractionary Effects Arises

The following explains the circumstances where contractionary effects arises according to (Krugman & Taylor, Contractionary effects of devaluation, 1978)

a. When there is an initial trade deficit in the country: the contractionary effects start from the facts that, as a result of the devaluation, price change of traded goods reduce the country’s real income immediately while it increases it abroad. Therefore, there will be worsened terms of trade creating instant net real transfer to foreigners, if the country shows a trade deficit, thereby deteriorating the short run domestic output. Though, the more the initial deficit, the more the contractionary outcome (Saibene & Sicouri, 2012).

b. From distributional effects: the cost of traded goods is increased by devaluation in relation to home goods leading to a rise in windfall profits in export and import competing industries (Saibene & Sicouri, 2012).

c. Through fiscal effects: there is income redistribution from private to government sector after devaluation if there are ad-valorem taxes on exports or imports. According to Saibene & Sicouri (2012), Wijnbergen (1986) completed the scenario of Alejandro & Diaz (1963) and Krugman & Taylor (1978) where he focused on supply side. He stated three ways in which there are direct negative impacts of devaluation on aggregate supply:

· Costs of intermediate Imports in domestic currency

· Indexation of real wage.

· Volume of firm’s real credit.

2.2

Theoretical framework

2.2.1
Interest Rate Parity Theory 

Interest Rate Parity Theory is a fundamental concept in international finance that explores the relationship between interest rates and exchange rates in the foreign exchange market. It posits that the difference in interest rates between two countries determines the exchange rate between their currencies. This theory is essential in understanding how interest rate differentials impact the pricing of forward exchange contracts and the expectations of future exchange rate movements.

This theory encompasses two main concepts: Covered Interest Rate Parity (CIRP) and Uncovered Interest Rate Parity (UIRP). Covered Interest Rate Parity asserts that forward exchange rates should incorporate interest rate differentials when forward contracts exist, allowing investors to lock in future exchange rates. On the other hand, Uncovered Interest Rate Parity suggests that in the absence of forward contracts, expected changes in exchange rates should equal the interest rate differentials between two currencies.

Scholars such as Adler and Lehmann (1983) in their study on deviations from purchasing power parity and Frenkel (1976) in his research on the monetary approach to exchange rates provide empirical evidence and explore the implications of the Interest Rate Parity Theory on exchange rate predictions. The International Monetary Fund (IMF) publication on exchange rate regimes (IMF World Economic Outlook, 2003) discusses the role of interest rate differentials according to the Interest Rate Parity Theory, highlighting the choices and consequences associated with various exchange rate regimes.

While the Interest Rate Parity Theory offers valuable insights into the relationship between interest rates and exchange rates, it faces challenges in real-world applications due to factors such as transaction costs, capital controls, and market imperfections. Nevertheless, this theory remains an essential framework for analyzing and understanding the impact of interest rate differentials on exchange rate movements within international financial markets.

2.2.2
Portfolio Balance Theory

The Portfolio Balance Theory asserts that investors' decisions regarding their portfolio allocations are influenced by the relative yields of different assets and currencies. This theory suggests that investors seek to balance their portfolios by choosing among various assets, including different currencies, based on their expected returns and risks. Changes in exchange rates can affect investors' portfolio decisions, altering the attractiveness of different currencies. Research by Mundell (1963) in his work on capital mobility and the distribution of incomes examines the role of portfolio balance in influencing capital flows and exchange rate dynamics.

2.2.3
Economic Growth Theory

Economic Growth Theory focuses on the factors driving long-term economic growth within an economy. Regarding currency devaluation, this theory considers its impact on investment in productive capacities, technological advancements, and overall economic growth prospects. Devaluation's effects on investment patterns and capital allocation influence the economic growth trajectory. Romer (1990) in his study on endogenous technological change and Jones (1995) in his research on growth and ideas provide insights into the relationship between investment, technological progress, and economic growth, contributing to Economic Growth Theory's understanding.

2.3

Empirical review

Dada and Oyeranti (2012) noted that the objectives of an exchange rate policy include determining an appropriate exchange rate and ensuring its stability. Over the years, efforts have been made to achieve these objectives through the applications of various techniques and options to attain efficiency in the foreign exchange market. Exchange rate arrangements in Nigeria have transited from a fixed regime in the 1960s to a pegged regime between the 1970s and the mid- 1980s and finally, to the various variants of the floating regime from 1986 with the deregulation and adoption of the structural adjustment programme (SAP). A managed floating exchange rate regime, without any strong commitment to defending any particular parity, has been the most predominant of the floating system in Nigeria since the SAP (Obadan, 2008).

