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Abstract In this paper, the relationship between exchange rate fluctuations, delivery of foreign exchange services and
economic growth in Nigeria was examined. Major problems identified were that over some years now, exchange rate among
the major traded currency (dollar) and the naira has fluctuated significantly thereby affecting the delivery of market
transactions (spot and forward). The forward transaction is very low compared to the spot transaction. These subsequently led
to reduction in the economic growth of Nigeria, measured in terms of growth rate of gross domestic product among others. On
these grounds, this work was aimed at establishing relationships that exist between the dutch auction, interbank, bureau de
change exchange rates, values of spot and forward transactions and growth rate of gross domestic product (gdpr),
unemployment rate (uner) and s per capita income (pci) in Nigeria from the year 2010 to 2016. The expost facto research
design was used and the research methods were descriptive and analytical in nature. Tool of analysis was the Ordinary Least
Square (OLS) multiple regression model. It was discovered among others that, inverse relationship exists between gdpr,
interbank exchange rates and values of spot transactions, between unemployment rates and interbank exchange rates and
between per capita income and dutch auction, bureau de change exchange rates, values of the spot and forward transactions.
Also, positive corelation exist between gdpr, dutch auction and bureau de change exchange rates. On these grounds, it was
concluded that the variables of exchange rate fluctuations, delivery of foreign exchange services affect economic growth both
positively and negatively. On the bases of these, it was recommended among others that market participants should undertake
forward transactions to serve as an insurance cover for their spot transactions, exchange rate between the naira and the United
States dollar be reduced to the barest minimum to encourage producers who sourced raw materials externally to
continue/remain in business. This will cut down the rates of unemployment and per capita income will improve.

Keywords Exchange Rate Fluctuations, Delivery of Foreign Exchange Services, Economic Growth, Foreign Exchange
Market

rate of US dollar to a naira was N360/US$1 while the parallel
buying rate was M363/US$1. Again, the regulated/weighted
dutch auction rates, interbank rates and the bureau de change
rates have fluctuated significantly within this period. The
major focus in this work was on the rate of exchange
between the US dollar and the Nigerian naira. The sharp
increase in the exchange rate of these two currencies was
observed long ago but our concentration in this work is since
the year 2011 when a naira to US dollar was N155/USS$.
From there, it rose to N160, N174 and so on. These have
resulted in high level fluctuations in the volumes and values
of spot and forward transactions in the foreign exchange
market, subsequently leading to fall in investment, low trade,
rise in unemployment, increase in the price of commodities,
reduction in the level of manufacturing output, volume of
goods and services in the domestic market and declining
disposable income and rise in the poverty level among others.

1. Introduction

Just like individuals and business firms, a country cannot
operate entirely on its own. Certainly it must relate with
other countries for one thing or the other. The foreign
exchange market creates an avenue for countries to interact
through international trade relationships. The exchange rate
is the main determinant of price in this market. Unfortunately
over some years now, specifically, from the year 2011 to
recently, the rate of exchange among major traded currencies
and the naira in the international market have fluctuated
significantly. As at October 3, 2017, the rate of exchange
between naira and the United States dollar was N367/US$,
naira and British pound sterling was N407/£1 and naira to
euro was N359/€1. In October 27, 2017, the official buying
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Macroeconomic variables have also shown significant
declining and marginal increases in their values and these
have been issues of concern to all. On these grounds, this
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paper was developed to examine the influences of exchange
rate fluctuations, delivery of foreign exchange services on
the growth of the Nigerian economy from year 2010 to 2016.
This period was chosen because skyrocketed rises in
exchange rates have occurred within then. The rate of
exchange was measured by the exchange rates of the dutch
auction system, interbank and bureau de change, delivery of
foreign exchange services was measured by the values of the
spot and the forward transactions in the foreign exchange
market and economic growth measured by the growth rate of
gross domestic product, unemployment rate and per capita
income. Note should be taken that the variables of exchange
rate in this study deviates a little from the works of Garba,
1997 who identified three tier exchange rate system as the
official rate, the export proceeds exchange rate and the “free
fund” exchange rate (the bureau de change/parallel market
rates). In this work, instead of the exports proceeds rate, the
interbank exchange rate is used. Also, while Oladele, 2015
used the official rate and the parallel exchange rate in his
work, this work deviates from his in that the interbank rate is
added. Again, in this work, two more variables of economic
growth (unemployment rate and per capita income) were
also considered in addition to the growth rate of gross
domestic product.

