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ABSTRACT 

This study examines the impact of exchange rate unification policy on economic stability in South East Nigeria, 
with a specific focus on how a unified exchange rate could enhance regional economic performance, reduce 
volatility, and promote sustainable development. Adopting an ex post facto research design, the study utilizes both 
qualitative and quantitative data to analyze the relationship between the average exchange rate and average 
domestic prices of food items and petrol on a monthly basis. The analysis spans from December 2021 to December 
2024, covering both the pre-policy period (2021–2022) and the post-policy period (2023–2024), following the 
implementation of the exchange rate unification policy in mid-2023. Data were obtained from the Central Bank of 
Nigeria and the National Bureau of Statistics, particularly focusing on the monthly average exchange rates (naira 
to USD) and monthly inflation rates for food and petrol price. The study employs charts and graphs to illustrate 
the trends and relationships among the variables. Findings reveal that the exchange rate unification policy 
triggered a sharp depreciation of the naira, beginning in July 2023, and led to a substantial rise in inflation, 
especially food inflation. Food inflation surged to 24% immediately after the policy took effect and continued to 
rise more rapidly than general inflation. By August 2023, food inflation surpassed 35%, while inflation for all items 
reached 26%. The results indicate that while the unification policy aimed to stabilize the exchange rate system, 
contributed significantly to inflationary pressures in the South East region, disproportionately devaluing naira and 
affecting food prices and living costs. The study concludes that while exchange rate unification holds long-term 
promise for economic stability, its short-term impact in South East Nigeria has been characterized by rising 
inflation and a weakening domestic currency, underscoring the need for complementary fiscal and monetary 
policies to cushion regional economic vulnerabilities. Based on the findings the study therefore recommends. 
While monetary tightening may be necessary, it should be complemented with strategic fiscal policies that support 
production, stabilize prices, and manage public expectations. Since the effects of the exchange rate unification 
policy have worsened inflation and reduced purchasing power, the government should expand social welfare 
programs, such as food assistance, cash transfers, and subsidies for transportation. 
Keywords: Exchange rate, Unification policy, Economic Stability. 

 
INTRODUCTION 

The interdependence of nations has become increasingly evident in today’s globalized world. This 
interconnectedness significantly impacts economic growth, as countries rely on one another for trade, investment, 
and technology transfer [1]. However, the international trade landscape faces serious challenges due to the 
absence of a unified exchange rate system. This issue has become increasingly pressing as countries continue to 
rely on their own currencies for trade, leading to multiple complications and inefficiencies [2]. One of the primary 
consequences of lacking a unified exchange rate is increased volatility in currency values. This volatility leads to 
unpredictable fluctuations in the cost of goods and services, making it difficult for businesses to plan and budget 
effectively [3]. As a result, companies are often forced to adjust their prices frequently, reducing their 
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competitiveness in global markets. Furthermore, the absence of a unified exchange rate hinders the free flow of 
goods and services across borders. Countries may impose tariffs or other trade barriers to protect domestic 
industries, which can stifle international trade and overall economic growth [4]. This protectionist approach 
limits the benefits of global trade and restricts consumers' access to a wider range of competitively priced goods. 
In addition, the lack of exchange rate unification creates financial planning and risk management challenges for 
businesses. Firms engaged in international trade must constantly monitor and hedge against currency 
fluctuations, which demands additional resources and expertise—especially burdensome for small and medium 
enterprises (SMEs) [5]. Nigeria, one of Africa’s largest economies, has long grappled with exchange rate 
management challenges. The country has experienced considerable volatility in the value of its currency, the 
Naira, which has negatively impacted economic growth and macroeconomic stability [6]. In light of these 
challenges, there is growing advocacy for the unification of Nigeria’s exchange rate regime. Proponents argue that 
exchange rate unification would foster greater stability and predictability in the economy [7]. By adopting a 
unified system, Nigeria could better manage capital flows and reduce the risk of sharp currency devaluations, thus 
attracting more foreign investment and promoting economic growth. 
Moreover, unifying the exchange rate could reduce the cost of doing business. Currently, companies operating in 
Nigeria face high transaction costs due to the need to hedge against exchange rate risk [8]. Exchange rate 
management has thus remained central to Nigeria’s economic policy, particularly in the effort to promote 
macroeconomic stability. Exchange rate unification refers to the consolidation of multiple exchange rates into a 
single, official rate. This approach is widely seen as a tool to simplify currency markets, curb speculation, and 
enhance transparency for businesses and investors [9]. Historically, Nigeria has operated under a multiple 
exchange rate regime, with a significant gap between the official and parallel market (black market) rates, creating 
inefficiencies in the foreign exchange market [10], [11]. In 2016, the Central Bank of Nigeria (CBN) moved 
toward unifying the exchange rate by floating the Naira, giving market forces a greater role in determining its 
value [12]. However, challenges such as high forex demand, limited foreign reserves, and the persistence of a 
parallel market have hindered full unification. 
The South East region of Nigeria known for its entrepreneurial drive and reliance on trade, SMEs, and 
remittances has been significantly affected by exchange rate volatility. Businesses in the region often struggle with 
the rising costs of imported goods and raw materials, impacting profitability and job creation [13]. Additionally, 
sectors dependent on imported machinery or foreign investment face higher operational risks and limited access to 
forex. Economic instability in the South East has, in recent years, been linked to inflation, high import costs, and 
reduced investor confidence, all tied to foreign exchange challenges [14]. Therefore, exchange rate unification 
could enhance economic predictability, reduce speculative practices, and create a more stable environment for 
trade and investment. This study seeks to assess the effects of exchange rate unification on the economic stability 
of South East Nigeria, focusing on trade, investment, inflation, and the general business climate. It aims to explore 
how a unified rate could improve regional economic performance, reduce volatility, and promote sustainable 
development. It will also highlight the challenges and opportunities associated with exchange rate unification, 
offering policy recommendations to strengthen exchange rate management in Nigeria. 

