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Abstract 

Foreign capital inflows have been asserted to be an important source of augmenting the savings-investment gap 

in most resource deficient economies like Nigeria. This study examines the impact of foreign direct investment 

on capital inflows in Nigeria. Descriptive survey design was adopted by the study to achieve its specific 

objectives. The population for the study is capital inflow in the Nigeria economy and the samples were foreign 

direct investment, foreign portfolio investment and official development assistance. Secondary data covering a 

period of 30 years was collected from the CBN Statistical Bulletin and World Bank data. The collected data was 

analyzed using Ordinary Linear Square (OLS) with the aid of E-view 09. From the findings, only foreign direct 

investment is significantly impactful on capital inflows in Nigeria (p<0.00) while foreign portfolio investment 

(p>0.068) and official development assistance (p>0.825) has no significant effects on capital inflows in Nigeria. 

The study hence concluded that if foreign direct investment is properly encouraged and focused on, it will help 

in contributing more to capital inflow into the country. Based on the findings, the study recommended that 

policies should be put in place such as reduction of fees for the transfer of remittances to favor the inflow of 

remittances to achieve a greater inflow of this type of foreign capital into Nigeria. 
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Introduction  

Various countries across the world have found a way to support cross border investments and foreign capital 

streams into their economy. Numerous economists accept that inflows of capital is one of the key source of 

assets for developing markets and as such it is considered as essential to supported financial turn of events. In 

this manner, it is obvious that the inflows of capitals to many developing countries Nigeria comprehensive have 

flooded extensively from the earliest starting point of 1990s. Developing countries in Asia and Latin America 

got a measure of about USD 670 billion of foreign capital in the five years from 1990-1994, as estimated by the 

all out equalization on the capital records of these countries (Insaido and Biekpe, 2013). Anyway sub-Saharan 

Africa added up to USD 126 billion of the capital stream accounting for only 2 percent of all out worldwide 

capital inflows in 2007, (Fosu and Magnus, 2006). 

The structure of foreign investment inflow to developing nations when all is said in done and Nigeria 

specifically has moved from business credits to foreign direct investment (FDI) and portfolio investment. 

Business advances were the essential type of capital stream to the Nigerian economy. This was because of the 

limitations and capital controls set by the nation as a component of the approach of import replacement 

industrialization system planned for saving foreign trade and securing residential enterprises (Ndem, 

Okoronkwo and Nwamuo, 2014). Foreign capital inflows have been seen as a significant wellspring of enlarging 

the sparing investment hole in most asset inadequate economies like Nigeria. A large portion of the capital 

streams into Nigeria since 1960s have been as foreign direct investment (FDI), foreign portfolio investment 

(PFI), private remittances received (PRR), and official development assistance (ODA). 

Notwithstanding the significance of capital streams into a nation, there exist debate as respects the determinants 

of capital streams into creating nations Nigeria comprehensive. Various examinations have been done on capital 

streams yet these investigations neglect to give a typical view as respects the determinants of capital streams 

into creating nations. Hardly any examinations have likewise been completed on the determinants of capital 

streams into Nigeria. Disregarding the potential advantages of the foreign capital in the host economy, it is 

troubling that Nigeria has not pulled in adequate portion of it that will dispatch them into monetary 

development, (Fasanya and Onakoya, 2012). 

Many accept that foreign guide whether reciprocal or multi-horizontal has not assisted with achieving the 

normal degree of development in Nigeria. These individuals accept and battle that in spite of the gigantic 
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foreign guide assistance received by Nigeria during the period under examination, the degree of development 

stayed low. The explanations behind this situation represent a difficult issue which looked for an answer in this 

investigation. The requirement for the appropriate response gets fundamental with the goal that Nigerian heads 

and her monetary supervisors would avoid potential risk on the best way to channel foreign guide, for most 

extreme financial advantages and development of the nation. 

The broad objective of this study is to examine the determinants of capital inflows in Nigeria. However, the 

specific objectives arevto examine how foreign direct investment affects capital inflows in Nigeria, to 

investigate how foreign portfolio investment influences capital inflows in Nigeria and to ascertain the 

relationship between official development assistance and capital inflows in Nigeria. 