Specifically, the objective of this paper was to examine the
relationship that exist among the exchange rates, values of
the spot and the forward transactions and the growth rate of
gross domestic product, unemployment rate and per capita
income in Nigeria. The research hypotheses were stated in
their null forms as follows:

i.  Hy;: there is no significant relationship between the
growth rate of gross domestic product (gdpr) and
dutch auction, bureau de change, interbank exchange
rates, values of the spot and the forward transactions
in Nigeria from the year 2010 to 2016.

ii. Hg,: there is no significant relationship between
unemployment rate (uner) and the dutch auction,
bureau de change, interbank exchange rates, values of
the spot and the forward transactions in Nigeria from
the year 2010 to 2016.

iii. Hys: there is no significant relationship between per
capita income (pci) and the dutch auction, bureau de
change, interbank exchange rates, values of the spot
and forward transactions in Nigeria from the year
2010 to 2016.

This paper is divided into five sections. Section one is the
introduction which is being concluded, section two is the
theoretical review while the research methodology is
presented in section three. Section four presents the
empirical review while the summary, conclusions and
recommendations are made in the last section, five.

2. Theoretical Review

This section reviews literature relevant to this work.

Specifically, the nature and concepts of foreign exchange,
exchange rate, service delivery, the foreign exchange market,
and the spot and forward market transactions are discussed.

2.1. Nature and Concept of Foreign Exchange and
Exchange Rate

The term foreign exchange refers to the means of
payments for international transactions. It is made of
convertible currencies that are acceptable for the settlement
of international trade and other external obligations such as
interests, profits, dividends and transfers (Ubom, 2010). In
the balance of payments, foreign exchange covers monetary
authorities claim on non -residents in the form of bank
deposits, treasury bills, short term and long term government
securities. Foreign exchange also include european currency
units, other claims usable in the event of balance of payments
needs, non-marketable claims arising from inter-central bank
and inter-governmental arrangements without regard to
whether the claim is denominated in the currency of the
debtor or creditor (Clarke et al, 1993).

Foreign exchange operation involves an exchange of
domestic currency for foreign currency. This currency is
used in the purchase or sell of certain goods and services in
the international market, (Ubom, 2010 and Ubom, 2017).
Major trading centers are Abuja, Port Harcourt, Uyo, Lagos,
United Kingdom, Frankfurt, New York, London and
Singapore, etc. Participants are kept in close contact through
the use of telephone, fax messages, computer terminals and
other communication networks (Pilbeam, 1998).

Most international transactions require the currency of the
buyer to be exchanged for the currency of the seller. The
relative demands and supplies of various currencies
determine their relative price or exchange rate. Therefore,
one obvious factor that affects the international
competiveness of a country’s industry is the exchange rate
between the country’s currency and other currencies (Bodie
etal, 1995) and (Byrns and Stone, 1992). An exchange rate is
simply the price of one country’s currency expressed in
terms of another country’s currency.

In practice, most trading of currencies take place in terms
of the U.S. dollar. (Ross et al, 1998). According to Jhingan,
(2000), exchange rate is the rate at which one currency is
exchanged for another. It is the price of one currency in terms
of another currency. It is customarily defined as the price of
one unit of the foreign currency to a unit of the domestic
currency. Therefore as exchange rate fluctuates, the naira
value of goods priced in the foreign currency similarly
fluctuates. The exchange rate translates all prices (including
wages and interest rates) in one currency into their value in
another currency. A low exchange rate of dollar (for instance)
to the naira, makes investment in the United States appeal
more to Nigerian investors, so Nigerian capital will flow into
United States.