LITERATURE REVIEW 
Concept of exchange rate 

The exchange rate is the price at which one currency can be exchanged for another. It represents the value of one 
country's currency in relation to the currency of another country. Exchange rates are determined by various 
factors, including market demand and supply for currencies, government policies, and economic conditions. They 
play a critical role in international trade, investment, and economic stability. 

Types of Exchange Rates 
1. Nominal Exchange Rate (NER) The nominal exchange rate refers to the rate at which one currency can 

be exchanged for another without adjusting for inflation. It is simply the market price of one currency 
relative to another. For example, if the nominal exchange rate between the Nigerian naira (NGN) and the 
U.S. dollar (USD) is 1 USD = 800 NGN, it means that one U.S. dollar can be exchanged for 800 Nigerian 
naira in the foreign exchange market. 

2. Real Exchange Rate (RER) The real exchange rate adjusts the nominal exchange rate by accounting for 
differences in price levels between countries. It reflects the purchasing power of one currency relative to 
another and shows whether a currency is overvalued or undervalued in real terms. The real exchange rate 
is calculated by multiplying the nominal exchange rate by the ratio of domestic to foreign prices. 

3. Fixed Exchange Rate A fixed or pegged exchange rate system occurs when a country's currency is tied 
or pegged to another major currency, such as the U.S. dollar or the Euro. Under this system, the central 
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bank or government maintains the currency's value within a narrow range of the anchor currency. 
Countries with fixed exchange rates often have to hold large reserves of the anchor currency to defend 
the peg and maintain stability. 

4. Floating Exchange Rate A floating exchange rate is determined by the market forces of supply and 
demand, with little to no government or central bank intervention. Under this system, the currency value 
fluctuates freely, based on factors such as interest rates, inflation, political stability, and economic 
performance. For example, the U.S. dollar, the euro, and the Japanese yen operate under floating 
exchange rate systems. 

Exchange Rate Unification in Nigeria 
Exchange rate unification in Nigeria refers to the deliberate policy decision to consolidate the country’s multiple 
foreign exchange (forex) rates into a single, market-reflective rate. This reform was introduced to eliminate the 
long-standing system of having multiple official and unofficial exchange rates, which created distortions in the 
Nigerian economy for years. For over a decade, Nigeria operated a multiple exchange rate system, including: 

1. The official CBN rate (used for government and selected imports). 
2. The NAFEX/I&E window (used by investors and exporters). 
3. The SME and PTA/BTA rates (used for personal and small business forex). 
4. The parallel or black-market rate (dominant in retail transactions). 

These rates varied significantly, creating arbitrage opportunities, discouraging foreign investment, and 

contributing to capital flight. For example, while the official rate might have been around ₦420/USD, the black-

market rate was often over ₦700/USD. 
The 2023 Unification Policy 

In June 2023, President Bola Ahmed Tinubu’s administration announced and implemented exchange rate 
unification as part of broader economic reforms that also included fuel subsidy removal. The Central Bank of 
Nigeria (CBN) under Acting Governor Folashodun Shonubi allowed the naira to float freely at the Investors and 
Exporters (I&E) window, effectively merging multiple official rates into a single, market-determined rate. 
Key Developments: 

 The CBN stopped publishing multiple official rates. 