LITERATURE REVIEW 

Conceptual Framework 

Capital inflow is the development of assets into a specific country, the host country, from at least one foreign 

nations, the source nations (Nkoro and Uko, 2013). The host country may pull in capital inflows for an 

assortment of reasons, including: foreign direct investment by worldwide endeavors in physical resources, for 

example, the foundation of a neighborhood producing plant or the securing of a nearby firm. Portfolio 

investment in financial protections (values and bonds and so on gave in the host country by abroad inhabitants 

and financial establishments, pension reserves, insurance organizations and so forth.), have government 

obtaining from global banks or from different governments to fund a parity of installments shortfall, acquiring 

by people and organizations from worldwide banks and intercompany moves to back current utilization and 

investment, momentary stores with currency market and banking foundations in the host country identifying 

with loan cost differentials among nations or potentially hypothesis with the expectation that a country's 

exchange rate may acknowledge, in this manner delivering a capital increase (Ogbechie & Anetor, 2016; Ojong, 

Felix & Anthony, 2015). 

Foreign direct investment (FDI) happens when a firm invests directly in facility to deliver as well as market an 

item in foreign country. Foreign Direct investment can be grouped into FDI stock and FDI stream, while the 

previous is the aggregated measure of FDI at a given time, the last alludes to the measure of FDI embraced over 

a given timeframe generally annualized. FDI inflow are streams into a local economy and FDI outpourings are 

streams from a residential economy. Johnson (2006) distinguished FDI stream to incorporate progression of 

physical capital, work, firm explicit favorable circumstances (prevalent innovation, scale economies, and the 

executives) information capital (brand names, human capital, licenses, trademarks and innovation) and 

externalities. Johnson (2006) ordered FDI into greenfield and brownfield, when FDI inflow results into the buy 

or development of new up to this point non existing production lines or market channels it is called greenfield 

FDI, however obtaining of proprietorship powers of a current production office in a local economy by foreigners 

is called brownfield.  

Maghori (2014) characterized FDI as a classification of global investment which mirrors the destinations of an 

inhabitant in one economy, who is the direct investor, which acquires an enduring enthusiasm for an enterprise 

occupant in another economy, which is viewed as the direct investment enterprise. Be that as it may, to separate 

FDI from portfolio investment, FDI must gain in any event 10 percent of the customary portions of the 

investment enterprise inhabitant in a foreign land, likewise, if more than one investor, it must be a gathering of 

related investors (Orji & Ilori, 2014). 

Foreign portfolio investment is comprised of securities and other financial resources that are inactively held by 

foreign investors. Claiming such won't give you direct responsibility for resources and is very fluid relying upon 

the liquidity of the market. With FPI, you will invest for the most part in financial resources like bonds and 

supplies of organizations that are found abroad. You likewise make some short memories outline for investment 

returns. FPI investors, more often than not, anticipates snappy benefits on their investments. FPIs are likewise 

simpler to sell since they offer higher liquidity and can be handily gotten to by normal investors since it just 

needs a limited quantity of investment capital. Portfolio investments regularly include exchanges in securities 

that are profoundly fluid, for example they can be purchased and sold rapidly.  

A portfolio investment is an investment made by an investor who is not associated with the administration of an 

organization. This is as opposed to direct investment, which permits an investor to practice a specific level of 

administrative authority over an organization. Value investments where the proprietor holds under 10% of an 

organization's offers are delegated portfolio investment. These exchanges are likewise alluded to as "portfolio 

streams" and are recorded in the financial record of a country's parity of installments. 
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Official Development Assistance (ODA) is the guide given to creating nations for development purposes. It very 

well may be from respective benefactors (given by a solitary contributor country to a creating country) or 

multilateral foundations (given by a body or an association for instance the World Bank or African 

Development Bank). It comprises of distributions of loans made on concessional footing (net of reimbursements 

of head) and awards by official offices of individuals from Development Assistance Committee (DAC), by 

multilateral establishments, and by non-DAC nations to advance financial development and government 

assistance in nations and regions in the DAC rundown of ODA beneficiaries. It incorporates loans with an 

award component of in any event 25percent (World Bank, 2013). The contention for ODA is that it tends to be 

put to utilize where private capital can't and Temple (2010) stresses four primary ways which is generally 

known as Bauer's conundrum. These are: Poverty traps; the chance of awful circles; development that is 

thwarted by at least one restricting limitations; and the job of correlative sources of info, for example, 

framework or organizations. There is likewise the chance of Dutch ailment impact which relies upon the part of 

ODA spent on productive investment according to that spent on utilization of final goods (Younger, 1992).  