However, if the dollar falls in international markets,
Nigerian investors will be out of luck and what looked like a
good foreign investment if exchange rates are stable may be
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spectacular if foreign currency’s exchange rate rises. In this
view, one can say that an exchange can rise through
appreciation or revaluation or fall through depreciation or
devaluation. Exchange rate is like other prices in that
changes in supplies and demands cause it to fluctuate unless
under government control. There is appreciation of the
nation’s currency if the market forces cause foreign
currencies to become cheaper. Depreciation of the domestic
currency (e.g. naira, in Nigeria) means that foreign
currencies have grown in value, thus a depreciating naira
buys fewer dollars than previously.

A fixed exchange rate regime is one where the currency is
tied “pegged” directly to the value of another currency e.g.
Botswanian Pula and Venezuelan Boliver that are pegged to
the United States’ dollar. On the other hand, a floating
exchange rate regime is a system that allows its currency
value to change freely. Here, the market dictates movements
in the exchange rate and it is often called managed float due
to interventions by the Central Bank to avoid excessive
appreciation or depreciation. The fixed regime increases
macroeconomic discipline and reduces transaction costs of
trade but there is loss of monetary policy independence while
in the floating system, exchange rate volatility is persistent,
high inflation and high transaction cost (Rewane, 2015). The
flexible exchange rate however, allows demand and supply
for currencies in the international market to set exchange
rates but it seldom survive if inconsistent with powerful
market forces.

2.2. Delivery of Foreign Exchange Services

A service is defined as a deed performed by one party for
another. A customer cannot keep the service; rather the
service is experienced, used or consumed. Services are not
physical, they are in tangible meaning that you cannot hold
or touch it. Services cannot be stored that is why we say they
are “perishable”. Services encounter are primarily social
encounters and the rules and expectations related to service
vary from culture to culture. The international service
providers needs to understand the factors that affect
customer’s considerations in service evaluations and to
emphasize the various dimensions of service quality
accordingly. In addition, service barriers encountered in
different markets (the foreign exchange market) such as the
requirements for local certification, local providers and other
requirements that favour local, over international service
providers must be properly managed (Perreault and
McCarthy, 2002), (McCarthy and Perreault, 1990) and
(Dana, 2008).

Technically the word delivery means the ability to get the
services from the provider to the consumer. The delivery
system therefore involves channels where service move from
provider to consumer. So from here we have that “service
delivery system” is a distribution channel of core and
supplementary services. Here there is need to differentiate
between potentials for delivery information base on core
products (those that responds to customers primary
requirements) and simply providing supplementary services

that facilitate the purchase and use of physical goods. The
foreign exchange market provides both services. For
effective and efficient delivery, speed and convenience of
place and time have become important determinants. Many
services are delivered in real time while customers are
physically present. For instance taking e-commerce
transaction in the foreign exchange market, at the end of it,
you must be paid by a cashier in the bank or you withdraw at
automated teller machine (ATM) among others.

The foreign exchange market is an over the counter
market that exists for the sales and purchase of foreign
currencies. The market passes through the banking network
of the world. To ensure smooth delivery in this market,
traders must balance their demand and capacity needs
through buffering materials. For service, buffering means
customers are waiting in the service process (e.g. two
working days for spot transactions and a month or more days
for forward transactions) so the service process manager
must balance demand and capacity, design a waiting
system/queues configuration and management of customers
psychology of waiting (e.g. experience of paying for
academic research publications) (Lovelock and Wirtz, 2011).
Foreign exchange services are delivered through the foreign
exchange market arrangements which are basically the spot
and forward transactions. In the foreign exchange market,
the banks, bureau de change/parallel market dealers are the
service companies/providers. These are the intermediate
buyers of foreign exchange in the market. They serve as
intermediaries between the buyers and sellers of foreign
exchange. The channels for the services is direct to the
customers or to the intermediaries that sells to the customers,
they focus on identifying ways to bring the customer and
principal or its representative together through franchising,
agents, brokers and electronic transfers, etc (Zeithaml and
Bitner, 2003). These market intermediaries bring the buyers
and sellers of foreign exchange together through the spot and
forward market arrangements.

3. Research Methodology

This section presents the research methodology. It covers
the research design, research hypotheses, and sources of data,
methods of data collection, model specification and
techniques of data analysis.