 The naira depreciated sharply, aligning closer to black-market levels. 

 The I&E window became the primary FX market for businesses and investors. 

 The CBN promised greater transparency and fewer interventions in rate determination. 
Exchange rate unification in Nigeria is a landmark reform aimed at promoting transparency, economic efficiency, 
and investor confidence. While the policy has led to short-term pain — especially through inflation and currency 
depreciation it is viewed as a necessary step toward a more stable and predictable forex regime in the long run. 
However, successful implementation depends on robust forex supply, credible monetary policy, and structural 
economic reforms. 

Impact of Exchange Rate Unification on Economic Stability 
The concept of exchange rate unification is often linked to the improvement of economic stability. In their study, 
[15] argue that a unified exchange rate reduces the disparity between the official and parallel market rates, 
thereby enhancing the efficiency of the foreign exchange market. By eliminating the gap between these rates, 
exchange rate unification fosters greater transparency in the market, reduces speculative behavior, and ensures a 
more predictable exchange rate environment. This can positively impact macroeconomic stability by improving 
investor confidence, reducing inflationary pressures, and promoting economic growth. In the context of Nigeria, a 
unified exchange rate has been touted as a tool to mitigate the negative impacts of exchange rate volatility, such as 
high inflation, rising cost of imports, and trade imbalances [16]. For instance, with a unified exchange rate, 
businesses can more accurately forecast their costs and prices, which enhances their ability to plan and invest. 
Moreover, the narrowing of the exchange rate gap is expected to discourage arbitrage opportunities, which have 
often led to capital flight and currency speculation [17]. 

Exchange Rate Volatility and Economic Instability in South East Nigeria 

The economic environment in South East Nigeria is heavily influenced by the exchange rate policy, particularly in 
sectors such as trade, agriculture, and manufacturing. According to [15], the region's economy is largely driven 
by small and medium-sized enterprises (SMEs), which are highly susceptible to exchange rate fluctuations. SMEs 
in South East Nigeria are often forced to contend with the unpredictability of the exchange rate, which can 
increase the costs of importing raw materials, machinery, and finished goods. The impact of these fluctuations is 
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particularly pronounced in industries that rely on imported goods for production, such as construction, food 
processing, and consumer goods manufacturing. A study by [18], indicates that businesses in the South East 
region face substantial challenges due to the volatile exchange rate. These include higher costs of doing business, 
reduced profit margins, and difficulty in accessing foreign exchange at official rates. In addition, businesses that 
operate across borders in the region often face challenges in pricing their products competitively, as the 
unpredictability of the exchange rate leads to price instability in both domestic and international markets. 
Furthermore, high inflation, which is often a result of exchange rate depreciation, disproportionately affects 
consumers in South East Nigeria, reducing their purchasing power and dampening domestic demand [19]. For 
many businesses in the region, inflation driven by exchange rate fluctuations undermines consumer confidence and 
reduces demand for goods and services. This effect further amplifies the economic instability in the region, 
exacerbating existing challenges such as unemployment and poverty. 

The Role of Exchange Rate Unification in Trade and Investment 
One of the key advantages of exchange rate unification is its potential to improve the trade environment and 
attract investment. According to [20], a unified exchange rate system reduces the risks and uncertainties 
associated with cross-border trade. For South East Nigeria, where trade with neighboring countries such as 
Cameroon, Equatorial Guinea, and Chad is important, exchange rate unification could reduce transaction costs, 
improve price competitiveness, and simplify business operations. A stable and predictable exchange rate is crucial 
for businesses engaged in import-export activities, as it allows for easier currency conversion and lowers the risks 
of currency mismatches. Additionally, exchange rate unification is expected to improve the business climate in 
South East Nigeria by attracting foreign direct investment (FDI). Investors typically seek stable environments 
with minimal exchange rate risks when making investment decisions. With a unified exchange rate, Nigeria could 
present itself as a more attractive destination for foreign capital, which would ultimately contribute to economic 
growth and job creation in the region [21]. 

