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ABSTRACT
This study aims to investigate the effectiveness of liquidity management on the profitability and growth of Union Bank, a leading deposit money bank in Nigeria. The study adopts a quantitative research approach, utilizing secondary data obtained from the annual reports of Union Bank over a period of five years (2016-2020). The data was analyzed using regression analysis to test the relationship between liquidity management, profitability, and growth. The study found that liquidity management has a significant positive effect on profitability and growth of Union Bank. The findings indicate that effective liquidity management is crucial for the sustainability and growth of deposit money banks and can significantly enhance their profitability. Therefore, it is recommended that Union Bank and other deposit money banks should prioritize effective liquidity management in their operations to achieve sustainable profitability and growth.
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CHAPTER ONE
INTRODUCTION
1.1. 	Background to the Study 
The banking sector has continued to have positive impact on the Nigerian economy in various ways. These include the provision of employment opportunities, provision of financial services, consultancy services, acting as centralized financial hub that links all enterprises and corporations together, serving as major link between foreign investors and the economy, being one of the major institutions that make international trade possible. In most developed and developing countries, the sector is regarded as the most important of all other sectors (Olarewaju& Adeyemi, 2019). 
A major determinant of a bank’s liquidity is the ability to meet the demand deposit cash flow. Profitability and liquidity management are part of the most crucial parts of the business, which provide accurate view of any business operations. In the long-run, profitability and liquidity management are parallel to each other for strong work and promotion. Businesses are presumed going concerns in nature; hence profitability in the long run is expected in order to ensure their survival (Egbide, Uwuigbe, &Uwuigbe, 2020). The liquidity of Deposit money bank’s shows its ability to fund its activities at the expected period of maturity, which covers lending, investment obligations, withdrawals, deposits as well as accrued liabilities (Amengor, 2020). 
Liquidity Management according to Alshatti (2020) can be categorized into two: First, by the ability of a business to trade an asset, such as stocks and bonds with its current prices, Second, as large firms for instance financial institutions. Deposit money banks are usually assessed based on their liquidity and capacity to cover cash as well as collateral requirements without sustaining substantial losses. Therefore, in both cases, liquidity management entails all actions undergone by both investors and managers to decrease liquidity risk exposure. There have been a number of corporate liquidity management strategies which have been adopted in the banking sector. These strategies could be developed by either monetary or regulatory bodies, or by the bank itself in an attempt to meet mature obligations, maximize profit opportunities in the market or secure current public confidence (Duruechi, Ojiegbe, &Otiwu, 2021). 
As stated above by Eugene (2020) the banking sector is directly affected by the regulatory bodies which formulate polices for their operations. 
The introduction of TSA negatively affected the volume and flow of liquidity of DMBs, as a result of the inability to invest the public funds deposited with them. It was estimated that the DMBs are losing about N2 trillion deposits to the central bank of nigeria due to this policy. The study on liquidity management and financial performance in the banking industry is not new, but previous studies have produced inconsistent results. There are studies such as Ogundipe, Idowu, and Ogundipe (2012); Agbada and Osuji (2013); Ahmad (2016); Edem (2017) who discovered a positive relationship between liquidity management and financial performance while that of Akter and Mahmud (2014); Molefe and Muzindutsi (2016) the existence of such relationship was denied.

Hence, there are inconsistencies in past related literatures, which indicate the need for further research on the association amid liquidity management and financial performance especially that of Deposit money banks in Nigeria.
1.2	Statement of the Problem   
The operational activities carried out by banks are hardly devoid of risks and problems, because the bank is seeking to maximize its expected profits. This requires optimum utilization of the available resources. Since the banks are expected at any moment to meet the obligations of its clients and depositors who want to borrow or withdraw their savings, the problem arises when the Bank is not able to meet these obligations, especially those unexpected ones. This may cause embarrassment for the bank. Its clients may lose their trust and confidence, leading to bank run.
Therefore, as each deposit money bank tries to maximize its profits, it must also be able to meet the financial obligations of its depositors by holding a sufficient amount of liquidity. In order to achieve this delicate balance between the profitability and liquidity, Banks should determine the optimal amount of cash that will enable them to achieve the balance between profitability and liquidity together, because each level of liquidity has a different effect on the levels of profitability.
This research study sought to find out the effect of liquidity on financial performance of Nigeria deposit money banks. Specifically, the effect of liquidity returns on assets and the relationship between liquidity return on equity of Nigeria banks.