3.1. Research Design

A research design is a master plan specifying the methods
and procedures for collecting and analyzing needed
information. It is a framework of the research plan of action
(Zikmund, 1994). In this research, the expost facto research
design and the descriptive and analytical research methods
are adopted. The descriptive methods of analysis transforms
raw data into a form that makes it easy to understand, analyze
and interpret. It also examines the statistical significance of
various independent variables about a single dependent
variable. On the other hand, the analytical research method
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involves data processing (using analytical tools) with little or
no alteration. The expost facto design means that the events
had already occurred and there are effects of the independent
variables on the dependent variables the period remained
unchanged.

3.2. Research Hypotheses

Based on the research objectives, the following null
hypotheses were formulated:

i.  H,y: there is no significant relationship between the
growth rate of gross domestic product (gdpr) and
dutch auction, bureau de change, interbank exchange
rates, values of the spot and the forward transactions
in Nigeria from the year 2010 to 2016.

ii. Hgy: there is no significant relationship between
unemployment rate (uner) and the dutch auction,
bureau de change, interbank exchange rates, values of
the spot and the forward transactions in Nigeria from
the year 2010 to 2016.

iii. Hys: there is no significant relationship between per
capita income (pci) and the dutch auction, bureau de
change, interbank exchange rates, values of the spot
and forward transactions in Nigeria from the year
2010 to 2016.

3.3. Sources of Data and Methods of Data Collection

The sources of data in this work are mainly secondary
sources, thus secondary data are employed. They were gotten
from the Central Bank of Nigeria annual reports, statement
of Account and statistical bulletin. Others were textbooks,
journal articles, periodicals central Bank of Nigeria bullions,
etc. These made the research purely a desk research. Internet
facilities were also used in generating data.

3.4. Model Specification

From the research hypotheses, the following models are
specified:
Yy = ag + byxq + byxy + b3xs + byx, + bsxs + bgxg
+byx; + -+ byx, +e

i. GDPR =ay+ b;Dy, + b,Bdy + b3lb, + b,S,, +
bsF,, +e ..eqn 1

ii. Uner =aq+ byDyy + byBdp + b3lb,. + byS,, +
bsF,, +e ...eqn2

iii. pci =ag+ byDy + byBdy + bslb, + b,S,,, +
bsF,, +e ....eqn3

Where:

gdpr = Growth Rate of Gross Domestic Product

Uner = Unemployment Rate

pci = Per Capita Income

D, = Dutch auction exchange rate

Bd, = Bureau de Change exchange rate

Ib, = Interbank exchange rate

S.a = Values of Spot Transaction

F,. = Values of Forward Transaction

b; — b, = regression Coefficients

y = Dependent variables (gdpr, Uner and dinc)

X=X, = Independent Variables

3.5. Techniques of Data Analysis

The tool of analysis used in this work is the multiple
regression model of the Ordinary Least Square method. This
regression model investigates the effect of two or more
independent variables on a single interval or ratio scaled
dependent variables (Zikmund, 1994). In this study,
variations in the dependent variables are attributed to
changes in each of the independent variables as specified in
the models. For test of hypotheses, the F-ratio was used to
evaluate the statistical reliability of the result estimate. This
involved comparing F, value with Fy,,. If F.; > Fy, then the
value of R? adequately reflects the variations in the
independent variables and this shows the strong predictive
power of the model. When F, <F,, the overall significance
of the regression model is hampered, implying that the model
is weak.

4. Empirical Review

This section is designed to analyze the data collected. The
data are those of the dutch auction/weighted Dutch auction
system rates, bureau de change exchange rates, interbank
exchange rates, values of spot and forward transactions and
the growth rate of gross domestic product, unemployment
rates and per capita income in Nigeria from the year 2010 to
2016. These data are presented in table 1.