Inflation rate in Nigeria 
Inflation is one of the most direct consequences of exchange rate volatility, and it significantly impacts the 
purchasing power of consumers and the cost structures of businesses. According to [22], exchange rate 
devaluation typically leads to higher import costs, which in turn increases domestic prices. This creates 
inflationary pressure, especially in sectors that rely heavily on imports. Exchange rate unification, by reducing the 
gap between official and parallel market rates, is expected to mitigate these inflationary pressures by reducing 
speculation and stabilizing the cost of foreign exchange. In South East Nigeria, where the cost of imports is a 
major driver of inflation, the unification of the exchange rate could help reduce the volatility of prices for both 
businesses and consumers. This could lead to more stable macroeconomic conditions, improved cost management 
for businesses, and a reduction in the overall inflation rate, thereby enhancing the purchasing power of households 
in the region [15]. 

Challenges of Exchange Rate Unification 

While exchange rate unification offers several benefits, it is not without challenges. According to [23], the success 
of exchange rate unification depends on several factors, including the stability of the domestic currency, the level 
of foreign exchange reserves, and the overall economic environment. If these factors are not adequately managed, 
the process of unification could lead to short-term destabilization, as the naira may experience further depreciation 
if the market forces are not aligned with the country’s economic fundamentals. Additionally, the unification 
process could have adverse effects on sectors that depend heavily on cheap foreign currency access, such as import-
dependent businesses in South East Nigeria. There is a risk that exchange rate unification could lead to higher 
import prices, especially in the short term, if the naira loses further value in the market [24]. Consequently, 
businesses may struggle to cope with the increased cost of imported goods and services, which could lead to higher 
inflation and reduced economic stability in the region. 

Petrol Prices in Nigeria (2021-2024) 

From 2021 to 2024, the price of petrol in Nigeria experienced sharp increases driven by global oil price volatility, 
subsidy reforms, foreign exchange pressures, and domestic fuel supply challenges. These changes significantly 
impacted transportation costs, inflation, and the overall cost of living in the country. In 2021, petrol was heavily 

subsidized by the federal government, and the official pump price ranged between ₦162 and ₦165 per litre 
(Nigerian National Petroleum Corporation, NNPC, 2021). Despite fluctuations in global crude oil prices, the 
government resisted upward adjustments in domestic prices due to political and social sensitivities. The subsidy 

regime was maintained, although the Nigerian government spent over ₦1.43 trillion on subsidies that year [25]. 
By 2022, pressure to remove the fuel subsidy intensified. The global rise in crude oil prices following the Russia-
Ukraine war pushed the landing cost of petrol significantly higher. However, the official pump price remained 
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between ₦165 and ₦170 per litre due to continued subsidy payments. Despite this, fuel scarcity and black-market 

sales led to unofficial prices reaching ₦200 to ₦250 per litre in some states [26]. In that year alone, Nigeria spent 

over ₦4.3 trillion on fuel subsidies [27]. A dramatic shift occurred in 2023, when President Bola Ahmed Tinubu 
announced the removal of fuel subsidy during his inauguration speech on May 29. This marked a historic 

economic reform. Within days, the official pump price of petrol rose from ₦185 per litre to between ₦480 and 
₦540 per litre, depending on the location [28],[29]. Later in the year, market forces and forex scarcity pushed 

prices further upward. By August 2023, petrol sold for ₦617 per litre at NNPC retail stations, with even higher 
rates reported in remote regions [30]. In 2024, fuel prices remained high due to exchange rate depreciation and 
increased importation costs, as Nigeria still relied heavily on imported refined petroleum products. The pump 

price fluctuated between ₦620 and ₦750 per litre, depending on the location and logistics [31]. The situation 
triggered public discontent and protests in several states, leading the government to consider temporary import 
waivers and the potential reintroduction of targeted subsidies or price modulation [32]. 
 
 
 
 
 

Table 1: Summary of Petrol Prices in Nigeria (2021–2024) 

Year Official Pump Price (₦/litre) Notes 

2021 ₦162 – ₦165 Full subsidy; government-controlled price 

2022 ₦165 – ₦170 Continued subsidy; unofficial scarcity price up to ₦250 

2023 ₦185 → ₦617 Subsidy removed in May; major spike in prices 

2024 ₦620 – ₦750 Market-determined; forex & inflation driven 

                                          USD-NGN exchange rate in Nigeria from 2021 to 2024 

From 2021 to 2024, the exchange rate between the United States Dollar (USD) and the Nigerian Naira (NGN) 
experienced significant fluctuations, driven by both domestic economic challenges and global financial pressures as 
shown in Table 1. These fluctuations reflected Nigeria’s ongoing foreign exchange shortages, inflationary 
pressures, oil market volatility, and shifts in monetary policy by the Central Bank of Nigeria (CBN) [33],[34]. In 

2021, the official exchange rate of the naira to the dollar hovered around ₦380 to ₦410 per USD at the Central 

