
ABSTRACT 
This paper sought to find out if accumulating foreign reserve has an impact on economic growth in 

Nigeria and equally investigated causality between the two. Engle Granger causality test and 

Cointegrating regression (Fully Modified Ordinary Least Squares method) analysis were used. Our 

findings revealed that indeed accumulating external reserves does affect growth positively and that 

there is a long run equilibrium relationship between both variables. It also showed that there is a 

unidirectional causality running from economic growth to external reserves but not vice versa. We 

recommend that government should further strengthen its drive towards diversifying the 

monocultural oil based economy to other sectors like Mining, Agriculture and Manufacturing. This 

would help to boost local production and even lead to export, eventually earning foreign income for 

the nation and boosting its reserves. 
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