Official Development Assistance affects the growth of an economy mainly through development projects and 

investment rather than consumption. ODA is usually used to fill in gaps in the economy, such as the savings gap 

(S-I), which is a combination of the foreign exchange gap or external financing gap (X-M), as well as the fiscal 

gap (G-T). The “two-gap” model specified in Easterly (2003), as developed by Chenery and Strout (1966), has 

been employed to explain the link between ODA and economic growth. This is shown as: g = (I/Y) / μ; and I/Y 

= ODA/Y + S/Y, where I = required investment; Y = output; g = targeted GDP growth; ODA = official 

development assistance; S = domestic savings and μ = Incremental capital-output ratio (ICOR). This model 

explains how ODA increases investment and how investment leads to increase in economic growth. This has 

also been used to explain foreign debt flows. Morrissey (2001) identified a number of mechanisms through 

which aid can contribute to economic growth, namely: “ODA increases investment in physical and human 

capital stock; aid increases the capacity to import capital goods or technology; aid does not have indirect effects 

that reduce investment or savings rate; and aid is associated with technology transfer that increases the 

productivity of capital and promotes endogenous technological change”. The general theory behind the aid-

growth theory is that physical capital leads to economic growth. 

The transfer of ODA, might result in increase of national income, drive the relative price of non-traded goods 

and increase the returns to factor in the non-traded sector. The consequence will be a real exchange rate 

appreciation, and a decrease in the output of the traded goods sector, as factors of production move into the non-

traded sector. An appreciation of the real exchange rate will have a negative impact on the competitiveness of an 

economy. 

Theoretical Framework 

Location-Specific Theory 

The location specific theory was propounded by Hood and Young. Hood and Young, (1979) stress upon the 

location-specific advantages. They argue that since real wage cost varies among countries, firms with low cost 

technology move to low wage countries. Again, in some countries, trade barriers are created to restrict import. 

Multi-National Corporations (MNCs) invest in such countries in order to start manufacturing there and evade 

trade barriers. It is sometimes the availability of cheap and abundant raw material that encourages the MNCs to 

invest in the country with abundant raw material. The theory is relevant to this discussion because it explains the 

factors that can attract foreign direct investments in a country. 

Modern portfolio theory was pioneered by Harry Markowitz in his paper "Portfolio Selection," published in 

1952 by the Journal of Finance. Modern portfolio theory (MPT) is a theory on how risk-averse investors can 

construct portfolios to optimize or maximize expected return based on a given level of market risk, emphasizing 

that risk is an inherent part of higher reward. According to the theory, it's possible to construct an "efficient 

frontier" of optimal portfolios offering the maximum possible expected return for a given level of risk. Modern 

portfolio theory argues that an investment's risk and return characteristics should not be viewed alone, but 

should be evaluated by how the investment affects the overall portfolio's risk and return. MPT shows that an 

investor can construct a portfolio of multiple assets that will maximize returns for a given level of risk. 

Likewise, given a desired level of expected return, an investor can construct a portfolio with the lowest possible 

risk. Based on statistical measures such as variance and correlation, an individual investment's return is less 

important than how the investment behaves in the context of the entire portfolio. MPT makes the assumption 

that investors are risk-averse, meaning they prefer a less risky portfolio to a riskier one for a given level of 

return. This implies than an investor will take on more risk only if he or she is expecting more reward. The 

expected return of the portfolio is calculated as a weighted sum of the individual assets' returns. 

https://www.investopedia.com/terms/h/harrymarkowitz.asp
https://www.investopedia.com/terms/e/expectedreturn.asp
https://www.investopedia.com/terms/m/marketrisk.asp
https://www.investopedia.com/video/play/explaining-efficient-frontier/
https://www.investopedia.com/video/play/explaining-efficient-frontier/
https://www.investopedia.com/terms/p/portfolio.asp
https://www.investopedia.com/terms/v/variance.asp
https://www.investopedia.com/terms/w/weighted.asp
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Empirical Review 

Ogbechie and Anetor (2016) inspected determinants of capital flows into Nigeria. The pace of capital flows into 

the developing markets is disturbing and has gotten a subject of discussion in the writing. It is for the most part 

accepted that capital flows are valuable to the economies of the creating nations as it causes the effective 

allotment of worldwide assets along these lines expanding the accessibility of capital required for investment 

and monetary growth. Regardless of the general conviction, the macroeconomic factors that decide capital flows 

stay disputable. In the light of this, the investigation endeavored to look at the since quite a while ago run and 

short-run determinants of capital flows into Nigeria. The examination utilized optional information sourced 

from the Central Bank of Nigeria (CBN), FRED Economic information, and World Development Indicator 

between the times of 1986-2014. Utilizing the econometric system of Autoregressive Distributed Lag Model 