Following the failures of the variants of the flexible exchange rate mechanism (the AFEM introduced in 1995 and the IFEM in 1999) to ensure exchange rate stability, the Dutch Auction System (DAS) was re-introduced on July 22, 2002. The DAS was to serve the triple purposes of reducing the parallel market premium, conserve the dwindling external reserves and achieve a realistic exchange rate for the naira. The DAS helped to stabilize the naira exchange rate, reduce the widening premium, conserve external reserves, and minimize speculative tendencies of authorized dealers. According to Chowdhury (1999), the role of exchange rate and its effects on macroeconomic performance has continued to generate interest among economists. Many economists argue that exchange rate stability facilitates production activities and economic growth. They are also of the view that misalignment in real exchange rate could distort production activities and consequently hinders exports growth and generate macroeconomic instability.

Obadan (2006) summarized the factors that led to the misalignment of the real exchange rate in Nigeria to include weak production base, import dependent production structure, fragile  export base and weak non-oil export earnings, expansionary monetary and fiscal policies, inadequate foreign capital inflow, excess demand for foreign exchange relative to supply, fluctuations in crude oil earnings, unguided trade liberalization policy, speculative activities and sharp practices (round tripping) of authorized dealers. Others include over reliance on imperfect foreign exchange market, heavy debt burden, weak balance of payments position and capital flight.

Oriavwote and Oyovwi (2012) investigated the determinants of the real exchange rate in Nigeria. The objective of the study has been to present a dynamic model of real exchange rate determination and empirically test the implications of changes in possible determinants of the real exchange in Nigeria. With data covering 1970-2010, the parsimonious ECM result shows amongst others that the ratio of government spending to GDP, terms of trade and technological progress are not important determinants of the real effective exchange rate in Nigeria. The result showed that capital flow, price level and nominal effective exchange rate are important determinants of the real effective exchange rate in Nigeria and recommended that the Dutch Disease syndrome holds in Nigeria and recommended amongst others that policies have to be put in place to stabilize the problem of inflation.

Kandil (2004) examined the effects of exchange rate fluctuations on real output growth and price inflation in a sample of twenty-two developing countries. Using theoretical rational expectation model in the analysis and decomposes movements in the exchange rate into anticipated and unanticipated components and concluded that exchange rate depreciation, both anticipated and unanticipated, decreases real output growth and increases price inflation which mean that currency depreciation has a negative effects on economic performance in developing countries. Mori, Asid, Lily, Mulok and Loganathan (2012) investigated the effects of the exchange rates on economic growth in Malaysia using time series data spanning from 1971 to 2009. The results of ARDL bounds test suggest that long-run cointegration exists between both nominal and real exchange rates and economic growth with a significant positive coefficient recorded for real exchange rate and concluded that both exchange rates have a similar causal effect towards economic growth and suggested that a systematic exchange rate via monetary policy should be properly developed to promote the stability and sustainability of economic growth in Malaysia.

Aliyu (2011) argue that appreciation of exchange rate results in increased imports and reduced export while depreciation would expand export and discourage import. Also, depreciation of exchange rate tends to cause a shift from foreign goods to domestic goods. Hence, it leads to diversion of income from importing countries to countries exporting through a shift in terms of trade, and this tends to have impact on the exporting and importing countries’ economic growth. He concluded that appreciation of exchange rate exert positive impact on real economic growth in Nigeria. Dada and Oyeranti (2012) analyses the impact of exchange rate on macroeconomic aggregates in Nigeria. Based on the annual time series data for the period 1970 to 2009 and employed vector-autoregressive model. The estimation results show that there is no evidence of a strong direct relationship between changes in the exchange rate and GDP growth. Rather, Nigeria’s economic growth has been directly affected by fiscal and monetary policies and other economic variables particularly the growth of exports (oil) and concluded that improvements in exchange rate management are necessary but not adequate to revive the Nigerian economy. 

Azeez, Kolapo and Ajayi (2012) also examine the effect of exchange rate volatility on macroeconomic performance in Nigeria from 1986 to 2010. The model formulated depicts Real GDP as the dependent variable while Exchange Rate (EXR), Balance of Payment (BOP) and Oil Revenue (OREV) are proxied as independent variables. It employs the Ordinary Least Squared (OLS) and Johansen co-integration estimation techniques to test for the short and long runs effects respectively. The results show that oil revenue and balance of payment exert negative effects while exchange rate volatility contributes positively to GDP in the long run. They recommended that the monetary authorities should pursue policies that would curb inflation and ensure stability of exchange rate.

