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Abstract: This paper investigated the size of Nigeria’s output connectedness
with China, India and USA, with particular focus on Nigeria’s latest democratic
era that began in 1999. The study used the normalised generalised forecast
error variance decomposition (GFEVD) of the underlying vector error
correction (VEC) model to construct the connectedness measures, The findings
reveal that India and China are the largest contributors of spillover index in the
system. Overall, the size of the connectedness index of the economies is
34.55%. which shows remarkable output spillovers among these countries. The
policy implication of these results is that Nigerian economic authorities should
closely monitor the output fluctuations around the world, especially those of
Nigeria’s top trade partners like India and China in order to mitigate adverse
output shocks.
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1 Introduction

Nigeria returned to democratic rule in 1999 after many years of military dictatorships that
began in a 1983. Following the seizure of political power by the military in 1983, Nigeria
has witnessed several military coups, which heightened uncertainty in the country (Isaac
et al., 2021). Such uncertainty may have adversely affected the country’s domestic
economic, financial and trade activities within itself and with the rest of the world
(Anthony-Orji et al., 2019; Ogbuabor et al., 2020a, 2020b; Ekeocha et al., 2021a, 2021b).
Thus, the return to democratic rule in 1999 ushered in a new era of improved external
relations and increased economic activities for the country. Interestingly, China, India
and the USA have emerged as Nigeria’s top trade partners since 1999. This study is
therefore motivated to investigate Nigeria's output connectedness with these top trade
partners during this ongoing democratic era.

Many studies abound on the macroeconomic connectedness of economies around the
world (e.g., Kose et al., 2003; Doyle and Faust, 2005; Canova et al., 2007; Diebold and
Yilmaz, 2009, 2014, 2015b; Park and Shin, 2014; Asteriou and Moudatsou, 2015;
Greenwood-Nimmo et al,, 2015; Ogbuabor et al., 2018, 2016). The growing global
interdependence or connectedness among economic entities around the world in recent
decades actually necessitated these studies so as to enable better understanding and
modelling of the dynamics of such interlinkages. In fact, the raging rise in international