1.3	Research Questions
The focus of this study by the researcher is to identify the effective and efficient liquidity management and it’s impacts on bank’s profitability in Nigeria banking industries. 
i. What are the influences of treasury bills and certificates of deposit on bank performance?
ii. Does any significant relationship exist between bank profitability and bank liquidity management?
iii. What are the influences of cash balances on bank performance? 
1.4	Objectives of the Study 
The purpose of undertaking this research study, which can be referred to as the aims and objective are enumerated below: 
The objective of this study is to determine the effect of liquidity management on the performance of Deposit money banks in the face of the need to attain both corporate goals of maintaining high level of liquidity and profitability. In the light of this, the study will ascertain. 
i. The influence of treasury bills and certificates of deposit on bank performance. 
ii. Determine if a relationship exists between bank profitability and bank liquidity management.
iii. Ascertain the influence of cash balances on bank performance. 
1.5. Research Hypothesis
The following hypotheses are considered relevant for the study.
H01: There is no significant relationship between bank liquidity and profitability.
H02: Bank treasury bills and certificates do not have any significant impact on bank profitability.
1.6	Significance of the Study 
This study serves as a further contribution towards the determination of ways in which effective and efficient liquidity management can be manage perfectly so as to contribute to the overall objectives of the problems created in the management of the asset cause by the countries depressed economy. 
1.7	Scope and Limitation of the Study 
Effective and efficient liquidity management is a wide area of covering the motive of holding cash, control importance of cash sources of liquidity and application of cash, control of liquidity, types of liquidity management such as: 
The current ratio, quick ratio and cash ratio also the market liquidity and accounting liquidity profitability and risks involves. 
The researcher study is specifically central on management of cash and market liquidity and according to liquidity as the only types of effective and efficient an liquidity management in improving bank performance in Nigeria economy.
1.8	Definition of Terms 
The following term is used in this research and the definition is given below so as to bring clarity and better understanding. 
· Liquidity: It is the ability to realize value in money as the most liquid asset to a market or company. It is also known for the availability of liquid assets to a market. 
· Profitability: it is the present value of future not cash flow the initial outlay. It also knows as a yield advantage returns. 
· Management: Management can be defined as the process of getting things done by others in an effective and efficient way in other to meet the aim and objective of the business on firms. 
· Efficient: It is working productively with no waste of money or fund of an effort. 
· Rigorous: It’s the thoroughness and occurrence of strictness or serenity of a policy that guide the marketable securities. 
· Financial: It simply means to as money, cash It’s pertaining to monetary receipt and expenditures. 
· Disruption: It is a business radical change in an industry, business strategy. It is also means creating or product that is being new in market.
· Financial Institution: Financial institutions can be defined as a place where consumer can effectively manager earning and develop financial footing. 
· Bank Customer: These can be defined as anybody having and account with the bank and dealing any other services with the bank it known as bank customers. 
· Corporate Finance: Corporate finance is the subfield of finance that deals which how corporation address funding sources, capital structuring, accounting and investment decisions.  
1.9. Study Plan
The research work is on the effect of liquidity on the profitability of deposit money bank   in Nigeria, the project is subdivided into five chapters. 
Chapter one will contain introduction, background to the study, statement of problem, research objectives, research questions and hypothesis to include significance, scope and limitation of the study.
Chapter two contains the concept, theories and review of previous empirical studies. 
Chapter three is based on methodology and design of the study while chapter four is on presentation, analysis and interpretation of the results. The final chapter, which is chapter five will make summaries, conclusion and recommendations.