Chapter Three

Research Methodology

3.1

Research Design

The paper adopts ex-post facto research design, because the researcher has no direct control over the variables involved. This is because the issues investigated relates to events that have already taken place and for which a causal- comparative evaluation was carried out to analyze the objectives of the study.
3.2

Sources of Data

The researcher makes use of secondary data, which are annual time-series. The data covered a period of 10 years, 1999 to 2019. Data was sourced from Central Bank of Nigeria (CBN) various statistical bulletins, National Bureau of Statistics (NBS) Annual Reports and International Financial Statistic (IFS) data. The variables that was used in this study were selected on the basis of their theoretical importance, usefulness as a measure of the key construct of the study namely, currency depreciation, money demand and trade balance, and findings from their usage in previous empirical literature.

3.3
Population of the Study

According to Adeleke (2003), population is the aggregate of all elements defined before proper selection of the sample is made. The country to be examined is Nigeria. This country embarked on the process of currency devaluation around the same period under investigation and data availability was one of the major criteria for selecting her as necessary data were accessible on the World Bank databank.
3.4
Sample Size and Sampling Technique

Sample is a small or selected group used to represent the whole. Sample or sampling technique was not employed in this research because secondary data was used and was sourced from Central Bank of Nigeria (CBN) various statistical bulletins, National Bureau of Statistics (NBS) Annual Reports and International Financial Statistic (IFS) data
3.5
Research Instrument 

Data was sourced from Central Bank of Nigeria (CBN) various statistical bulletins, National Bureau of Statistics (NBS) Annual Reports and International Financial Statistic (IFS) data.

3.6

Method of Data Analysis

A combination of descriptive statistics, regression and Augmented Dickey-Fuller (ADF) test used for unit root test was adopted with an array of analytical tests conducted on the regression model to ensure that the key assumptions underlying the Classical Linear Regression Model (CLRM) were not violated.

3.7

Limitation To Methodology 


Methodology the major part of the analysis presented in the paper focuses on the effect of information asymmetries and the resulting agency problems of the structure of the role of currency devaluation in developing country. Role of currency devaluation in developing countries some restriction factor which has limit my ability to carry out the project to my satisfaction which at these limitation which include the following:

· Financial constraint

· Time factor

· Negative response from the audience

· Some unforeseen circumstances the expatriation scope and limitation of the study.

· Financial constraints: one of the major problem was financial problems which involves cost of transportation to and from global soap detergents, industry and also cost of material used for the work

· Time factors: it is also one of the major problem a researcher face there is very limited time for a researcher to use in collecting data because he has other academic function to attend to

· Negative response from the audience: it is not all the people a researcher interview that give a positive response to the researcher questions most of the people interview give a negative response.

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS OF DATA
4.1

Data Presentation  
This chapter is concerned with presentation, analysis and interpretation of data tested with regard to the hypotheses stated in chapter one to determine either the rejection or acceptance of H0 hypothesis

4.2

Data Analysis
Table 1 above shows aggregative averages like the mean, median as well as measures of spread and variation like standard deviation. The skewness measures of the degree of symmetry and kurtosis the degree of peakedness of the observation. The results on skewness and kurtosis submit a departure from normality. Is not strong enough to discredit the goodness of the dataset for the analyses in view.

To further evaluate the analytical affiliation of the variables under study, a scatter plot with fitted regression lines is presented in Figure 4.2.1.

According to the slope of the regression line, a positive linear relationship is inferred between GDP, EXCR, EXDET, INFR, and PDI showed a negative linear relationship with RGDP (Figure 1).

Tests for unit root
To ensure that the dataset is stationary, the variables were subjected to a unit root test following the Augmented Dickey Fueler Statistics and the result is presented in Table 4.2.1 (Figure 2).

Table 4.2.1 reports the test for stationarity properties of the series following the augmented dickey fueler statistics. All the variables were found to be stationary at order 1. At the first difference as reported, the ADF statistics for the respective variables were more negative than the critical values at 5% level of significance. The reported p-values are all less than 0.05 for which cause, the null hypothesis of the presence of unit root in all the variables is convincingly rejected. This test essentially assures that the regression result would not be spurious.

Table 4.2.1: Description of the characteristics of the variables under study

	Variable
	Mean
	Median
	Skewness
	Kurtosis
	Standard Deviation
	No. of Obs.