4.1. Data Presentation

Table 4.1. Relationship between exchange rates, values of the spot and forward transactions, growth rates of gross domestic product, unemployment rates

and per capita income in Nigeria from the year 2010 to 2016

Exchange Rates (3¥/US Dollar0
. CBN Interbank | Spot Transactions Forward Transactions GDPR .
Period | g/wpas | Bureaude | change p\/alues &%, B) Values (N, M) (%) Uner (%) | Pei; (3 000)
Change
exchange rate rates
2010 150.66 156.00 152.00 33,3709 11, 809.90 11.3 21.1 347,934.4
2011 158.27 165.00 159.70 47,217.1 13,110.20 4.9 23.9 355, 255.0
2012 155.94 160.86 158.84 42,074.7 16, 314.40 4.3 274 360, 615.2
2013 155.75 162.45 159.25 54,205.2 15, 342.20 5.4 24.7 370, 004.2
2014 156.98 171.45 164.88 16, 497.6 24,307.50 6.3 7.8 383,023.4
2015 192.30 222.72 195.52 21,485.1 24,321.60 2.7 9.9 382,985.4
2016 301.21 455.26 305.22 28, 369.8 24, 356.70 -1.5 134 306, 055.7

Source: CBN Annual Report 2011, CBN Statistical Bulletin, 2016
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4.2. Data Analysis

Table 1 shows the relationships that exist among the
dependent variables used in this study. Considering the
effects of the Dutch auction, bureau de change, interbank
exchange rate and the values of spot and forward
transactions on the growth rate of gross domestic product in
Nigeria from the year 2010 to 2016, it was observed that
from the year 2010 to 2012, when the rates of exchange
ranged between N150.66 to 8¥165.00 and the values of spot
transactions increased from N33, 370.9billion to N47,
217.1billion while the value of forward transaction increased
form N11, 809.90million to 813, 110.2million, the growth
rate of gross domestic product reduced from 11.3% to 4.9%,
unemployment rate rose from 21.1% to 23.9% while per
capita income increased at a marginal rate from N347,934.4
billion to N360,315.2 billion.

Between the year 2012 and 2013, when the rates of
exchange still dangled between N155.94 and N162.45, spot
transactions reduced from N47, 217.1billion in year 2011 to
N42, 074.7billion in 2012 and kicked up again to N54,
205.2billion in 2013, the forward transaction had risen from
N13, 110.2million in 2011 to N16, 314.4million in 2012 and
dropped again to N15, 342 2million in 2013. During these
periods, the growth rate of gross domestic product had
fluctuated from 4.9% to 4.3% and back to 5.4% respectively,
unemployment rate rose from 23.9% to 27.4% but dropped
slightly to 24.7% in the respective periods while per capita
income increased marginally from N35, 323.70billion to
N35, 326.24billion and N42, 816.52billion respectively.

From year 2014 to 2016, the exchange rates moved
between MN156.98 and N455.26 to a dollar within the Dutch
system, bureau de change and interbank exchange
arrangements. During this period, spot transactions increased
from N16, 497.6billion to N28, 369.8billion while the
forward transactions increased marginally from N24,
307.5million to N24, 356.7million. The economic growth
variables at this time had dropped significantly, the gdpr
reduced from 6.3% to 2.7% and down to -1.5%, however,
unemployment rate which had improved in 2014 by reducing
to 7.8% now rose to 9.9% and 13.4% respectively while per
capita income that recorded marginal increase to N43,
073.74billion in 2014 reduced to N42, 932.91billion in the
year 2015. The analysis so far showed that as exchange rates
increased with fluctuating increases in spot and forward
transactions, the growth rate of gross domestic product
reduced significantly to -1.5% in 2016 meaning the country
was surviving on borrowing. Unemployment rate was also
on the rise except for years 2014 and 2015 meaning that
86.6% of the working force in Nigeria was gainfully
employed as at year 2016 compared to years 2011 to 2013.

4.3. Relationship Analyses

This section analyzes the hypotheses earlier stated in this
work. The first hypothesis was stated as follows in its null
form:

There is no significant relationship between the growth
rate of gross domestic product and the dutch auction,
interbank, bureau de change exchange rates, and the values
of the spot and forward transactions in Nigeria from the year
2010 to 2016.