CHAPTER TWO
LITERATURE REVIEW
2.1. Conceptual Review
2.1.1. Liquidity and Liquidity Management 
Liquidity refers to the amount of equity capital, which can be used to meet short-term obligations. According to Biety (2019) liquidity is the speed and ease an asset can be sold and still realize fair price, although liquidity is centered on short term obligations it should not be neglected because the optimal capital structure of an entity is attained by factoring in both short term as well as long-term requirements of finance. This refers to the measure of the ability and ease of an entity to cover asset to cash, it describes the extent to which a marketable commodity or security may be purchased or sold without affecting its price. Liquid assets are assets which are simply transformed to cash when needed to meet financial obligation. In the case of banks, liquid assets may include cash, bank reserve, government debts etc. Bank liquidity in general refers to the ability of banks to have the resources to meet its maturing obligations. It talks about how banks see to cash, cheque and other withdrawal obligations and floating new loans on demand add still abide with the current reserve requirements. 
Liquidity Management is the summation of all the activities, policies as well as measures put in place to ensure the entity is liquid enough to meet its short-term obligations and reduce its exposure to liquidity risks. These management measures could be central bank of Nigeria reserve requirement to DMBs, cash balances due to other deposit money banks (Duruechi et al., 2019). It provides tools to minimize the tied down working capital, optimally manage liquidity risks and intra-group positions and enhance the value of liquidity pools on local or foreign currencies and at the same time, sustaining real time visibility as well as control over cash flows of the entity. Liquidity management in banks involves the efficient as well as effective planning and organization of the bank’s total assets which will improve its liquidity and profitability at the lowest cost. Davronov (2020) stated that liquidity management are the mechanisms employed to maintain the efficiency and stability of DMBs and the banking system as well. 
2.1.2. Liquidity Components
Liquidity consists of the Vault Cash, Balances Held With central bank of Nigeria, Balances Held With Other Banks in Nigeria, Balances Held With Offices & Branches outside Nigeria, Money at Call in Nigeria, Inter-bank Placement, Placement with Discount Houses, Treasury Bills, Treasury Certificates, Investment in Stabilization Securities, Bills Discounted Payable in Nigeria, Negotiable Certificates of Deposits, Bankers Acceptances and Commercial Papers, Investments in FGN Development Stock and Industrial (Other) Investments (Olagunju, et al., 2020).
It is imperative for banks to have adequate and sufficient proportions of these liquid components as it helps mitigate funding risk, compensation for the non-receipt of inflow of funds if the borrower(s) fails to meet their commitments, and risk arising from calls to honour maturing obligations Nwankwo (2020). Inadequate liquidity culminates in the compulsion to liquidate assets at unfavourable prices which could instigate losses. Liquidity shortfalls also erode customers’ confidence, leading to bank runs which could expose the bank to unnecessary borrowing from the Central Bank, which eventually subjects the bank to heightened scrutiny.
2.1.3. Measurement of Liquidity in Deposit money Banks
An accurate measurement of liquidity requires going beyond technical liquidity indicated by the stock flow approach to the assessment of the stock of circumstances likely to place under certain pressure that could in return affect its worth in the marketplace. This is to say that liquidity could be measured as a stock at a particular point in time or as a flow over time. However, due to analytical complexities, the former which constitute of loan-deposit ratio, cash reserve ratio, liquidity ratio, etc is commonly adopted.
The loan/deposit ratio as a measure of liquidity compares the aggregate value of loans with the total deposit. A high ratio is indicative of liquidity contraction, while a low ratio indicates the contrary (Nwankwo, 2020). The liquidity ratio is another measure for liquidity which is computed as a proportion of banks current liabilities such as deposit liabilities, short-term interbank loans, net balance with foreign branches and free balance with the central bank. The loan to liabilities ratio is also a measure of liquidity. It is an approach that recognises that liabilities other than deposit ratio represent potential drain on bank funds (Ibe, 2020). The liquid asset ratio is another tool for measuring liquidity. It allows assets to be selected on the basis of their liquidity, notwithstanding whether they are loans or investments. Furthermore, Cash ratio is another measure of liquidity. Ibe (2019) posits that the cash ratio is particularly effective for sterilizing excess liquidity in the banking system as it can be effectively monitored by the regulating authorities. Under cash ratio, liquid assets are related directly to deposits, rather than to loans and advances that constitute the most liquid illiquid of banks assets. Emefiele (2015) asserts that the main measures of liquidity in Nigeria are the Cash Reserve Ratio (CRR), the Liquidity Ratio (LR), and the Loan-to – Deposit Ratio.
2.1.4. The Need for Liquidity
According to Anyanwu (1993) liquidity simply means the ability to convert an asset to cash with minimum delay and minimum loss/cost. In the portfolio of deposit money banks, liquidity assets play a very crucial role because banks operate largely with the funds borrowed from depositors in the form of demand and time deposits. These liquidity assets are the essential balance sheet items which have the capacity to maintain the confidence of depositors which is the most valuable intangible asset of the commercial banking business (Spindt, 1980).
According to Nwankwo (1991), adequate liquidity enables a bank to meet three risks. First is the funding risk – the ability to replace net outflows either through withdrawals of retail deposits or non-renewal of wholesale funds. Secondly, adequate liquidity is needed to enable the bank to compensate for the non-receipt of inflow of funds if the borrower or borrowers fail to meet their commitments. The third risk arises from calls to honour maturity obligations or from request for funds from important customers. Adequate enables the bank to find new funds to honour the maturity obligations such as a sudden upsurge in borrowing under atomic or agreed lines of credit or to be able to undertake new lending when desirable. For instance, a request from a highly valued customer.
Adequate liquidity is also needed to avoid forced sale of asset at unfavourable market conditions and at heavy loss. Adequate liquidity serves as a vehicle for profitable operations, specially to sustain confidence of depositors in meeting short run obligations. Finally, adequate liquidity guides against involuntary or non-voluntary borrowing from the regulatory authorities where there is a serious liquidity crisis, the bank is placed at the mercy of the Central Bank, and hence the control of its destiny may be handed over.
Having adequate or sufficient liquidity to meet all commitments at all times at normal market rates of interest is indispensable for both large and small banks (Nwankwo, 1991). Liquidity is the life blood of a banking setup.
2.1.5. The Concept of Profitability in Banks
According to Aburime (2008:1) profit means the difference between the revenue generated from the sale of output and the full opportunity cost of factor used in the production of that output. Included within costs are the premium charged for risk taking and the costs of using the owner’s capital.
These are not included as cost in the accountant’s measure of project which therefore does not correspond to this economic definition of profit. However, profit could either be normal or supernormal. Normal profit is that minimum amount of profit which a firm must acquire in order to induce the firm to remain in operation.

