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Abstract
Considering Nigeria as an oil dependent country, fluctuations in oil prices as a result of policy 
competition between OPEC and oil shale producing countries (such as the United States and 
Canada) in recent years has posed an impediment on the current account balances of Nigeria. 
This study investigates the relationship between oil price fluctuations and the current account 
balances in Nigeria. The study used a time series data sample from 1977 to 2015. The Autore-
gressive Distributed Lag (ARDL) was used to estimate the relationship between the current ac-
count and oil price fluctuations in the short-run and long-run. It was argued from the findings 
that in the short-run, the oil price had a positive but insignificant impact on the current account 
balances, while in the long-run, it impacted negatively, but was found to be a significant deter-
minant of current account balances in the economy. Other variables such as population growth 
(POP), gross domestic product (GDP) and trade (T) had an insignificant relationship with the 
current account balances in the short-run, while in the long-run, only GDP and oil price (OP) 
were found to be significant determinants of the current account balances in the economy. The 
study, therefore, concludes that better performances of the current account balance in the Ni-
gerian economy are a function of the stability in the oil price. From the findings, it was recom-
mended that the economy should be tailored towards mitigating the shocks in oil price through 
considering alternative means of trade.
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1. Introduction
The oil price and macroeconomic variables have recently attracted scholarly attention, stemming 
from the effect of the fluctuations in oil price and an economy’s trade balance over the years. 
Gnimassoun, Joets, & Razafindrabec (2017) noted that for most oil exporting and oil importing 
countries, the fluctuations in oil price have a great impact on the trade balances of the econo-
mies, which sometimes results in deficit or surplus balances. In recent years, the oil price rush 
forward has shown a negative impact on the trade balances of most of the oil dependent coun-
tries such as Nigeria. Also, the unexpected increase in the price of oil from 2003 to 2014 placed 
the economies of most oil dependent countries on the boom side, as the increase favoured their 
revenue. Considering the huge amount of revenue generated from the oil sector by the oil ex-
porting countries, the allocation of the revenue in most of the economies has gained the interest 
of researchers and policymakers on how the revenues are channeled, if efficient or mismanaged. 
Scholars such as Blanchard & Milesi-Ferretti (2009), Helbling et al., (2011) Arezki & Hasanov 

▪

Vol. 10, Issue 2, �������������������������     pp. 118 - 131, ���������� June 2018 
ISSN 1804-171X (Print), ISSN 1804-1728 (On-line), DOI: 10.7441/joc.2018.02.08

joc2-2018-v4.indd   118 20.6.2018   20:43:22



119

(2013) noted that the fluctuations in oil prices have significant implications on the current ac-
count balances of an economy.

In Nigeria, one issue that is underrepresented in literature is the nexus between oil price fluctua-
tions and the current account balances. Many studies have focused on the impact of oil price on 
economic growth, while others tried to check its relationship with monetary and fiscal policy 
variables such as exchange rate, inflation rate, and government expenditure pattern through 
revenue. For example, Adamu (2015) argued about the issue of oil price relation to the govern-
ment revenue and budget in Nigeria that the global oil price fall shock from $141/bbl in 2014 to 
$65/bbl in 2015 made the government adjust its budget to $45/bbl because of the unexpected 
continuous fall in the price, which determines its revenue. Also, on the issue of oil price relation 
to exchange rate volatility, Aliyu (2009) noted that a positive change in the oil price facilitates 
economic growth and increases the value of the country currency against other currencies of 
the world, which in turn, has a great impact on trade inflow in the economy. Contrary to Aliyu 
(2009), Salisu & Mobolaji (2013) argued, based on the causal direction between oil and foreign 
exchange markets, that fluctuations in the oil price may result in a depreciation of the Nigerian 
currency relative to USD, while depreciation of the USD may make the oil price increase in the 
global market. 