	LOGRGDP
	17.02
	16.92
	0.06
	1.52
	0.95
	16

	LOGEXTDET
	7.27
	7.32
	-0.05
	1.52
	0.86
	16

	LOGEXCHR
	4.92
	4.88
	0.3
	2.69
	0.16
	16

	INFD
	16.9
	14.50
	2.76
	10.57
	16.05
	16

	PDI
	17.28
	16.41
	1.09
	3.33
	2.43
	16
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Source: Author’s computation, 2023

Figure 4.2.1: A scatter plot of the economic growth and currency devaluation in Nigeria.
	S/No
	Variable
	ADF

Stat
	Critical Values
	Order of Integration @ 5%

	
	
	
	1%
	5%
	10%
	

	1
	LOGRGDP
	-4.03
	-4.00**
	-3.09**
	-2.9**
	I(1)

	2
	INFD
	-9.96
	-2.74**
	-1.96**
	-1.60**
	I(1)

	3
	LOGEXTDET
	-2.43
	-2.74**
	-1.96**
	-1.60**
	I(1)

	4
	LOGEXCHR
	-2.69
	-2.47**
	-1.96**
	-1.60**
	I(1)

	5
	PDI
	-4.99
	-4.80**
	-3.79**
	-3.34**
	I(1)

	**Suggests Stationarity at the given level of Significance


Table 4.4.2: Summary of ADF unit root tests

Estimation of regression model

The result as contained in the model below follows the form specified in equation II. The model has all the coefficients of the parameter estimates duly fitted. The standard errors and the t-statistics for the parameter estimates are correspondingly shown.

LOGRGDP=-0.368LOGEXTDET+4.237LOGEXCHR+0.0015IN FD-0.088PDI………(3)

Table 4.2.3: Diagnostic Tests

	SE
	=
	(0.09)
	(0.54)
	(0.00)
	(0.03)

	T
	=
	[-4.06]
	[7.73]
	[0.27]
	[-2.32]

	Expectation
	=
	(-)
	(+)
	(+)
	(-)


It is essential however to discuss the diagnostic tests contained in Table 4.2.3 before analysing the significance of the Regression estimates. This is to ensure that there is no violation of the assumptions of the regression model as any of such assumptions casts doubts on the validity and reliability of the regression model.

From Table 4.2.3, it can be established that the model has the goodness of fit as the R2 of 92% suggests. This shows that 92% of the variation in the dependent variable is accounted for by the independent variables with an unexplained variation of about 8%. The F-statistics of 35.9 and the corresponding probability value of 0.000, indicates that the overall regression is statistically significant and can be used for meaningful analyses. The Durbin Watson Statistics of 1.3, creates a suspicion of the possible existence a first-order positive autocorrelation for which cause a higher order serial correlation test was conducted. The Breusch Godfrey Lagrange Multiplier Serial Correlation Test was used and the result of the F-stat with a p-value of 0.298 rules out the existence of autocorrelation thereby overriding the result posted by the DW Stat (with its inherent limitation).

Source: Author’s computation, 2023

Figure 4.2.2: Cumulative sum of squares stability test (RECURSIVE ESTIMATES ONLY).

Table 3: Diagnostics tests for the regression model.

	R2
	F-Stat
	DW
	BG-F
	x2 (HET)
	RESET-F

	0.92
	35.9
	1.3
	0.298
	0.85
	0.08


In addition, a test for heteroskedasticity was carried out on the model to ensure that the assumption of homoskedasticity was not violated. From the result obtained, the x2 and F-stat all indicate that the model is homoscedastic. The regression error specification test as reported clearly shows that the model does not have an inclusion of any irrelevant variable neither does it have an omission of a relevant variable.

More so, Figure 4.2.2 below contains the cumulative sum of squares graph following the recursive estimates. This is a measure of the stability of the model. Evidently, the model is BLUE (Best Linear Unbiased Estimator) and lies intact between the lower and the upper bounds. This clearly points to the stability of the model.

From the result shown in equation III, the explanatory variables show a positive and significant relationship with the Real Gross Domestic Product.

4.3
Data Interpretation 

This investigation analysis the implication and affiliation of devaluation with emphasis on Nigeria economic development. The fundamental intent is to evaluate the impact to development in Nigeria. The OLS Regression technique signifies the prime technique of estimation pooled with an array of other universal/customary and diagnostic tests. Economic growth proxide by (GDP) shows a positive affiliation with the exchange rate and inflation while, public debt and external debt negative affiliation. The R2 explained 92% of the variation in GDP in the model by the explanatory variables. The positive affiliation embraces a theoretical viewpoint that devaluation boosts economic growth in developed and developing economies. By implication, it is hard to consider or embrace devaluation in Nigeria since its adoption and implementation has always left the economic and investment climate us worse than before since the needed requirements to ensure it impactful benefits are not adequately provided in Nigeria. The argument of this research paper is that rather than Nigeria embracing devaluation as last resort in the event of economic and financial imbalances, government at all levels ought to review other possible solution to improve the economic and financial position of the nation. There is then a robust recommendation and activism for all-round economic diversification, real sector reformation, and periodic fiscal and monetary policies review in relation to the changing economic and financial climate in Nigeria.

