CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1 Summary of Findings
This study assessed the effect of bank liquidity on the profitability and performance of First Bank PLC using both secondary financial data (2013–2022) and primary survey data from staff.
The key findings include:
Positive correlation between liquidity and profitability: Higher liquidity ratios improved ROA and ROE.
Liquidity significantly influences bank performance: Regression analysis showed liquidity metrics explained a substantial portion of performance variation.
First Bank adopts structured liquidity practices: Including regular assessments and monitoring of multiple financial ratios.
Improved liquidity strategies boost profitability: Supported by staff insights and statistical evidence.
5.2 Conclusion
The study concludes that effective liquidity management is a critical driver of profitability and operational performance in the banking sector. In the case of First Bank PLC, the presence of structured liquidity frameworks and consistent monitoring has contributed positively to financial outcomes. The research confirms the theoretical relationship between liquidity and profitability, emphasizing the need for banks to strike a balance between holding sufficient liquid assets and optimizing revenue generation.
5.3 Recommendations
Based on the findings, the following recommendations are made:
1. Enhance Real-Time Liquidity Monitoring: Invest in advanced systems that enable real-time tracking of liquidity positions across branches to enable faster response to imbalances.
2. Diversify Short-Term Funding Sources: First Bank should diversify its sources of short-term funds beyond deposits to include commercial papers and repurchase agreements, to mitigate liquidity shocks.
3. Strengthen Internal Liquidity Stress Testing: Regular stress testing should be intensified to simulate extreme liquidity scenarios and prepare contingency plans.
4. Train Staff on Liquidity Risk Management: Periodic training for finance and operations staff on updated regulatory requirements and global trends in liquidity risk should be prioritized.
5. Optimize Liquidity-Profitability Balance: While maintaining liquidity buffers, the bank should avoid excessive idle funds by reinvesting in short-term, low-risk financial instruments that generate returns.
6. Policy Revision and Review: The liquidity management policy should be reviewed bi-annually to reflect economic and market dynamics.