Regarding the relationship between oil price and inflation rate in Nigeria, Corrado, & Jordan 
(2002) noted the importance of understanding the fluctuations in the oil price on the general 
prices of goods and services and other macro-economic indicators is important to aid the ef-
ficiency of trade in the economy. On this note, Apere (2017) submitted that a direct relationship 
exists between the oil price and inflation in an economy. That is, any falling or rising sign in the 
price of oil brings about a fall or increase in the inflation rate. Apere (2017) further argued that 
fluctuations in the oil price affect inflation through two channels. The first captures the fiscal, 
which he explains in terms of purchasing power of the government in the form of expenditure, 
and the second in terms of the change in a general price level of goods and services (both import 
and export) in the economy.

To the best of our knowledge of the studies on the oil price fluctuations nexus in Nigeria, no 
study or few have been carried out on the relationship between the oil price fluctuations and cur-
rent account balances in Nigeria, but has been performed for developed and also oil exporting 
countries (see Allegret et al., 2014; Gnimassoun et al., 2017). This study, therefore, investigates 
the impact of oil price fluctuations on the current account balances in Nigeria. The choice of 
Nigeria is informed by its large dependency on the oil sector as its major source of income, and 
also making the argument of the impact of oil price shocks on the general prices of goods and 
services, currency value and trade activities. It is important to examine how far or to what extent 
the shocks in the oil price have affected the balances of the economic reserve.

The rest of the study is divided into five sections. Section two provides a literature review, sec-
tion three presents the data source and methodology, section four contains the analytical frame-
work, and section five reveals the conclusion and recommendations from the findings.
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2. literature review
In the 1960s, Flemming & Mundell (1964) extended the IS-LM model in order to argue about 
the effect of monetary policy on the macro-economics variables. The model explicitly captures 
the relationship between the goods market, money market and foreign exchange balances. They 
argued that the interest rate and output are important factors an economy can make use of to 
regulate its economy. The long-term dynamics was discussed by Laursen & Metzler (1950) and 
Mundell (1963), but a new approach was introduced in the 1980s by Masson & Knight (1986). 
They argued that a country experiencing an expansionary fiscal shock needs a continuous flow 
of foreign funds to sustain its domestic investment, which assumes current account deficit, in-
duced by an initial appreciation of the country’s currency value. In summary, they all argued that 
the current account balances react to shocks in fiscal and monetary policy, which could be found 
to be in existence in Nigeria, as the government pattern of expenditure is affected by the shocks 
in the global oil price, which reduces their current account worth. Based on the Dutch disease 
syndrome argument on the revenues from natural resources trade, especially ‘oil’, the growth 
of an economy that largely depends on crude oil will be affected by fluctuation in the global oil 
price, which places huge impediment to the income and expenditure pattern of such economies, 
e.g. Nigeria. On the empirical front, various studies have been carried out to examine the link-
age of oil price fluctuations in different perpective, some focusing on the relationship that exists 
between the oil prices shocks and economic growth, some focusing on oil price shocks and mac-
roeconomics variables, while some on oil price shocks and expenditure pattern. The empirical 
studies findings include:

Gnimassoun et al. (2017) used a time varying parameter vector autoregressive (TVP-VAR) in 
Canada to analyse the nexus between oil price fluctuations and the current account. It was 
argued that oil price fluctuations insignificantly influence the current account balances. They 
noted four common shocks, which explains the nexus between the oil price and current account 
balances; The shocks include: (i) shocks to the flow supply, (ii) shocks to the flow demand for crude oil reflect-
ing the state of the global business cycle, (iii) precautionary demand shocks oil stocks above the ground (oil specific 
demand shocks for oil stocks above the ground), and (iv) other idiosyncratic oil demand shocks (residual shocks).