(ARDL), the examination found that conversion standard (LnEXR) and stock market costs (LnSP) are 

significant determinants of capital flows into Nigeria both in the short-run and since quite a while ago run. It is, 

subsequently, suggested that the administration, through its arrangements, should put forth deliberate attempt in 

boosting the exercises at the stock market in an offer to draw in capital flows into the nation. 

Ajide and Raheem (2015) analyzed determinants of foreign capital flows into Nigeria. They exactly unwind 

both the force and push factors in deciding foreign capital flows, with a unique reference to the Nigerian 

economy. An experimentally tractable auxiliary VAR model is created, and change decay and drive reaction 

examinations are utilized to research the worldly powerful impacts of stuns to both draw and push factors on 

various segments of foreign capital flows to be specific: abroad development assistance (ODA), foreign direct 

investment (FDI) and remittance (REM) flows. Noticeably, the critical jobs of stuns to local profitability and 

foreign loan fee with their related and amplifying impacts reliably included over the different segments as major 

deciding components. In any case, on the approach front, the paper stresses the accompanying requirement for 

arrangement producers to structure local strategy that represents both outer and inward stuns to genuine factors 

of financial movement. 

Ojong, Felix and Anthony (2015), analyzed the variables that decide FDI inflow in Nigeria. It explicitly 

surveyed the degree to which market capitalization, exchange receptiveness net fixed capital development and 

level of financial exercises influence foreign direct investment inflow in Nigeria. An ex-post facto investigate 

configuration was embraced for the examination. Time arrangement information were gathered from the CBN 

measurable Bulletin utilizing the work area study strategy and were broke down utilizing the conventional least 

square numerous relapse factual procedure. ADF and PP unit root were reciprocally applied to test the 

stationarity of the time arrangement. A connection lattice was additionally used to check the connection between 

all the factors. Result based on the OLS uncovered that there is a huge converse impact of market capitalization 

and gross fixed capital arrangement on FDI inflow in Nigeria. Likewise an over liberal exchange arrangement is 

a disincentive for foreign direct investment in Nigeria. At last, there exists a critical beneficial outcome of level 

of financial growth on FDI fascination in Nigeria. Based on the ADF and PP test, all factor were fixed from the 

start distinction. Once more, based on the connection framework, all factors were firmly related aside from 

market capitalization, net fixed capital arrangement and level of monetary exercises which had powerless 

connection with FDI. Depending on these discoveries, the investigation suggests that growth-actuating 

approaches ought to be figured and advanced. Additionally government ought to acquaint arrangements relating 

with increment advances, improved framework, consistent force gracefully and great street systems. 

Methodology 

This study adopted a descriptive research design in carrying out the objectives of this study as contained in the 

introductory section of the research. The population is the capital inflows in Nigeria economy and the sample is 

foreign direct investment, foreign portfolio investment and official development assistance. Annual secondary 

data of the variables are used. Data for this study is secondary data. Theoretical and empirical data for this study 

was sourced from past related studies on the subject matter under study while statistical data for this study is 

gotten from CBN Statistical Bulletin and World Bank data, 1988-2017 and were analyzed.  Collected data was 

analyzed using Ordinary Linear Square (OLS) techniques with aid of E-view 09 

This study examined the impact of foreign direct investment on capital inflows in Nigeria. The variables 

employed are; capital inflow (dependent variables), while foreign direct investment, foreign portfolio 

investment and official development assistance were independent variables. 

The model formulated includes; 

CI =  f (FDI, FPI, ODA)……………………………………..(i) 

CI = β0+ β1 FDI +β2 FPI + β3 ODA + μ . . . (ii) 
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Where; 

CI = Capital Inflow 

FDI = Foreign Direct Investment 

FPI = Foreign Portfolio Investment 

ODA = Official Development Assistance 

β0 = constant term 

β1- β3 = Coefficient of Independent Variables 

μ = error term. 

 

In the model, the likely finding of the study is that foreign direct investment, foreign portfolio investment and 

official development are expected to have positive relationship with capital inflow. 