Corporate profit planning remains one of the most difficult and time-consuming aspects of financial management because of the many variables involved in the decision which are often outside the control of the company. It is even more difficult if the company is operating in a highly competitive economic environment.
A business unit can only grow focusing on its inner strengths to exploit the opportunities in the market. Consequently, the best definition as opined by Tsomocos (2003) should be adopted from a survival growth perspective as business unit should think of surviving before making profit. Again, optimizing profit involves two variables: revenue and cost. The issue of profitability is a continuous issue that a company has to consistently make. Essentially profitability is concerned with the level of turnover that must be achieved in order to cover the level of turnover that must be achieved in order to cover costs and make surplus.
Corporate profitability may be improved through ratio analysis, breakeven analysis, marginal analysis, cost control or through financial control. It is therefore necessary to mention at this juncture that whether a bank is planning for profit or taking steps to improve its profitability, it must ensure that it has adequate liquidity to transact business and finance operations. If the plan is to improve or increase profitability by increasing the income level, the bank must be able to determine the financing needs for the new income level.
2.1.6. Measurement of Liquidity in Deposit money banks
The ability of banks to meet their financial obligation is usually measured by examining their balance sheet and relating the same to its current assets to some or all of their current liabilities. Fundamentally, a firm’s liquidity rests not so much on its balance sheet as on whether or not it is doing well and earning money. A strong balance sheet with a large current ratio simply postpones liquidity problems for a short while if the firm is losing money. Therefore, the complexity of devising an appropriate measure arises from the uncertainties surrounding both sizes of the prospective needs for liquidity at any given time, and the availability of sources of liquidity sufficient to meet them. There is also the impact of active asset and liability management on liquidity management.
An accurate measurement of liquidity therefore requires going beyond the technical liquidity indicated by the stock flow approach to an assessment of the stock of circumstances under which a bank could come under pressure likely to affect worthiness in the marketplace. Liquidity can be measured either as a stock at a point in time or as a flow over time. The most widely used is the stock approach. One of these is the loan/deposit ratio which is the most popular and commonly used measure in deposit money bank.
According to Nwankwo (1991), under this measure, all bank loans are lumped together on the basis that they are the most liquid of all bank assets. These are then compared with the total deposit as a proxy for the liquidities that banks could be called upon honour. An increase in the ratio indicates a less liquid position and vice versa.
2.2. Theories Review
The theories and liquidity management are outlined and explained in this section.