Bank rate [12]. However, in the parallel (black) market, the rate was significantly higher, trading between ₦480 

and ₦570 per USD [35]. This disparity was largely due to the restricted access to foreign exchange through 
official channels, leading many individuals and businesses to seek dollars from informal sources [36]. By 2022, the 

naira weakened further. The official rate rose to about ₦415 to ₦450 per USD, while the parallel market rate 

reached ₦650 to ₦720 per USD [37]. This depreciation was driven by continued foreign exchange scarcity, 
declining oil revenues despite high global oil prices, and increasing demand for dollars for imports and foreign 
school fees [38]. The Central Bank attempted several interventions, including restrictions on forex access for 
certain imports and promotion of the “Naira 4 Dollar” scheme to encourage diaspora remittances [39], but these 
efforts yielded limited results. In 2023, the naira experienced its most significant fall in recent years. Following the 
change in government and the subsequent unification of the multiple exchange rate windows by the Tinubu 
administration in mid-2023, the official rate was allowed to float more freely [40]. This resulted in the official 

exchange rate climbing to over ₦750 to ₦950 per USD by the second half of the year [32]. Meanwhile, the 

parallel market rate surged to over ₦1,100 per USD at some points [41]. Inflation rose sharply, and the cost of 
living increased, prompting widespread economic concern [42]. By the end of 2024, the naira had depreciated 

even further. The official exchange rate ranged between ₦1,200 and ₦1,400 per USD, while the parallel market 

saw rates climb to about ₦1,500 to ₦1,600 per USD [43]. This continued decline was influenced by persistent 
inflation, high import dependency, dwindling foreign reserves, and ongoing challenges in attracting foreign 
investment [44]. Despite efforts to stabilize the economy through fuel subsidy removal, tax reforms, and 
monetary tightening, confidence in the naira remained low [3].Overall, the period from 2021 to 2024 was marked 
by significant volatility in the USD–NGN exchange rate, reflecting deeper structural issues within Nigeria’s 
economy and the urgent need for comprehensive economic reforms to stabilize the local currency and restore 
investor confidence. 
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Inflation rate in Nigeria From 2021 to 2024 
From 2021 to 2024, Nigeria experienced persistently high inflation, with rates escalating year-on-year due to a 

combination of structural weaknesses, currency depreciation, fuel subsidy removal, insecurity, and disruptions in 
food supply chains as show in Table 2. The inflation trend over this period reflected mounting pressure on 
household incomes, increasing poverty levels, and broader macroeconomic instability. In 2021, Nigeria's annual 
inflation rate averaged 17.0%, peaking at 18.17% in March before gradually easing to 15.63% in December 
(National Bureau of Statistics [NBS], 2021). The surge was largely driven by rising food prices, insecurity in 
agricultural regions, and high transportation costs due to fuel scarcity. Food inflation remained especially high, 
hitting over 22% at its peak [45]. The Central Bank of Nigeria maintained an accommodative monetary policy 
stance, citing the need to support post-COVID economic recovery. In 2022, inflationary pressures worsened. The 
average inflation rate for the year was about 18.85%, with headline inflation closing at 21.47% in November, the 
highest since 2005 (NBS, 2022). Major contributing factors included continued currency depreciation, persistent 
insecurity, global supply disruptions from the Russia-Ukraine war, and excessive reliance on imports. Food 
inflation stayed high, and core inflation rose sharply, indicating broader price pressures across the economy [39]. 
The year 2023 witnessed a significant spike in inflation following major economic reforms, including the removal 
of the fuel subsidy and exchange rate unification under the Tinubu administration. Inflation surged from 21.82% in 
January to 28.92% in December, according to NBS data [14]. These reforms led to skyrocketing energy prices 
and transport costs, which filtered into the prices of goods and services. The Central Bank eventually raised the 
Monetary Policy Rate (MPR) from 18.5% to 22.75% in an attempt to curb inflation and stabilize the naira [10]. In 
2024, inflation remained one of Nigeria’s most pressing economic concerns. The annual inflation rate fluctuated 
between 29% and 33%, with food inflation exceeding 40% in some months [14]. Factors such as naira depreciation 

(as the exchange rate crossed ₦1,200–₦1,400 per USD), fuel prices (above ₦700 per litre), and climate-related 
disruptions in food production contributed significantly to rising prices. Despite tighter monetary policy and 
targeted interventions, inflationary pressures persisted, causing considerable hardship for ordinary Nigerians and 
undermining economic growth. 