The regression equation was given as:

GDPR = ay + byDy, + byBdy + b3lb, + bySy,q +

bsF,, + e ..eqn 1

The regression result was stated as follows:

GDPR = 118.1681 + 1.2328D,, + 0.6761Bd,
— 2.68761b, — 4.29S,, + 0.0009F,,

tvalues = (0.2762)  (0.1407) (0.2053)

(-0.1710)  (-0.0521)  (0.1069)

R*=10.93% Adj R*=0.61% Fea =2.851
Fup=9.01  tgu=1.94R=0.60

From the regression result above, within the period under
review, the growth rate of gross domestic product (gdpr) had
remained at N118.168billion when the dutch auction, bureau
de change, interbank exchange rates, and values of spot and
forward transactions equaled zero. A 1% increase in the
dutch auction exchange rate increases the growth rate of
gross domestic product (gdpr) by 1.23%, a 1% increase in the
bureau de change exchange rates increases the gdpr by
0.68%, a 1% increase in the interbank exchange rates
reduces gdpr by -2.68%, a Nl increase in the spot and
forward transactions reduced and increased the gdpr by
N4.29bilion and N0.0009million within the period under
review respectively. No independent variable was
statistically significant as all t.,s were below the 1.94 value
of ty,. The value of Fy,, was 9.01 compared to F., of 2.85
meaning that the null hypothesis which states that no
significant relationship exist among the variables of
exchange rate fluctuations, service delivery in the foreign
exchange market and growth rate of gross domestic product
was accepted and the alternate hypothesis rejected. R* was
0.93 meaning that 93% of changes in gdpr were explained by
the independent variables. The remaining changes of 7%
were caused by other variables not included in the model. R
value of 60% showed an above average relationship between
growth rate of gross domestic product and measures of
exchange rate fluctuations/service delivery in the foreign
exchange market.

The second hypothesis was aimed at establishing the
relationship among variables of exchange rate, service
delivery and unemployment rate. The second hypothesis was
stated as follows in its null form:

There is no significant relationship  between
unemployment rate and the dutch auction, bureau de change,
interbank exchange rates, values of spot and forward
transactions and unemployment rate in Nigeria from the year
2010 to 2016.

The regression equation was given as:

Uner = ay + b;D, + b,Bdy + bslb,. + b, S, +

bsF,, +e ...eqn2
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The regression result was stated as

Uner = 847.967 + 17.187D,, + 6.407Bd, — 30.7491b,
+0.0019S,, + 0.0165E,,

tvalues = (1.241) (1.228) (1.218)

(-1.226) (1.471) (1.182)

R*=0.96% Adj R*=0.76% Fey=4.734
Fip =9.01 tw =194  R=0.6521

The regression result above showed that unemployment
was 847.967% when the independent variables equaled zero,
within the period under review. A 1% increase in the dutch
auction exchange rate increased unemployment rate by
17.18%, a 1% increase in burecau de change exchange rate
increased unemployment rate by 6.407% while a 1%
increase in the interbank exchange rate reduced
unemployment by -30.74%. However, N1 increase in spot
and forward transactions resulted in a very insignificant
increment in unemployment rate to the tunes of
N0.0019billion and NO.0165million respectively. The
independent variables were able to explain 96% variations in
unemployment rate while the remaining 4% variations were
caused by other variables not included in the model. No
independent variable was statistically significant as their
values were below 1.94 value of t;,. The f,, value of 2.851
was less than fi,, value of 9.01 thereby implying that the null
hypothesis which states that there is no significant
relationship between unemployment rate and variables of
exchange rate fluctuations and the delivery of foreign
exchange services was accepted and the alternate rejected.
The R value of 0.65 showed an above average relationship
among the variables studied.

The third hypothesis sought to establish the relationship
that exist between per capita income and dutch auction,
bureau de change, interbank exchange rates, values of spot
and forward transactions in Nigeria from the year 2010 to
2016. The regression was given as:

pci = ag + by Dy + byBdp + bzlb, + b,S,q + bsE,, +

e ....eqn3

The regression result was stated thus:

Pci = —389,575.1 — 11,868.81D,, — 5,814.164Bd,
+ 23,487.041b, — 9.3895,, — 9.205F,,

tvalues= (-0.277) (-0.411) (-0.536)
(0.456) (-0.346) (-0.320)