On the other hand, Allegret et al. (2014) incorporated the role of financial development in the 
model of the nexus between oil price fluctuations and the current account balances in 27 oil ex-
porting countries. Their results revealed that oil price fluctuations positively relate to the current 
accounts in the countries, but found them dependent on financial development. Nader (2017) 
found on the relationship between the oil price shocks and stock market in Saudi Arabia, United 
Arab Emirates and Russia significant based on the origin of the oil shocks, and the force varies 
across countries and sectors. Al-Khazali & Mirzaei (2017) empirically investigated how shocks 
in the oil price affect non-bank performing loans in 30 oil exporting countries. They agreed 
that shocks in the oil price negatively and significantly relates with non-bank performing loans. 
Huntington (2015) similarly investigated the crude oil trade relation to current account in 91 oil 
importing and exporting countries. It was argued that the net oil exports are a significant factor 
that determines the current account balances, but that the net oil imports often do not influence 
the current account deficits. In the oil importing countries, it was confirmed that higher oil 
imports contribute to the current account deficit balances for the rich countries. Regarding the 
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relationship between the currents accounts and exchange rate in Sub-Saharan Africa countries, 
Gnimassoun & Coulibaly (2014) submitted that in the Sub-Sahara Africa countries, current ac-
counts over the years under study have been highly sustainable, but lower in the countries that 
operate on a fixed exchange rate regime.

For the Turkish economy, Ozlale & Pekkurnaz (2010) revealed that the current account response 
to oil price shocks in the economy of Turkey increases gradually but falls after three months 
of the shocks occurrence, which validates their conclusion that the oil prices shocks signifi-
cantly influence the balances of current account in the short-run. Narayan (2013), studying the 
economy of Fiji, used a structural vector autoregressive model to examine the impact of fuel 
import and devealuation policy on the current account. The study argued that instability in the 
current account balances in the short-run is due to fuel import increasing activities. Concetnig 
the current account to output volatility in 185 countries, Elgin & Kuzubas (2013) argued that a 
larger current account deficit is attributed to a higher output volatility, while the feedback effect 
of output volatility to shocks in the current account is negative.

In the context of Nigeria, Babatunde, Adenikinju, & Adenikinju (2013) argued that the response 
of stock markets to the oil price shocks is insignificant, but negatively regresses at a period 
determined by the oil price fluctuations. Also, Babatunde (2015) on the nexus between the oil 
price shocks and exchange rate in Nigeria argued that between January 1997 and December 
2012, an increase in oil price shocks depreciates the country’s exchange rate, while negative oil 
price shocks increase the value of the country’s currency. Salisu & Mobolaji (2013) modelled the 
volatility and transmission between the oil price and exchange rate for the economy of Nigeria 
and US using the VAR-GARCH newly developed model. It was observed from their findings 
that there is a bidirectional effect from fixed exchange rate to oil price shocks in the economy of 
Nigeria and recommeneded that the inclusion of oil into a diversified portfolio of fixed exchange 
rate will improve its risk-adjusted return performance. Akinleye & Ekpo (2013) examined the 
macroeconomic implications of symmetric and asymmetric oil price and oil revenue shocks in 
Nigeria, using the vector autoregressive (VAR) estimation technique. They concluded that the 
economy of Nigeria shows signs of the Dutch disease syndrome in the short and long run. They 
futher argued from their findings that the effect of oil price shocks on economic growth is only 
effective in the long-run, while it only affects the general price level marginally in the short-run. 
With regard to the importance of oil on growth of the Nigerian economy, Akinlo (2012) used the 
VAR method to validate his argument that an appropriate regulatory pricing of the oil product 
is a catalyst for the development of other sectors of the economy in Nigeria. Ishola, Olaleye, 
Olajide & Abikoye (2015) empirically argued about the dynamic nexus between the oil price fluc-
tuations and inflation in Nigeria. They argued that the changes in crude oil price had significant 
effects on inflation and at the same time, unstable prices of goods and services are caused by 
changes in the exchange rate, broad money supply and lending rate. Adamu (2015) on the same 
stand submitted that the global fall in oil prices has a significant impact on the crude oil revenue 
and prices in Nigeria. Ebele & Iorember (2015) while investigating Nigeria’s output response to 
shocks in oil prices using the Benchmark Model proposed by Hamilton (2003); following Lee, 
Ni, & Ratti (1995), and Mork (1989) confirmed that oil price shocks positively and significantly 
relate with the output in Nigeria.
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There is a lack of consensus among the existing empirical studies on the effect of oil price fluc-
tuation on the variables been examined. The inconclusive argument could be as the result of 
differences in scope, methodology and area where the study has been carried out. This study, 
therefore, contributes to the ongoing argument in literature by investigating the nexus between 
oil price fluctuations and current account balances in Nigeria using the ARDL method. 