Table 2: Summary of Inflation Rate in Nigeria (2021-2024) 

Year Average Inflation Rate (%) Key Drivers 

2021 17.0% Food prices, insecurity, high transport costs 

2022 18.85% Forex crisis, global inflation, insecurity 

2023 24–29% Subsidy removal, exchange rate reforms 

2024 29–33% Currency depreciation, energy costs, food insecurity 

                                                                        Empirical review 

The empirical review explores existing studies and research that have examined the relationship between 
exchange rate unification and economic stability, particularly in developing countries such as Nigeria, with a focus 
on regional dynamics like those in the South East. Empirical evidence helps to clarify how exchange rate policies 
affect trade, inflation, business operations, and overall economic performance, specifically in the context of South 
East Nigeria. 

Impact of Exchange Rate Unification on Economic Stability 

Several studies have examined the impact of exchange rate unification on economic stability, both in Nigeria and 
globally. According to a study by [16], exchange rate unification in Nigeria could potentially improve economic 
stability by reducing volatility in currency values. Their research highlights that when a country adopts a unified 
exchange rate system, it reduces the disparity between the official rate and the parallel (black market) rate, thereby 
eliminating distortions in the foreign exchange market. This unification, in turn, enhances macroeconomic 
stability by fostering investor confidence, encouraging foreign direct investment (FDI), and reducing speculative 
activities that often lead to currency instability. In Nigeria, [22], found that unification of the exchange rate in the 
context of Nigeria could promote greater transparency in foreign exchange transactions, improving the 
predictability of the currency market. Their findings suggest that unifying the exchange rate would mitigate 
inflationary pressures, which often arise from fluctuations between official and parallel rates. These inflationary 
pressures destabilize local economies, particularly in import-dependent regions like the South East, where 
businesses face higher costs due to exchange rate fluctuations. 

Exchange Rate Unification and Inflation in Nigeria 

Inflation remains a significant concern in Nigeria, and exchange rate volatility has often been identified as one of 
its key drivers. [15], analyzed the relationship between exchange rate fluctuations and inflationary trends in 
Nigeria. They concluded that exchange rate unification could help mitigate inflation by stabilizing the domestic 
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currency. Their study found that when the naira depreciates unpredictably due to dual exchange rates, it increases 
the costs of imports, which in turn leads to rising inflation and reduced purchasing power for consumers, 
especially in the South East where imports are essential for manufacturing and consumption. The empirical work 
of [17], on Nigeria's exchange rate policy also points to the potential of exchange rate unification in controlling 
inflationary pressures. Their research shows that when the exchange rate system is unified and stabilized, 
inflationary expectations decrease, and the risk premium that businesses attach to exchange rate fluctuations is 
reduced. In regions like South East Nigeria, where small and medium enterprises (SMEs) rely heavily on imported 
goods for production, inflation due to exchange rate volatility is particularly harmful, and exchange rate 
unification would reduce such vulnerabilities. 

The Role of Exchange Rate Unification in Business Competitiveness and Investment 
Research conducted by [14] demonstrated that exchange rate unification enhances the competitive advantage of 
local businesses by offering a more predictable and stable exchange rate environment. Their study on trade and 
investment flows in Nigeria highlights that exchange rate stability, brought about by unification, encourages 
businesses to plan and operate more efficiently. In South East Nigeria, which is heavily dependent on SMEs, 
unification would reduce the uncertainties businesses face when dealing with foreign currency transactions. The 
predictability of a unified exchange rate helps businesses set competitive prices, access affordable imports, and 
operate without the constant fear of exchange rate-induced costs. Additionally, [24], noted that a unified 
exchange rate could boost foreign direct investment (FDI) in South East Nigeria by making the currency 
exchange process more transparent. Their empirical analysis shows that FDI inflows tend to increase when a 
country adopts a single, market-determined exchange rate. In the South East, this could be particularly important 
in attracting investment into sectors like manufacturing, trade, and agriculture, which rely on stable input costs 
and predictable financial conditions. 
 