CHAPTER FIVE

SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS

5.1

Summary of findings

The fundamental intent is to evaluate the impact Currency devaluation to development in Nigeria. The OLS Regression technique signifies the prime technique of estimation pooled with an array of other universal/customary and diagnostic tests. Economic growth proxide by (GDP) shows a positive affiliation with the exchange rate and inflation while, public debt and external debt negative affiliation. The R2 explained 92% of the variation in GDP in the model by the explanatory variables. The positive affiliation embraces a theoretical viewpoint that devaluation boosts economic growth in developed and developing economies. By implication, it is hard to consider or embrace devaluation in Nigeria since its adoption and implementation has always left the economic and investment climate us worse than before since the needed requirements to ensure it impactful benefits are not adequately provided in Nigeria. The argument of this research paper is that rather than Nigeria embracing devaluation as last resort in the event of economic and financial imbalances, government at all levels ought to review other possible solution to improve the economic and financial position of the nation. There is then a robust recommendation and activism for all-round economic diversification, real sector reformation, and periodic fiscal and monetary policies review in relation to the changing economic and financial climate in Nigeria.

5.2

Conclusion 

In conclusion, the impact of currency devaluation on developing economies like Nigeria is a multifaceted phenomenon with far-reaching implications across various sectors and socioeconomic aspects. Currency devaluation significantly influences investment dynamics, trade balances, inflation rates, and the overall economic landscape. The discussed economic theories Interest Rate Parity, Portfolio Balance, and Economic Growth—provide valuable frameworks for understanding the complexities of currency devaluation and its implications within the context of Nigeria's economy.

Currency devaluation exerts profound effects on Nigerian citizens, altering their purchasing power, living standards, and access to essential goods and services. The socio-economic implications of devaluation underscore the challenges faced by individuals and households, particularly those with lower incomes, in navigating increased costs and reduced affordability for essential commodities. Additionally, the impact on investment dynamics, both domestic and foreign, underscores the significance of devaluation's effects on capital flows, investor confidence, and the overall economic stability within Nigeria.

Addressing the challenges posed by currency devaluation requires a nuanced approach by policymakers. Strategies to mitigate the adverse effects should focus on promoting economic diversification, fostering investment in productive capacities, and implementing policies that support vulnerable segments of the population. Furthermore, fostering a conducive investment environment, bolstering domestic production, and ensuring robust monetary and fiscal policies are crucial to navigating the challenges posed by currency devaluation and fostering sustainable economic growth and stability in Nigeria.

5.3

Recommendations

Economic Policy Recommendations

i. Encourage economic diversification beyond oil dependency to mitigate the adverse effects of oil price fluctuations and reduce vulnerability to currency devaluation.

ii. Implement robust fiscal policies aimed at promoting economic stability, reducing inflationary pressures, and maintaining a favorable balance of payments amid currency devaluation challenges.

iii. Foster initiatives to boost domestic production and enhance competitiveness in key sectors to reduce reliance on imports and alleviate the impact of currency devaluation on sectors like manufacturing and agriculture.

Socioeconomic Interventions

i. Implement targeted social welfare programs to cushion the socioeconomic impact of currency devaluation on vulnerable segments of the population, ensuring access to essential goods and services.

ii. Conduct educational campaigns to raise awareness among citizens about the effects of currency devaluation and provide guidance on coping mechanisms to navigate economic uncertainties.

iii. Investment and Growth Strategies:

iv. Introduce incentives and policies to attract both domestic and foreign investment, aiming to enhance investor confidence and stimulate economic growth despite currency devaluation challenges.

v. Formulate comprehensive, long-term economic plans that focus on sustainable growth, reduce dependency on volatile commodity markets, and foster a more diversified and resilient economy.

Policy Review and Evaluation

i. Establish mechanisms for continuous monitoring and evaluation of economic policies concerning currency management to adapt and refine strategies based on evolving economic conditions.

ii. Foster collaboration between government entities, private sector stakeholders, and international organizations to collectively address currency devaluation challenges and devise effective, inclusive solutions.

These recommendations aim to address various aspects impacted by currency devaluation in Nigeria, spanning economic policies, socioeconomic interventions, investment strategies, and the need for ongoing assessment and collaboration. Implementing these recommendations could contribute to building a more resilient and stable economic framework amidst currency devaluation challenges
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