 

Data Analysis and Interpretation of Results 

Table 1: Unit Root Test  

Null Hypothesis: Unit root (individual unit root process)  

Series: CI, FDI, FPI, ODA   

Date: 02/12/19   Time: 08:30   

Sample: 1988 2017   

Exogenous variables: Individual effects  

Automatic selection of maximum lags  

Automatic lag length selection based on SIC: 0  

Total (balanced) observations: 112  

Cross-sections included: 4   

     
     Method  Statistic Prob.** 

ADF - Fisher Chi-square  106.835  0.0000 

ADF - Choi Z-stat -9.25821  0.0000 

     
     ** Probabilities for Fisher tests are computed using an asymptotic Chi 

-square distribution. All other tests assume asymptotic normality. 

     

Intermediate ADF test results D(UNTITLED)  

     
          

Series Prob. Lag   Max Lag Obs 

D(CI)  0.0001  0  6  28 

D(FDI)  0.0000  0  6  28 

D(FPI)  0.0000  0  6  28 

D(ODA)  0.0000  0  6  28 

     
Source: E-view 

output 
    

It was found that all variables in the model were non stationary at levels which is not statistically qualified for 

further estimation because it might bring spurious estimates. However, the ADF test carried out a group test on 

the variable and found all the variables stationary at first difference, showing the existence of no unit root. This 

indication is made through the values of T-statistics against that of 5% level of significance as shown. 

 

Table 2:  Regression  

Dependent Variable: CI   

Method: Least Squares   

Date: 02/12/19   Time: 08:33   

Sample: 1988 2017   

Included observations: 30   

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 1128.123 928.1549 1.215447 0.2351 

FDI 0.488595 0.070296 6.950528 0.0000 

FPI 0.117985 0.062062 1.901093 0.0684 

ODA -0.069467 0.311836 -0.222767 0.8255 



              Proceedings of the 2
nd

 International Conference, The Federal Polytechnic, Ilaro, 10
th

 – 11
th

 Nov.,  2020 

6       
                   Kehinde Aladelusi & Anthony Omojaro 

 

     
     R-squared 0.734348     Mean dependent var 2504.944 

Adjusted R-squared 0.703696     S.D. dependent var 3908.860 

S.E. of regression 2127.742     Akaike info criterion 18.28708 

Sum squared resid 1.18E+08     Schwarz criterion 18.47390 

Log likelihood -270.3061     Hannan-Quinn criter. 18.34684 

F-statistic 23.95747     Durbin-Watson stat 0.811313 

Prob(F-statistic) 0.000000    

     
     

 

CI = 1128.123 + 0.488595 FDI +0.117985 FPI -0.069467ODA 

 

In this model it could be observed that R
2
 is 0.703696 which is quite good, which means that the model is nicely 

fitted. These could be further explained that foreign direct investment, foreign portfolio investment and official 

development assistance are good variables to explain capital inflows in Nigeria while the remaining 30 percent 

are factors that influenced the dependent variable which are not included in the model but been captured by 

error term. 

 

T- Test: Most of the independent variables should be individually significant. This matter can be checked using 

t test.  If the p-value of t statistics is less than 5 percent (0.05) we can reject the null and accept alternative 

hypothesis. If otherwise, we do the inverse. The result of   foreign direct investment indicates that foreign direct 

investment is statistically significance; since the p value (0.0000) is less 5percent, we conclude that foreign 

direct investment has a significant effect on capital inflows in Nigeria. The result of foreign portfolio investment 

indicates that is statistically insignificance, since the p value (0.0684) is greater than 5percent, we therefore 

conclude that foreign portfolio investment has no significant effect on capital inflows in Nigeria  

The result of official development assistance indicates that it is statistically insignificance, since the p value 

(0.8255) is more than 5percent level of significance; we therefore conclude that official development assistance 

has no significant effect on capital inflows in Nigeria. 

 

The sign of the coefficients should follow economic theory or expectation, experiences of others or intuition. 

The column labeled “Coefficient” depicts the estimated coefficients. The least squares regression 

coefficients b are computed by the standard OLS formula. 

 

For the simple linear models considered here, the coefficient measures the marginal contribution of the 

independent variable to the dependent variable, holding all other variables fixed. The other coefficients are 

interpreted as the slope of the relation between the corresponding independent variable and the dependent 

variable, assuming all other variables do not change. 