2.2.1. Anticipated Income Theory
This theory holds that a bank’s liquidity can be managed through the proper phasing and structuring of the loan commitments made by a bank to the customers. Here the liquidity can be planned if the scheduled loan payments by a customer are based on the future of the borrower. According to Nzotta (2020) the theory emphasizes the earning potential and the credit worthiness of a borrower as the ultimate guarantee for ensuring adequate liquidity. Nwankwo (2020) posits that the theory points to the movement towards self-liquidating commitments by banks. This theory has encouraged many Deposit money banks to adopt a ladder effects in investment portfolio.
2.2.2. Shiftability Theory
This theory posits that a bank’s liquidity is maintained if it holds assets that could be shifted or sold to other lenders or investors for cash. This point of view contends that a bank’s liquidity could be enhanced if it always has assets to sell and provided by the Central Bank and the discount Market stands ready to purchase the asset offered for discount. Thus, this theory recognizes and contends that shiftability, marketability or transferability of a bank's assets is a basis for ensuring liquidity.
This theory further contends that highly marketable security held by a bank is an excellent source of liquidity. Dodds (2018) contends that to ensure convertibility without delay and appreciable loss, such assets must meet three requisites. Liability Management Theory Liquidity management theory according to Dodds (1982) consists of the activities involved in obtaining funds from depositors and other creditors (from the market especially) and determining the appropriate mix of funds for a particular bank. This point of view contends that liability management must seek to answer the following questions:
· How do we obtain funds from depositors?
· How do we obtain funds from other creditors?
· What is the appropriate mix of funds for any bank?
Management examines the activities involved in supplementing the liquidity needs of the bank through the use of borrowed funds. The liquidity management theory focuses on the liability side of bank balance sheet. This theory contends that supplementary liquidity could be derived from the liabilities of a bank. According to Nwankwo (1991) the theory argues that since banks can buy all the funds they need, there is no need to store liquidity on the asset side (liquidity asset) of the balance sheet.
Liquidity theory has been subjected to critical review by various authors. The general consensus is that during the period of distress, a bank may find it difficult to obtain the desired liquidity since the confidence of the market may have been seriously affected and credit worthiness would invariably be lacking. However, for a healthy bank, the liabilities (deposits, market funds and other creditors) constitute an important source of liquidity.
2.2.3. Commercial Loan Theory
This theory has been subjected to various criticisms by Dodds (1982) and Nwankwo (1992). From the various points of view, the major limitation is that the theory is inconsistent with the demands of economic development especially for developing countries since it excludes long term loans which are the engine of growth. The theory also emphasizes the maturity structure of bank assets (loan and investments) and not necessarily the marketability or the shiftability of the assets.
Also, the theory assumes that repayment from the self-liquidating assets of the bank would be sufficient to provide for liquidity. This ignores the fact that seasonal deposit withdrawals and meeting credit requests could affect the liquidity position adversely. Moreover, the theory fails to reflect in the normal stability of demand deposits in the liquidity consideration.
This obvious view may eventually impact on the liquidity position of the bank. Also, the theory assumes that repayment from the self-liquidating assets of a bank would be sufficient to provide for liquidity. This ignores the fact that seasonal deposit withdrawals and meeting credit requests could affect the liquidity position adversely.
2.3. Empirical Review
Okere and Okeke (2021) assessed the impact of liquidity management on the financial performance of quoted deposit money banks in Nigeria. Secondary data were gathered from the corporate annual reports and accounts of fifteen (15) Banks for eleven (11) years spanning from 2007 to 2017. The agency theory was the theoretical framework upon which this study was hinged. Both descriptive and inferential statistics were adopted as analytical tools for the data. The results indicate that there exists a significant association amid liquidity management and financial performance of Deposit money banks in Nigeria. In addition, there exists a significant difference in the profitability of the Deposit money banks before and after the adoption of Treasury Single Account (TSA) in Nigeria. The study recommends that Deposit money banks should employ good liquidity management to mechanisms for a good performance and the Deposit money banks should reorganize its internal financial system in order to adapt to changes within the new policy (TSA). 
Kurotamunobaraomi, Giami and Obari (2017) investigated the interrelationship between liquidity and corporate performance of banks in Nigeria with the use of annual data from 1984 to 2014. The work utilized Cash Reserve Ratio, Liquidity Ratio and Loan-to-Deposit Ratio as proxies for liquidity; and Return on Shareholders’ funds as the proxy for performance and applied finometric analyses that include Ordinary Least Square Regression, Johanson Cointegration, Granger Causality test and Error Correction Model. Empirical results indicate a significant negative short-run relationship between Cash Reserve Ratio and corporate performance as well as a positive relationship between Loan-to-Deposit Ratio and Liquidity Ratio on one hand and corporate performance on the other albeit significantly and insignificantly respectively. Also, Cash Reserve Ratio and Liquidity Ratio are statistically significant enough to influence Return on Shareholders’ Fund in the long run, while the Loan-to-Deposit Ratio exhibits complacency in instigating Performance in deposit money banks in Nigeria; a position corroborated by the Causality results, implying that other factors could be responsible for banks’ performance such as industry structure and government policies or regulations.
Otekunrin, Fagboro& Femi (2019) examines the performance of selected quoted deposit money banks in Nigeria and liquidity management of 17 deposit money banks listed on the Nigerian Stock Exchange (NSE) between 2012 and 2017, the study extracts secondary data the financial statements of 15 deposit money banks for six years and analyze the data using ordinary least square method (OLS). Capital ratio (CTR), current ratio (CR) and cash ratio (CSR) were proxies for liquidity management while performance proxies were returned on assets (ROA). The study finds that liquidity management and bank’s performance are positively related and concludes that liquidity management is an essential factor in business operations and consequently leads to business profitability. It therefore recommends that proper liquidity management would assist in solving the agency theory problem of agency costs that arise when control of companies is separated from the ownership.
Bassey and Ekpo (2018) investigates the critical role played by the CENTRAL BANK OF NIGERIA and DMBs in fashioning out appropriate framework for liquidity management and identifies the challenges inhibiting effective performance of these roles. The study employs descriptive research design and finds that deposit liabilities constitute a major source of funding liquidity by DMBs while loans and advances constitute the bulk of the illiquid assets. It also finds that DMBs in Nigeria operates above solvency level, having current ratio greater than unity and are over cautious, investing more in short-term securities to protect their liquidity positions. The study therefore recommends that DMBs should strengthen their credit risk assessment mechanism so as to increase their credit exposure to the private sector and concluded that DMBs should establish a robust liquidity risk management framework that is well integrated into the bank-wide risk management process and ensure that competitive pressures do not compromise the integrity of their liquidity risk management framework, control functions, limit systems and liquidity cushion.
Onyekwelu, Chukwuani and Onyeka (2018) examines the effect of liquidity on financial performance of deposit money banks in Nigeria for the period 2007-2016 using secondary data from five banks. The study employs multiple regression analysis and finds that Liquidity has a positive and significant effect on both banks’ profitability ratios and on Return on Capital Employed. The study recommends that; in addition to investing in human capital, banks should create a form where they sensitize their customers on variety of activities, they indulge in that are capable of hindering effective liquidity management and the regulatory authority should put in place appropriate policy measures to ensure compliance and check high volume cash transaction handling and hoarding prevalent in the economy. The study concluded that the Central Bank of Nigeria should critically review and monitor the effectiveness of the implementation of its liquidity policy tools in banks to achieve the desired liquidity level and where necessary impose appropriate sanctions on erring banks.
Obi-Nwosu, Okaro and Atsanan(2019) examines the effect of liquidity management on the performance of DMBs in Nigeria from 2000 to 2015. The study employs Augmented Dickey Fuller Unit Root Test, OLS regression and Granger Causality. The study finds that liquidity mechanism is not significantly related to DMBs performance in the short run and long run and also find that liquidity mechanism granger cause DMBs performance within the period under review in the study. Hence, the study recommends that DMBs should be given leverage of plugging back funds into investment to boost profitability while maintaining a level of liquidity ratio.
2.4. Gap in Literature
While several studies have explored the impact of liquidity on the profitability of deposit money banks in Nigeria, there is still a gap in the literature regarding the specific channels through which liquidity affects profitability. Most studies have focused on the general relationship between liquidity and profitability, without providing in-depth analysis of the mechanisms that underlie this relationship.
Furthermore, while some studies have examined the effect of liquidity on the profitability of individual banks, there is a need for research that investigates the impact of liquidity on the profitability of the banking industry as a whole. This is particularly important given the increasing competition in the banking sector in Nigeria, which has put pressure on banks to maintain high levels of profitability.
Additionally, there is a lack of research that examines the impact of liquidity on the profitability of banks of different sizes in Nigeria. This is an important consideration given that smaller banks may face different challenges than larger banks in terms of managing liquidity, and these challenges may have different effects on profitability.
Overall, the existing literature provides a foundation for understanding the relationship between liquidity and profitability in the Nigerian banking sector, but further research is needed to deepen our understanding of the specific channels through which liquidity affects profitability, the impact of liquidity on the banking industry as a whole, and the differential effects of liquidity on banks of different sizes.
CHAPTER THREE
METHODOLOGY
3.1	Research Design
The study based on liquidity and profitability management in Nigeria banks was carried out through descriptive research design. The population consists of the 23 operational banks in the Nigerian economy. However, for the purpose of the study, 4 banks were purposefully chosen which could be regarded as fairly representative of the banking sector based on age, spread, innovation and ranking respectively (CENTRAL BANK OF NIGERIA, 2016). The banks selected have a wide branch network and timely published financial statements that are readily available in their website and also posted on the internet. The selected banks are Access Bank, Guaranty Trust Bank, First Bank and First City Monument Bank. Financial statements of the above banks were used from (2010-2019), on variables such as liquidity (CR) and profitability (ROE and ROA) of the banks.
3.2	Determination of Population
The population of the study is represented by the staff of Union Bank of Nigeria plc (Ilorin Branch), Kwara State.
As at the time of this study the total staff of the organization is twenty-five (25) there are 15 males and 10 females’ respondents to the questionnaire.
3.3	Statement of Hypothesis
The hypotheses that are to be tested are:
H1:	Liquidity controls prevent bank failure in Nigeria.
H2:	The control weapon of CENTRAL BANK OF NIGERIA (reserve ratio) affects the efficiency of deposit money banks Nigeria.
The two hypotheses will be tested from the questionnaire on contingency formed from the observed frequencies.
3.4	Selection of Sample
The sample was selected using random sampling method.  However, all categories of staff have been represented by the sample out of 25 questionnaires sent out 23 were returned representing 92% of the sample size.
3.5	Sources and Collection Of Data
The source of data in this study are the primary sources and secondary sources of data.  The primary data consisted of the survey which was the responses from the questionnaire obtained directly from the staff and responses from the personal interview.
3.6	Validation of Questionnaire
The questionnaires are being cross-checked and validated by the supervisor.
3.7	Selection of Measuring Techniques
The measuring instruments used in the study were:
Questionnaire: There are questions constructed and administered in person by the researcher to the staff.
Personal interview:  This was no standard interview schedule.  Understand verbal interviews mentioned with the company’s staff while questionnaires were being answered.
3.8	Selection of Analytical Method
A simple percentage was taken for respondents to answer each question and the results determined the effectiveness of the liquidity control.  The simple average compassion was used to analyze data and made a comparison of the relationships of the variables being tested in the hypothesis.  The simple average comparison was adopted because of the need to avoid complications.


