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(iv)

was substantially realised
by the end of 1976, by which
time the number of convert-
ible currencies in which the
_ank's external assets were
held increased to nine as
against four at the end of
1974. The number of con-
vertible currencies had in-
creased to an remained at
about fifteen (15) as at
DCecember, 1990. They in-
cluded Gold, Special Craw-
ing Rights (SDR) U.S.
Dollar, Pound Sterling,
Deutsche Mark and French
Franc, some of them are
Belgian Franc, Dutch
Guilder, Canadian Dollar,
Swiss Franc, Japanese Yen
and Indian Rupee. Others
are Italian Lira, Norwegian
Krone and Austrian Schiil-
ings.

The subsequent orienta-
tion of diversification policy
under the prevailing cash
flow constraints tended to
shift emphasis on liquidity
and security criteria rather
than profitability. Moreover,
our holdings of external
reserves strongly reflect the
relative value of our curren-
cies rather than the volume
of trade with Nigeria's trad-
ing partners.

Exchange Rate Policy:-

Like many other
countries, the main objec-
tive of the exchange rate
policy in Nigeria is to have a

~

realistic exchange rate
which would remove the ex-
isting distortions and dis-
equilibrium in the external
sector of the economy as
well as ease our persistent
balance of payments
problems. What has
probably contributed to our
problems in the external
sector ofthe economy is the
overvaluation of our curren-
cy. This fact has also made
this country to be more im-
port-dependent; and less
self-reliant in a non-export
driven economy.

In the past, different ex-
change rate policies have
been used depending on
the economic situation in
the country from time to
time and sometimes in
response to the changing
exchange rate policies in
the World. These policies in-
cluded parity with the
pound § ling, the gold
content approach, the Dol-
lar Peg, pegging against a
basket of currencies, the im-
port-weighted basket ap-
proach and the crawling
peg, all of which were
adopted under a fixed ex-
change rate regime. How-
ever, under the present
deregulated economy,
Nigeria has adopted a float-
ing exchange rate policy
with the inception of the
Second-Tier Foreign Ex-

change Market (SFEM) in

September, 1986. Accord-
ingly, the exchange rate of
the Naira vis-a-vis other
foreign currencies has from
that time beem market
determined.

PART Il

Foreign Currency
Policies in External
Economies:-

This part of the paper has been
essentially included to discuss
foreign currency policies in external
economies in contra-distinction to
our own domestic economy. Forthis
purpose, the external economies
has been subdivided into two:

() developed economies and;
(i) developing economies.
In order to maintain a balance, this
part will focus policies in two
selected developed countries and
two selected developing countries.

Policies in two developed
economies:

(a) United States of America
(US.A):
Imports and exports of the
American Dollar are free.
However, amounts over
US$10,000 are subject to
declaration. The US Dollar Is
independently floating. The
currency is fully convertible.
There are no restrictions on
foreign payments except that
remittances to and from
Cambodia, Cuba, North
Korea, Yietnam and Libya
are prohibited unless
licensed by the Treasury
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