The study, therefore, tests the following hypothesis;

Hn: No significant nexus between oil price and current account balances in Nigeria,

HA: there is a significant nexus between oil price fluctuations and current account balances 
in Nigeria.

3. research obejctive and methodology
The study used an annual time series data from 1977 to 2015. The dependent variable which 
is the current account is proxy as Current account as percentage of GDP sourced from World 
Development Indicators (2016), Oil price is proxy as the Brent Oil price ($US money of the day) 
sourced from BP statistics (2016), Population is proxy as population growth rate sourced from 
the World Development Indicators (2016), also trade is accounted for using Trade as a percent-
age of GDP (calculated by adding import and export and dividing it by GDP) also sourced from 
WDI (2016) (see Appendix 1). Our sample size consists of only Nigeria. In order to estimate 
the parameters, the study formulated a model to represent the relationship between the current 
accounts and oil price fluctuations in the Nigerian economy. The study followed the model of 
Primiceri (2005), Cogley and Sargent (2005), Baumeister and Peersman (2013) and Gnimassoun 
et al. (2017). The model for this study in a simplified linear form is stated as;

Ct = f (OPt, POPt, GDPt, Tt, μt )		  (1) 

Where C is the current account as the ratio of GDP, POP is the population growth rate, GDP 
is gross domestic product annual growth rate, T is trade as a percentage of GDP, u is the error 
term, t is the time accounted for.

Equation 1, in its linear form is transformed to the linear-log form by taking a natural logarithm 
of oil price. The model is therefore stated as;

Ct = f(InOPt, POPt, GDPt, Tt, μt )		  (2) 

We specify equation 2 in the econometric form as;

Ct = δ0+α1InOPt + α2POPt + α3GDPt + α4 Tt+ μt	 (3) 

Where δ0 is the intercept, α1- α4 are the coefficients of the parameters, and μt is the error term 
at time t.

In order to estimate the associational relationship between the current account and the inde-
pendent variables (OP, POP, GDP, T) in the short-run and the long-run, we specify the Autore-
gressive Distributed Lag (ARDL) model. The long-run model is specified as; 
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(4)

The short-run model of the effect of oil price fluctuation-current account nexus is specified as;

									         (5)

4. RESULTS AND DISCUSSION

Tab. 1 – Multicollinearity Test. Source: authors’ computation

Probability CU LOGOP GDP POP TR

CU 
1
-

LOGOP 
0.395347 1
(0.0127) -

GDP 
0.541564 0.275901 1
(0.0004) (0.0891) -

POP 
0.307799 0.393321 0.378643 1
(0.0566) (0.0132) (0.0175) -

TR 
0.300786 -0.11913 0.205967 0.448555 1
(0.0628) (0.4701) (0.2084) (0.0042) -

Note: the parenthesis ( ) denotes the probability values of the variables

In order to avoid a multicollinearity problem, we carried out a correlation test to validate the 
degree of correlation among the variables. It was observed that all the variables have a weak posi-
tive correlation except for the correlation between gross domestic product (GDP) and current 
account (CU) which was found to be above 54% and trade (T) and OP which showed a weak 
negative correlation. We therefore conclude from the result that there is no multicollinearity 
problem between the variables, since none was found to be above 0.95% and all the variables 
significantly correlate with the current account balances.