R*=0.98 Adj R*=0.91 Fe =13.069 Fyp=
9.01 t, = 1.94

The regression result above showed that per capita income
was -N389, 575.1 when the independent variable equaled
zero, within the period under review. A 1% increase in the
dutch auction exchange rate reduced per capita income by
-N11, 868.81billion. Also, a 1% rise in bureau de change
exchange rate reduced per capita income by - NS5,
814.164billion. However, a 1% increase in the interbank
exchange rate increased per capita income by N23,
487.04billion. Again, N1 increase in the spot and forward
transactions reduced per capita income by - N9.389billion

and - N9.205billion respectively. The independent variables
were able to explain 98% of variations in the per capita
income while the remaining 2% variations were caused by
the variables not included in the model. No independent
variable was statistically significant as all t.,; were below the
1.94 value of ty,. The F , of 13.069 was greater than Fy, of
9.01 indicating a rejection of the null hypothesis which states
that there is no significant relationship between per capita
income and the dutch auction, bureau de change, interbank
exchange rates, values of spot and forward transactions in
Nigeria from the year 2010 to 2016.

4.4. Results and Discussions

The main objectives of exchange rate policy were to
preserve the value of the currency, maintain a favorable
external balance and the overall goal of macroeconomic
stability among others. Our focus on this work had been on
the macroeconomic performance as measured by growth rate
of gross domestic product, unemployment rate and
disposable income. It was discovered that inverse
relationships exist between gdpr, interbank exchange rate
and spot transaction, unemployment rate and interbank
exchange rate and between disposable income and the dutch
auction exchange rate, values of the spot and forward
transactions, meaning that as the interbank exchange rate
increases, growth rate of gdpr decreases. In essence, the
monies being exchanged are not directed at productive
purposes that should boost the domestic market with more
goods and services. Since there is no production with the
funds so exchanged, unemployment kicks up as reflected in
the relationship between interbank exchange rates and
unemployment rate. Many producers cannot produce,
thereby closing down factories, thus, unemployment rises.
The positive relationship recorded among gdpr, dutch
auction and forward transactions value are completely
marginal, meaning that a greater part of funds being
exchanged in Nigeria are directed at other usages, probably
unproductive. The total amount of funds channeled to the
productive sector is minimal. Again, the exchange rates may
be too high for producers to cover cost and realize profits
(especially those importing raw materials). So, they stay
away from buying foreign exchange. However, it was
discovered that a high positive correlation exist between
gdpr, dutch auction and bureau de change rates and these
were in line with the findings of Oladele, 2015.

The positive relationship between unemployment rate and
dutch auction and bureau de change exchange rates showed
that these exchange rates have contributed to reduction in
unemployment rates. However, the rate of reduction is not
significant as many are still unemployed. Considering the
independent variables, they do not impact significantly on
the measures of economic performance, meaning that
insignificant contributions are made by them to the growth
rate of gross domestic product, unemployment rate and per
capita income in Nigeria. Other variables not included in the
model may generate a different result. The inverse
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relationships between per capita income and dutch auction
exchange rates, bureau de change rates, values of spot and
forward transactions are just confirmation that the country
borrowed to consume within the period, because, as
unemployment is not reduced, per capita income
automatically is affected negatively, it reduced until zero and
this is confirmed in the gdpr of -1.5 in 2016 and
unemployment rate of 13.4%. Interbank exchange rates only
increased per capita income by N5, 537.084billion within
seven years. In other words, the independent variables affect
economic growth variables negatively.

5. Summary, Conclusions and
Recommendations

The focus of this work had been on exchange rate
fluctuations, delivery of foreign exchange services and
economic growth in Nigeria from the year 2010 to 2016.
Current economic trend showed that exchange rate had risen
significantly making it difficult for businesses to strive. As a
result, the domestic market is negatively affected,
unemployment rose and per capita income reduced. Section
one introduced the work, reviewed literature in section two,
presented research methodology in section three, analyzed,
interpreted the data and discussions of findings made in
section four. This section five summarizes the work, draw
conclusion and made recommendations based on findings of
the study.