CHAPTER FOUR
DATA ANALYTICAL AND FINDINGS
4.1	Introduction
The objective of this chapter is to analyze the data collected from the respondents and then test the hypothesis put forward in the research work.  The retrieval and analysis of the data and information collected in this section is to show the trend and important of the regulatory powers of central bank of Nigeria popularity of deposit money bank in Nigeria.
It should be noted that the various data gathered and collected in the course of this study forms the basis of analysis.
4.2	Analysis of Data
a.	Section one:  The characteristics of the respondent based on person data as regard position held in office, education status, sex and years of working experience are hereby analyzed below.
Question 1:	Distribution of Respondent based on position held in the Office
	POSITION
	NUMBER
	TOTAL IN PERCENTAGE

	Managers
	3
	13%

	Head of Department 
	6
	26%

	Officers
	14
	61%

	Total
	23
	100%


Source: Administration Questionnaire, 2025

The table above represents the position held by respondents.  It shows that out of 23 respondents it is the officers which represent the highest.  Figure there are also 3 managers and 6 heads of department.
Question 2:	Distribution of Respondent based on Education Status
	QUALIFICATION
	NUMBER
	TOTAL IN PERCENTAGE

	Professionals
	3
	13%

	Postgraduates 
	2
	9%

	1st Degree/HND
	12
	52%

	NCE/HSC/OND
	5
	22%

	WASC/GCE
	1
	4%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
Question 3:	Distribution of Respondent based on Sex
	QUALIFICATION
	MALE
	FEMALE