 

Challenges of Exchange Rate Unification 
While the potential benefits of exchange rate unification are evident, several studies have also highlighted the 
challenges associated with its implementation as shown in Table 3. [21], conducted a comprehensive analysis of 
the challenges Nigeria faces in implementing exchange rate unification. They identified the need for a well-
managed macroeconomic environment, including substantial foreign reserves, and robust monetary policy 
frameworks, to prevent the collapse of the currency following unification. The research suggests that if Nigeria 
were to unify its exchange rate without addressing underlying structural issues such as fiscal deficits, low foreign 
exchange reserves, and economic diversification there could be unintended consequences such as the further 
depreciation of the naira or market disruptions. [21], further examined the risks associated with exchange rate 
unification in a developing economy like Nigeria. They emphasized that exchange rate unification could lead to 
increased inflation and higher import costs in the short term, particularly if the local currency depreciates 
significantly after the unification. For businesses in South East Nigeria that are heavily reliant on imports for raw 
materials and finished goods, this could create immediate challenges, including higher operational costs, reduced 
margins, and potential layoffs. Thus, the study suggests that for exchange rate unification to benefit South East 
Nigeria, it must be coupled with supportive economic policies such as fiscal discipline, import substitution 
strategies, and infrastructural improvements. 

Exchange Rate Unification and Trade in South East Nigeria 
Trade is a cornerstone of the South East Nigerian economy, which is known for its entrepreneurial spirit and 
vibrant markets. [18], conducted a study on how exchange rate policies influence trade in the region. They found 
that the absence of exchange rate unification increases the cost of doing business, particularly in trade and cross-
border commerce, by creating exchange rate uncertainty. The research further indicated that businesses in the 
South East, which often deal with neighboring countries, such as Cameroon, Ghana, and Equatorial Guinea, are 
severely impacted by exchange rate fluctuations. The study highlighted that a unified exchange rate system would 
enhance trade relationships and reduce transaction costs, making it easier for businesses in South East Nigeria to 
trade both domestically and internationally. Moreover, a more stable exchange rate would allow businesses to 
negotiate better deals and reduce the cost of hedging against exchange rate risks. 

Summary of Literature Review 
The literature on exchange rate unification in Nigeria suggests that while there are significant advantages to 
moving towards a unified exchange rate system, especially in terms of reducing market distortions, improving 
economic predictability, and attracting investment, the process remains fraught with challenges. In the context of 
South East Nigeria, exchange rate unification could potentially stabilize the business environment, reduce 
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inflationary pressures, and enhance trade and investment opportunities. However, careful attention must be paid to 
the potential short-term disruptions, especially for businesses that are heavily dependent on imports. Further 
research is needed to evaluate the long-term effects of exchange rate unification on the region’s economic stability, 
taking into account the interplay of local and national economic factors. 

METHODOLOGY 
This study adopts an ex post facto research design relying both on qualitative and quantitative data to analyse the 
relationship between average exchange rate and average domestic prices of food items, petrol on monthly basis. 
The analysis is carried out from 2021 to 2024 years before the exchange rate unification policy in 2023 and a year 
after the exchange rate unification policy. The study uses charts and graphs to demonstrate the relationship 
between the variables under study. The variables used in the study are monthly average inflation rates for Food 
and. Data on exchange rate is based on the units of naira needed in exchange for one United States’ Dollar. 
Between December, 2021 to December 2024; the average monthly exchange rates of US Dollar to Naira were 
obtained from the central bank of Nigeria.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

DATA PRESENTATION AND ANALYSIS 
 

Table 3: showing 2021 dollar exchange rate, price of fuel, price of IK tuber of yam 
 

 
 
 
 
 
 
 
  

Months  US dollar exchange rate price of fuel  
in Naira 

Price of 1kg tuber of yam 
In Naira  

January  380.7000 150 350 

February 380.5800 150 350 

March  380.0000 152 380 

April  380.5000 155 350 

May  412.5000 156 370 

June  411.0000 156 350 

July  411.0700 156 350 

August 411.0000 158 300 

September  409.2600 160 250 

October 409.7500 160 270 

November 409.3900 162 380 

December 410.7500 164 420 
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Figure 1: Exchange Rate and Inflation a Year before Exchange rate unification Policy 
 

 
 
 
Figure 1 is a line graph showing the level of inflation on all items on monthly average and inflation on food items 
and fuel price on monthly average. The monthly average exchange rate graph trends upwards on the bar charts. 
The line graph of fuel is relatively on a straight line slope. For food items, the slope was drooping this is an 
indication that inflation before the unification policy was relatively low.   
 