Tab. 2 – Summary of Descriptive Statistics. Source: authors’ computation 

 CU LOGOP GDP POP T

Mean 3.379733 3.451153 3.582409 53.01006 50.57011
Median 3.534728 3.349744 4.279277 53.193 50.74836
Maximum 32.54303 4.715545 33.73578 53.69637 81.81285
Minimum -14.1676 2.542834 -13.1279 51.98247 21.12435
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Std. Dev. 10.45075 0.669788 7.443042 0.556561 15.80656
Skewness 0.504903 0.594542 1.13813 -0.56186 -0.14073
Kurtosis 3.391802 2.125192 8.772078 1.909963 2.232805
Jarque-Bera 1.906474 3.54122 62.55965 3.982747 1.085181
Probability 0.385491 0.170229 0.0000 0.136508 0.58124
Sum 131.8096 134.5949 139.7139 2067.392 1972.234
Sum Sq. Dev. 4150.291 17.04741 2105.157 11.77087 9494.196
Observations 39 39 39 39 39

From the result above, it was revealed from the mean value results that the growth in the cur-
rent account balances. Oil price and Gross domestic product ranges between 3.38%, 3.45% and 
3.58% respectively, while the growth in population and trade ranges between 53% and 50.6%. 
This implies that the growth in the current account balances, oil price, and Gross domestic 
product follow the same trend, while population and trade also follow the same trend between 
1977 and 2015.

Table 2 further indicated that the standard deviation of the current account (CU), oil price 
(OP), gross domestic product (GDP), population growth (POP), and trade (T) are 10.5%, 0.67%, 
7.44%, 0.56%, and 15.8% respectively. The implication of this is that the annual deviation of 
the current account, oil price, gross domestic product, population growth and trade from its 
long-run mean are 10.5%, 0.67%, 7.44%, 0.56%, and 15.8% correspondingly every year. The 
skewness result showed that all the variables have a long tail to the right except the population 
growth rate and trade which has a long tail to the left. The Jarque-Bera result showed that all the 
variables are normally distributed except gross domestic product which has a probability value 
less than 10%.

Similarly, the time series trend of the current account balances as a percentage of GDP, Oil price 
in $US/bbl and annual growth rate of GDP from the graph below in Figure 1, showed that the 
trend of the current account balances, oil price and GDP move in the same direction, which 
corroborates the mean result of the descriptive statistics and also validates a positive significant 
correlation revealed in the correlation result. This depicts that positive changes in oil price influ-
ence the current account balances and growth rate in Nigeria. To confirm this, between 1977 and 
1980 as the oil price increases, GDP and the current account balances also increase, while the 
same trend occurs between 2001 and 2005. Also as the oil price falls, the current account bal-
ances and GDP also declines (for example, between 1981 and 1983, 1991 and 1995). The trend, 
however, showed a different shape between 2009 and 2014 in that as the oil price increases, the 
current account balances and GDP growth rate falls. The oil price trend with trade activities 
showed that the instability in oil price does not cause unstable trade activities in the economy.
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Fig. 1 – Time Series Trend Analysis of the Key Variables, Source: Authors’ computation (Data Sourced from 
WDI and Bp Statistics, 2016)

In order to avoid a spurious result, the stationary test was carried out to ensure none of the vari-
ables are stationary at order of integration two [I(2)] especially when ARDL bounds test is to be 
used to capture the long-run co-movement among the variables. The Augmented Dickey Fuller 
(ADF) test was used to ascertain this statement. From the result, it was revealed that C and GDP  
were found to be stationary at I(0), while POP, T, and OP were stationary at I(1). The results of 
the unit root test are presented in Table 3.