Appendix A

Dependent Variable GDPr
Method: Least Squares

From the discoveries so far made, the conclusion of this
work is that a rise in interbank exchange rates reduced the
growth rate of gross domestic product (gdpr) and
unemployment rates in Nigeria between the year 2010 and
2016. Also, a rise in the values of spot transactions also
reduced gdpr within the period. However, a rise in the dutch
auction and bureau de change exchange rates increased the
growth rate of gross domestic product and a rise in interbank
exchange rates also increased per capita income. The
negative value of gdpr of -1.5% in 2016, implies the
consumption of the country had been autonomous. So from
these, recommendations are that:

i Participants in the foreign exchange market
should undertake forward transactions to serve as an
insurance cover (shield) for their spot transactions.

ii. Spot transactions should be closely monitored and
regulated by the market authorities to minimize the
gap between the spot and forward transactions.

iii. The exchange rate of the bureau de change should be
closely monitored by monetary authorities to reduce
the gap between these rates and the official rates.

iv. Foreign exchange acquired by Nigerians should be
channelled to the productive sectors of the economy
to enhance economic growth.

v. Government should adopt measures that would bring
down the exchange rate of the naira to a US dollar, so
that Nigerian producers who make use of imported
raw materials can continue in business.

Date: 10/03/17 Time: 13:05
Sample:
Included observation: 7
Variable Coefficient Std. Error t- statistic Prob
C 118.1681 427.7035 0.276285 0.8284
Dar 1.232839 8.758710 0.140756 0.9110
BDA 0.676151 3.293165 0.205320 0.8711
Ibr -2.687577 15.71442 -0.171026 0.8922
SVa -4.29E-05 0.000824 -0.052064 0.9669
FVa 0.000935 0.008739 0.106962 0.9322
R- squared 0.934455 Mean dependent var 4.771429
Adjusted R- squared 0.606733 S.D. dependent var 3.856040
S. E. of regression 2.418163 Akaike info criterion 4.372269
Sum squared resid 5.847510 Schwarz criterion 4.325906
Log likelihood -9.302940 Hannan — Quinn criter 3.799234
F- statistic 2.851360
Prob (F- statistic) 0.420525 R 0.6012




34 Anthonia Uduak Ubom et al.: Exchange Rate Fluctuations, Delivery of
Foreign Exchange Services and Economic Growth in Nigeria

Appendix B

Dependent Variable: Uner

Method: Least Squares

Date: 10/03/17 Time: 12:47
Sample: 2010 2016

Included observation: 7

Variable Coefficient Std. Error t- statistic Prob

C 847.9675 682.9015 1.241713 0.436

DWR 17.18681 13.98477 1.228966 0.4348

BDA 6.407481 5.258099 1.218593 0.4375

Ibr -30.74922 25.09075 1.225520 0.4375

SVa 0.001935 0.001316 1.470871 0.3801

FVa 0.016495 0.013953 1.182188 0.4470
R- squared 0.959468 Mean dependent var 18.31429
Adjusted R- squared 0.756805 S.D. dependent var 7.829310
S. E. of regression 3.861008 Akaike info criterion 5.308109
Sum squared resid 14.90739 Schwarz criterion 5.261747
Log likelihood -12.57838 Hannan — Quinn criter 4.7355075

F- statistic 4.734313
Prob (F- statistic) 0.334899 R 0.6521

Appendix C

Dependent Variable: Pci
Method: Least Squares

Date: 10/03/17 Time: 12:55
Sample: 2010 2016

Included observation: 7

Variable Coefficient Std. Error t- statistic Prob

C -389575.1 1408661 -0.276557 0.8282

DWR -11868.81 28847.21 -0.411437 0.7515

BDA -5814.164 10846.19 -0.536056 0.6867

Ibr 23487.04 51756.16 0.453802 0.7288

SvVa -0.938987 2.714097 -0.345967 0.7880

FVa -9.205223 28.78156 -0.319831 0.8029
R- squared 0.984928 Mean dependent var 357981.9
Adjusted R- squared 0.909567 S.D. dependent var 26484.08
S. E. of regression 7964.330 Akaike info criterion 20.57171
Sum squared resid 63430546 Schwarz criterion 20.52535
Log likelihood -66.00098 Hannan — Quinn criter 19.99867
F- statistic 13.06944 Durbin Watson stat 2.495142

Prob (F- statistic) 0.206852 R
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