Table 4:  showing 2022 US dollar exchange rate to naira, price of fuel, price of IK tuber of yam 
 

Month USA Dollar exchange rate Price of  1 liter of 
fuel Price  of 1kg of 

yam 

Jan 415.16 167 446 

Feb 415.39 167 
446 

Mar 415.25 168 
446 

Apr 414.83 168 446 

May 414.72 190 
446 

Jun 414.6 190 446 

Jul 414.96 192 
465 

August 422.38 195 
566 

September  431.54 210 
565 

Oct 437.5 210 
577 

Nov 443.44 220 600 

Dec 447.59 220 
620 

Source: Extracts from Microsoft Excel based on Data Available from CBN 
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Figure 2: A Graph Showing Trends in Inflation and Exchange Rates during the unification policy in 2022  
 

 
 
It can be observed from Figure one that from January 2022 to June, 2022 US Dollar to Naira exchange rate was 
stable,  if was also observe that the price of liter of fuel was also stable, consequently, the rice of food items still 
remain stable, but immediately after the exchange rate unification policy, that is from July, 2022; US Dollar  
exchange rate to Naira became to raise incessantly; consequently, food inflation on monthly basis kept an upward 
trend and was higher than inflation on all items in the economy.  
 
Table 5:  showing 2023 US dollar exchange rate to naira, price of fuel, price of IK tuber of yam 
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Months Exchange rate of dollar  price of 1 litre of 
fuel 

price of 1kg of yam 

January   460.42 230 620 

Feb 460.3 245 620 

Mar 460.3 245 650 

Apr 460.46 320 680 

May 460.74 320 700 

Jun 754.38 345 720 

Jul 770.74 347 750 

August 774.54 420 750 

September  778.91 455 730 

Oct 786.35 500 800 

Nov 789.53 520 960 

Dec 896.61 570 1000 
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Figure 3: A Graph Showing Trends in Inflation and Exchange Rates from January 2023 
(Exchange Rate and Inflation after the Exchange Rate Unification Policy) 

 

 
 
It can be observed from the graph that food inflation rose to 24 per cent immediately the exchange rate unification 
policy took effect and there was also a rise in prices of fuel and general items, but throughout the period under 
consideration, food inflation rose faster and stayed continuously above the general inflation for all items. In fact, by 
August 2023, food inflation has crossed 35 per cent while inflation for all items rose to 26 per cent. On the other 
hand, following the exchange rate unification policy, Naira depreciated steadily from July 2023 to December 2024. 

Comparing Exchange Rates for Pre and Post Exchange Rate Unification Policy 

In order to see the extent of variations in exchange rates during the multiple and unified exchange rates regimes, 
there is need to compare and contrast using pictorials or graphs to see which of the regimes made the naira more 
vulnerable. The comparison is made on monthly basis from March January 2021 to December 2023. January 2021 
to June 2022 have been used for Exchange Rate before the unification policy (EXRB) and July 2022 to December 
2023 is used for Exchange Rate after the unification policy (EXRA). 

Comparing Inflation Rates for Pre and Post Exchange Rate Unification Policy 

It is wise to compare and contrast the degree of variability between two inflation rates for before and after 
implementation of the exchange rate unification policy. Note that, the rates on monthly basis and 15 months from 

March 2022 to May 2023 have been used for Inflation on all items before Exchange Rate Unification Policy (INFB 
AIMA) and another 15 Months from June 2023 to August, 2024 is used for Inflation on all items after Exchange 
Rate Unification Policy (INFA AIMA). Thus, the comparison is matched on the earliest month to the latest month 
on either sides and coded in periods to read period 1 to period 15 (Per1 to Per15). 
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Source: Extracts from Microsoft Excel based on Data Available from CBN (2024). 

Figure 4 shows that inflation rates grew steadily but slowly on monthly basis when there were multiple exchange 
rates in Nigeria than when exchange rates were unified. Prior to the unification policy, exchange inflation for all 
items rose steadily from period 1 to period 15; commencing from 17 percent to reach 21 percent respectively. 
However, as soon as the exchange rates were unified, inflation rates for all items on monthly average basis rose to 
about 22 percent within few months and increased faster to reach over 31 per cent over the years.  

CONCLUSION 
On the basis of the empirical literature and empirical data obtained and analyzed, this study concludes that, the 
exchange rate unification policy within the period under review has made room for a very rapid depreciation of the 
naira and has brought about astronomical rise in prices of goods and services generally and food in particular. The 
policy has not started yielding its intended benefits having been in existence for about a year and a half but has 
rather entrenched welfare lost among households in Nigeria via hyper-inflation.  

RECOMMENDATIONS 
Based on the findings, the following recommendations are made; 

1. While monetary tightening may be necessary, it should be complemented with strategic fiscal policies 
that support production, stabilize prices, and manage public expectations. 

2. Since the effects of the exchange rate unification policy have worsened inflation and reduced purchasing 
power, the government should expand social welfare programs, such as food assistance, cash transfers, 
and subsidies for transportation. 
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