Tab. 3 – Unit Root Test Result. Source: authors’ computation

 None Intercept Trend & Intercept
Variables Levels
C -2.83552* -2.99062* -3.10833*
InOPt 0.449693 -1.50489 -1.78149
POPt -0.20651 -0.83588 -1.99219
GDPt -4.25689* -4.90115* -5.82293*
Tt -0.90542 -2.04494 -1.85291
 None Intercept Trend & Intercept
 1st Difference
C -5.88226* -5.80195* -5.77404*
InOPt -5.45434* -5.45308* -5.3511*
POPt -2.1946** -2.15003 -2.19208
GDPt -9.66846* -9.53695* -9.39947*
Tt -8.47996* -8.38958* -8.50793*

Notes: *1, **5, ***10 percent level of significance.
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The bounds test cointegration was estimated to examine the existence of long-run cointegration 
among the variables in the study. From the result, it was noted that there is a long-run cointe-
gration among the variables as the result revealed F-statistics value of 5.697435 greater than the 
lower bound I0 and the upper bound I1 at 5% level of significance.  The result is presented below 
in Table 4.

Tab. 4 – ARDL Bounds Test Result. Source: authors’ computation 

DEP/VARIABLES F-Stat Bounds (5%) Outcome

  I0 I1  
Ct = f(OPt, POPt, GDPt, Tt) 5.697435 3.47 4.57 Cointegration

To understand the nature of the relationship between the current account and oil price fluctua-
tions in Nigeria in both the short-run and long-run, having found a long-run cointegration rela-
tionship among the variables, the ARDL (2, 2, 2, 2, 0) specification for the relationship between 
the current accounts and oil price fluctuations was estimated.

The long-run estimated coefficient result revealed that the oil price relation with the current 
account is negative and significant at 10% level of significance. This implies that a 1 percent in-
crease in oil price brings about a 13.7 units reduction in the current account balances. GDP had 
a positive and significant impact on the current account in Nigeria. The implication of this is that 
a one unit increase in the GDP results in a 1.29 unit increase in the current account. Population 
growth and trade impacted negatively and insignificantly on the current account. This implies 
that a unit change in population growth and trade leads to 4.97 units and a 0.17 unit decrease in 
the current account balances (see Table 5 below).

Tab. 5 – Long Run Coefficients. Source: authors’ computation

Variable Coefficient Std. Error t-Statistic Prob.

InOPt -13.742 7.918267 -1.73548 0.0960
GDPt 1.285168 0.397548 3.232736 0.0037
POPt -4.97469 3.834737 -1.29727 0.2074
Tt -0.1712 0.186148 -0.91967 0.3673
C 301.0853 204.5223 1.472139 0.1545
@TREND 0.821081 0.457189 1.795932 0.0857

The coefficient of the short-run estimate revealed a significant relationship between oil price 
shocks and current account balances and correctly signed with high magnitude (-0.73165); the 
coefficient implied that 73% of divergence or disequilibrium caused by the previous period is 
converged to the long-run in the present period (see Table 6 below). 
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Tab. 6 – Short-run Coefficient Results. Source: authors’ computation 

Variable Coefficient Std. Error t-Statistic Prob.
D(C(-1)) 0.2659 0.156002 1.704473 0.1018
D(InOPt) 12.92189 4.202212 3.075022 0.0054
D(InOPt(-1)) 10.60643 6.872524 1.543309 0.1364
D(GDPt) 0.276779 0.172939 1.600437 0.1231
D(GDPt(-1)) -0.30399 0.184479 -1.6478 0.1130
D(POPt) -3.71159 16.4098 -0.22618 0.8231
D(POPt(-1)) -28.6279 15.81344 -1.81035 0.0833
D(Tt) -0.12525 0.11454 -1.09355 0.2855
D(@TREND()) 0.60074 0.316048 1.900785 0.0699
ECMt(-1) -0.73165 0.193474 -3.78163 0.0010

Individually, all the explanatory variables insignificantly relate with the current account balances 
in the short-run. This implies that irrespective of the sign effect of the variables, their signifi-
cance cannot be accounted for in the current account balances of the economy. 