 

The value of constant is 1128.123; this means that capital inflows will be increasing at 1128.123 unit while 

other variables remain constant.  Foreign direct investment is 0.488595, this means that for every unit increase 

foreign direct investment will bring 0.488595 unit increase in capital inflows while other variables remain 

constant. The foreign portfolio investment is + 0.117985, this means for every unit increase in foreign portfolio 

investment, will be the same unit increase in capital inflows. The coefficient value of official development 

assistance is -0.069467, this implies that every unit decrease in official development assistance will bring 

0.069467 unit decrease in capital inflows.   

F-statistics Joint significance, Independent variables should be jointly significant to explain dependent variable. 

This can be checked using F-test. If the p-value of F statistic is less than 5 percent (0.05) we can reject the null 

and accept alternative hypothesis.  If otherwise, we can do the inverse. Since p value 0.00000 is less than 

5percent level of significance. Hence we reject the null hypothesis (Ho) that the overall estimate has a good fit 

which implies that our independent variables are simultaneously significant, which means that foreign direct 

investment, foreign portfolio investment and official development assistance are good determinant of capital 

inflows in Nigeria. 
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Table 3: Cointegration  

Date: 02/04/2020   Time: 08:35   

Sample (adjusted): 1990 2017   

Included observations: 28 after adjustments  

Trend assumption: Linear deterministic trend  

Series: CI FDI FPI ODA    

Lags interval (in first differences): 1 to 1  

     

Unrestricted Cointegration Rank Test (Trace)  

     
     Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.899678  123.8080  47.85613  0.0000 

At most 1 *  0.752557  59.42555  29.79707  0.0000 

At most 2 *  0.416636  20.32146  15.49471  0.0086 

At most 3 *  0.170410  5.231048  3.841466  0.0222 

     
      Trace test indicates 4 cointegrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

Unrestricted Co-integration Rank Test (Maximum Eigenvalue) 

     
     Hypothesized  Max-Eigen 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.899678  64.38247  27.58434  0.0000 

At most 1 *  0.752557  39.10409  21.13162  0.0001 

At most 2 *  0.416636  15.09041  14.26460  0.0369 

At most 3 *  0.170410  5.231048  3.841466  0.0222 

     
      Max-eigenvalue test indicates 4 co-integrating eqn(s) at the 0.05 level 

 * denotes rejection of the hypothesis at the 0.05 level 

 **MacKinnon-Haug-Michelis (1999) p-values  

     

The study proceeds to test for the existence of co-integration among the variables in the model; this is based on 

the representation of the approach specified by Johansen and Juselius (1990). The Johansen test for co-

integration provides an analytical statistical framework for ascertaining the long-run relationship between the 

economic variable. The table compares unrestricted co-integration rank test available from the trace and 

maximum eigenvalue test with the corresponding critical values due to Mackinnon-Haug-Michelis (1999). The 

results show that the trace test statistics indicates 4 co-integrating equ(s) at the 0.05% level of significance. This 

means that there is an existence of long run relationship among the observed variables  therefore, led to the 

rejection of the null hypothesis of no co-integration in favor of a unique co-integration at 5 percent level of 

significance. 

Max-eigenvalue test indicates 4 co-integration at the 0.05 level, this means that there is also long run 

relationship among the variables in the model. Thus, it is an indication for further analysis such as Error 

Correction Model.  

Hypotheses Testing 

Decision Rule:  Accept the Null hypothesis if p>0.05, reject the null hypothesis is p<0.005 and accept the 

alternative. 

Hypotheses One 

H01: Foreign Direct Investment (FDI) has no significant impact on capital inflows in Nigeria. 

From the result obtained in table 2, the significance value of FDI standing at 0.000 indicates that FDI is 

statistically significant because it is less than the acceptable 5% level of significance. Hence, the study accepts 
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the alternative hypothesis and reject the null hypotheses and it concludes that foreign direct investment has a 

significant effect on capital inflows in Nigeria. 

Hypotheses Two 

H02: Foreign Portfolio Investment (FPI) has no significant impact on capital inflows in Nigeria. 

Table 2 revealed the regression analysis of the variables. From the table 2, the value of FPI standing at 0.0684 is 

an indication that the independent variable (FPI) is statistically insignificant because it is more than the 5% 

acceptable level of significance. Hence, the study accepts the null hypotheses and reject the alternative 

hypotheses and it concludes that foreign portfolio investment has no significant effect on capital inflows in 

Nigeria. 