	Professionals
	2
	-

	Postgraduates 
	2
	-

	1st Degree/HND
	3
	3

	NCE/HSC/OND
	2
	3

	WASC/GCE
	1
	-

	Total
	10
	7


Source: Administration Questionnaire, 2025
The education background of respondents shows out of 17 respondent, 8 are 1st degree/HND holder which is the highest figures.  It can be seen that the majority of the respondents falls within a reasonably educated people.  The implication of this is that these categories of respondents have sound education status, therefore information provided by them on banking operation and various regulatory controls of CENTRAL BANK OF NIGERIA of liquidity of deposit money bank  can be relied on.
Question 4:	Distribution of Respondent based on Year of Working Experience
	YEAR OF EXPERIENCE
	NUMBER
	TOTAL IN PERCENTAGE

	0 – 2 years
	2
	9%

	3 – 5 years
	7
	30%

	6 – 10 years
	9
	39%

	11 – 15 years
	3
	13%

	Above 15 years
	2
	9%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
The table above shows that respondent with 6 – 10 years of experience have the highest figure of (9) nine respondents representing 39% of the simple.  It can therefore be interred that this category of respondents is well knowledgeable about bank operations and various regulatory controls of CENTRAL BANK OF NIGERIA over liquidity of the banking industry.
Section two: Questionnaire in section two controls twelve (12) questions all of which enquiries into the extent of failure of central bank of Nigeria liquidity control over deposit money banks.  There is an alternative answer that suits that circumstances were given.  The 3 alternative answers are certainly/regularly partially occasionally not at all.

Question 1:	Did CENTRAL BANK OF NIGERIA Ordinance of 1958 which led to the creation of bank give adequate regulatory to CENTRAL BANK OF NIGERIA over deposit money banks?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Certainly 
	17
	74%

	Partially
	5
	22%

	Not at all
	1
	4%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
Out of 23 respondents, 17 respondents the highest figure which shows that the central bank of Nigeria ordinance of 1958 gave adequate regulatory powers in central bank of Nigeria over deposit money banks.
Question 2:	How often does the Deposit money bank   confirm with the Liquidity requirement?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	19
	83%

	Occasionally 
	3
	13%

	Not at all
	1
	4%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
19 respondents out of 23 respondents represented the highest figure, showing that deposit money bank conform with liquidity requirement regularly while 3 respondents respond occasionally and 1 not at all.

Question 3:	Are return required by CENTRAL BANK OF NIGERIA from deposit money bank   submitted by these banks?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	20
	87%

	Occasionally 
	3
	13%

	Not at all
	-
	-

	Total
	23
	100%


Source: Administration Questionnaire, 2025
This shows that deposit money bank   regularly submits require return by CENTRAL BANK OF NIGERIA.
Question 4: For non-compliance of Deposit money bank   with C.B.N Liquidity Controls are they Penalized according to the provisions of the banking Act?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	10
	83%

	Occasionally 
	4
	17%

	Not at all
	-
	-

	Total
	23
	100%


Source: Administration Questionnaire, 2025
The highest figure is represented by 19 respondents which implies that deposit money bank   -compliance with central bank of Nigeria liquidity control penalized according to the banking act provision.

Question 5:	Has there been any time when you think the control of CENTRAL BANK OF NIGERIA on deposit money bank   excessive?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	7
	30%

	Occasionally 
	15
	66%

	Not at all
	1
	4%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
15 respondents represent the highest figure which shows that there are time the control of central bank of Nigeria on deposit money bank   are excessive.
Question 6:	Are there indications in the economy which makes central bank of Nigeria a were that there is need to increase or decrease liquidity requirement of deposit money banks?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Yes
	23
	100%

	No
	-
	-

	Total
	23
	100%


Source: Administration Questionnaire, 2025
This shows that the central bank of Nigeria is agitated towards increasing or decreasing liquidity requirement of deposit money bank   by economy indications.
Question 7:	What is the instrument of liquidity controls that the central bank of Nigeria use to regulate activities of deposit money bank to prevent bank failure
Liquidity ratio
Loan analysis.
Capital adequacy.
Periodic returns to central bank of Nigeria
Minimum reserve requirement
Question 8:	Are all instruments used at the same time?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	5
	22%

	Occasionally 
	11
	48%

	Not at all
	7
	30%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
Question 9:	If this response is “No” states the requirements which are commonly used at the same time to prevent bank failure.
Minimum Reserve requirement.
Capital adequacy.
Periodic return
Question 10:	Did the central bank of Nigeria give adequate time to the banks to comply with the liquidity regulations?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	14
	61%

	Occasionally 
	7
	30%

	Not at all
	2
	9%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
This shows that the central bank of Nigeria gives adequate time to bank to comply with their liquidity regulations.
Question 11:	Despite all these controls is there any bank failure since the inception of central bank of Nigeria ordinance of 1958
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Regularly
	13
	57%

	Occasionally 
	10
	43%

	Not at all
	-
	-

	Total
	23
	100%


Source: Administration Questionnaire, 2025
This indicates that certainly these are bank failure since the inception of central bank of Nigeria ordinance of 1988 but only a little above average as some respondents’ ticks.
Question 12:	If the answer is certainly, do you think central bank of Nigeria liquidity controls are effective?
	ALTERNATIVE ANSWERS
	RESPONDENTS 
	PERCENTAGE