From the findings, we noted that our result supports and at the same time are against the findings 
of the existing studies. For example, in the long-run, our findings are equivalent to Huntington 
(2015), that oil price shocks are an important determinant of the current account balances, but 
against the confirmation of Allegret et al., (2014) and Gnimassoun et al., (2017) that oil price 
variations do not increase the current account but decrease it. This is because comparing the 
economy of Nigeria to that of a developed country (Canada) in the case of Gnimassoum et al., 
(2017), and 27 oil exporting countries in the case of Allegret et al., (2014), there is a wide differ-
ence in terms of the factors that determine their current account balances. In Nigeria, about 80% 
of the current account balances is determined by the revenue from the oil sector, which makes 
the account more opened to the shocks in the oil sector. In the short-run, our findings negate 
the finding of Ozlale & Pekkurnaz (2010) that oil price fluctuations significantly influence the 
current account balances in the short-run. This, therefore, leads to the conclusion that oil price is 
an important determinant factor of the current account balances in the Nigerian context.

The diagnostic tests also showed that the model does not have a serial correlation problem and 
is free of heteroscedasticity errors, as they reveal a probability value greater than 0.05 (see Table 
7 below). Also the Ramsey Reset Test revealed that the model is well-specified with the prob-
ability value greater than 10%. Therefore, we conclude that the model is capable of explaining 
the phenomenon in Nigeria.

Tab. 7 – Diagnostic Test. Source: authors’ computation

Breusch-Godfrey Serial Correlation LM Test:
F-statistic 1.577635 Prob. F(2,21) 0.23
Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 0.660896 Prob. F(13,23) 0.7788
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Ramsey RESET Test
Value Df Probability

F-statistic 1.201838 (2, 21) 0.3205

The study also tests the validity and stability of the model using the Cumulative Sum of Chart 
and Cumulative Sum Square (CUSUM and CUSUMQ). The empirical stability of the model is 
validated if the plots of CUSUM and CUSUMQ lie within the critical bounds value at a 5% level 
of significance.

The plots of CUSUM and CUSUMQ for the relationship between oil price fluctuations and cur-
rent account balances model are within their 5% critical bound, which implies that the model is 
stable and valid enough to explain the phenomenon.

Fig. 2 – CUSUM Test. Source: authors’ computation on Eviews 9 (2017)

Fig. 3 – CUSUM Test. Source: authors’ computation on Eviews 9 (2017)

5. CONCLUSION
The study analyzed the nexus between oil price fluctuations and current account balances in Ni-
geria using annual data from 1977 to 2015. The ARDL model is used to estimate the coefficients 
of the parameters both in the short-run and in the long-run. The study from the findings found 
a dynamic effect of oil price fluctuations on current account balances in the economy of Nigeria. 
It was revealed that while oil price fluctuations impacted positively on the current account bal-

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

94 96 98 00 02 04 06 08 10 12 14

CUSUM of Squares 5% Significance

-15

-10

-5

0

5

10

15

94 96 98 00 02 04 06 08 10 12 14

CUSUM 5% Significance

-0.4

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

94 96 98 00 02 04 06 08 10 12 14

CUSUM of Squares 5% Significance

-15

-10

-5

0

5

10

15

94 96 98 00 02 04 06 08 10 12 14

CUSUM 5% Significance

joc2-2018-v4.indd   128 20.6.2018   20:43:23



129

ances, it had a negative impact in the long-run. This implied that as oil price fluctuations increase 
current account balances in the short-run, they decrease it in the long-run. Other determinants 
(population growth, gross domestic product, and trade) included in the model revealed a nega-
tive impact on current account balances in both the short-run and the long-run, except GDP, 
which had a negative and positive effect in the short-run and long-run respectively. The study 
therefore concluded that oil price fluctuations is an important factor to be considered for current 
account balances, since it adjusts the balance through its impact on the revenue generated from 
the oil produced. 

A major policy recommendation from the findings is that the government should design internal 
policies to guide the economy against fluctuations in the oil price through considering alterna-
tive trades.

Limitations and areas for Further Research
The study is limited to Nigeria, and the data used could not updated due to the unavailability 
of updated data from the sources used. The study can, however, be extended by looking at the 
phenomenon beyond Nigeria using a panel data technique for countries in Africa. This will help 
understand how the fluctuations in oil prices affect the continent.
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