 

Hypotheses Three 

H03: Official Development Assistance (ODA) has no significant impact on capital inflows in Nigeria. 

 

The result in table 2 revealed that ODA is statistically insignificant with it’s value of 0.8255, which is more than 

the acceptable 5% level of significance. Hence, the study accepts the null hypothesis and reject the alternative 

hypotheses and it concludes that official development assistance has no significant effect on capital inflows in 

Nigeria. 

Discussion of Findings 

The study was carried out to investigate the determinants of foreign capital inflow in Nigeria. The selected 

determinants for the study are Foreign Direct Investment, Foreign Portfolio Investment and Official 

Development Assistance. These variables are the independent variables which were tested against the dependent 

variable (capital inflow) to examine the relationship between the variables. The results obtained from the study 

revealed that only Foreign Direct Investment is statistically significant (p<0.000) while Foreign Portfolio 

Investment (p>0.068) and Official Development Assistance (p>0.825) were found to be statistically 

insignificant. Based on the findings of this study, it was concluded that only Foreign Direct Investment has a 

significant impact on capital inflows in the country. 

Conclusion and Recommendations 

The findings of the study revealed that only foreign direct investment is statistically significant (p<0.000) while 

foreign portfolio investment is statistically insignificant (p>0.068) as well as official development assistance 

(p>0.825). Based on this findings, he study concludes that only foreign direct investment has a significant 

impact on the capital inflow in Nigeria. The examination in this manner reasons that foreign direct investment if 

appropriately supported and concentrated on, it will help in contributing a greater amount of capital inflow into 

Nigeria. 

Based on the findings, the following recommendations were made: 

 The encouragement of more foreign direct investment into the country rather than portfolio equity which is 

highly volatile and easily reversible should be the focus. 

 The political situation of the countries in Nigeria is a major concern for investors; therefore it is 

recommended that leaders should guarantee stability by addressing the concerns of citizens and avoiding 

violence so as to make the country attractive to foreign investors. 

 To strengthen the investment environment by reducing the obstacles to doing business, improving 

economic management, stemming the tide against international financial crimes, repositioning investment 

agencies and export promotion schemes, strengthening intellectuals property and commitment to 

democratic principles have been advocated in this research thesis as significant in attracting foreign capital 

flow. 
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Appendix  

Year C. I. F. P. I. F. D. I. O. D. A. 

1988 25.3 (0.19) 1,718.2 1787.5 

1989 32.10 (1.06) 13,877.4 53557 

1990 50.71 (17.09) 4,686.0 3363.2 

1991 117.2 (11.01) 6.916.1 3502.8 

1992 51.00 (0.11) 14,463.1 3204.4 

1993 30.10 (1.17) 29,660.3 3919.1 

1994 27.11 (0.2) 22.2 2494.4 

1995 93.19 (5.8) 755.9 2346.2 

1996 179.2 (12.1) 111.3 2267.3 

1997 102.21 (4.8) 110.5 2539.8 

1998 70.13 (0.6) 80.7 2645.1 

1999 18.90 1.0 92.8 1940.4 

2000 39.76 51.1 116.0 2321.9 

2001 109.2 92.5 132.4 2343.4 

2002 197.1 24.8 225.2 3988 

2003 141.01 23.6 258.4 3754.4 

2004 297.71 23.5 248.2 6367.6 

2005 397.56 116.0 654.2 6548.91 

2006 145.95 360.3 624.5 1133.136 

2007 38.86 332.5 759.4 1839.13 

2008 166.76 157.2 971.5 1229.14 

2009 43.19 70.9 1,273.8 1609.17 

2010 62.92 556.6 905.7 2011.6 

2011 31.84 792.4 1,360.3 1693.1 

2012 256.48 2,687.2 1,113.5 1806.7 

2013 275.1 2,130.2 875.1 2358.48 

2014 334.02 832.4 738.2 2282.7 

2015 83.68 498.1 602.1 2431.54 

2016 331.81 477.0 1,124.1 2550.05 

2017 89.6 2,604.3 1,069.4 2621.02 

Source: CBN Statistical Bulletin 2018 and World Bank Data. 

C.I = CAPITAL INFLOW, F.P.I = FOREIGN PORTFOLIO INVESTMENT, F.D.I = FOREIGN DIRECT 

INVESTMENT, O.D.A= OFFICIAL DEVELOPMENT ASSISTANCE 

 
 
 
 