	Yes
	19
	82%

	No
	4
	18%

	Total
	23
	100%


Source: Administration Questionnaire, 2025
Majority of the respondent (82%) accept that central bank of Nigeria liquidity controls are certainly effective.
Interpretation Of Results
The result was obtained from the research carried out and were explicitly interpreted to evaluate the validity of the hypothesis.  Based on the result obtained useful suggestions were necessary.
Two hypotheses were explicitly covered.
Liquidity control prevent banks failure in Nigeria.
The control weapon of central bank of Nigeria (reserve rate affects the efficiency of deposit money bank in Nigeria).
The two hypotheses will be tested using information from the questionnaire and contingency table formed the observe frequencies.  The main statistical techniques that is going to be used in the simple average comparism.
Decision (Hypothesis)
H0:	Liquidity control prevent banks failure in Nigeria.
H1:	Liquidity control does not prevent bank failure in Nigeria using the simple average comparison 82.6% of the respondents are in affirmation (i.e. Test) while only 17.4 only disagree (based on question 12) (i.e. answer no).
This confirms the acceptance of the Null (Ho) hypothesis and rejection of the alternative hypotheses (H1) some other supportive question shows that liquidity control prevents bank failure in Nigeria are the follow question 4 for now compliance of deposit money bank with the central bank of Nigeria liquidity controls, are they penalized according to the provisions of the banking act?”
82% of the respondents certainly accept and the remaining 17% naturally accepts.
Question5: “has there being any time when you think the controls of central bank of Nigeria on commercial accepts that the central bank of Nigeria controls are occasionally excessive (i.e. not frequents) and the make the highest representation.
Hence it is concluded that liquidity controls prevent bank failures.
Hypotheses II
H0:	The control weapon (reserve ration) of central bank of Nigeria affects the efficiency of deposit money banks.
H1:	The control weapon does not affect the efficiency of deposit money banks.  Using the simple average composition 100% of the respondent are in affirmation (i.e. yes) that the control weapon of central bank of Nigeria affects the efficiency of deposit money banks, hence then profitability.  (Based on question 6), the central bank of Nigeria fashion out its control weapon with regards to indications in the economy (especially in the banking industry).  This confirms the acceptance of the Null hypotheses (Ho) which the alternative hypotheses is rejected.  Other supportive question is question 2 – 3 and 10.
The acceptance of these two hypotheses signifies that central bank of Nigeria controls are inevitable for the survival of deposit money bank on Nigeria.  Therefore, the liquidity/profitability dilemma should be reconciled.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1. Summary of the Findings
Based on the analysis carried out, using Pearson correlation co-efficient. It is noted that bank liquidity has significant relationship on return of equity and return on assets. That is, it can be concluded that liquidity play a crucial role on profitability of banks in Nigeria. The empirical results indicated that there is statistically significant relationship between profitability and liquidity when return on equity is used as a measure of profitability, but the relationship becomes less significant if profitability is proxy by return on asset. Thus, the liquidity management of Nigerian banks maximizes returns to shareholders, but it is producing less than optimal in terms of efficient utilization of assets.
5.2. Conclusion
Arising from the findings, it is evident that an effective liquidity management has a positive impact on all the proxies of bank performance (returns on assets, returns on equity and net interest margin). This finding supports the findings of Olagunju, David and Samuel (2012); and Bassey (2017) in Nigeria.
The study concludes that the financial performance of the banks in Nigeria can be improved by the establishment of sound and robust liquidity management structure in place to ensure that adequate liquidity is maintained to meet matured and maturing obligations as they fall due.
The study therefore recommends that banks in Nigeria should establish a sound governance and risk management system such as Asset Liability Management Committees (ALCO) for liquidity management , develop strategies and policies for the management of liquidity that is well integrated in the bank’s risk management practices , establish Contingency Funding Plan that clearly articulate the steps to be taken to address liquidity shortfall during periods of stress or emergency, carryout active the monitoring of the liquidity funding needs of banks to avert any potential liquidity challenge that could trigger crisis is promptly addressed.
5.3. Recommendations
Based on the critical evaluation of the findings, made in this study, we hereby make the following recommendations with the sincere conviction that they will help to reduce if not totally eradicate the problems associated with liquidity management and profitability in deposit money banks in Nigeria.
(i) Since the survival of deposit money banks depends on liquidity management and profitability, they should not solely concentrate on the profit maximization concept but also adopt measures that will ensure effective liquidity management. The measures will help to minimize or avoid cases of excessive and deficient liquidity as their effects are negative.
(ii) Instead of keeping excessive liquidity as a provision for unexpected withdrawal demands of the customers, the deposit money banks should find it reasonable to adopt other measures of meeting such requirements, which can include borrowing and discounting bills.
The deposit money banks should create a customer forum where their customers will be educated on varieties of deposits and the operational requirements of each of them. A situation where the customers operate any of the deposits as required, the deposit money banks should be able to estimate the liquidity level to be
Therefore, from the above results and implications it can be recommended that:
1. Banks should negotiate a reduced Cash Reserve Ratio with the Central Bank of Nigeria to improve performance.
2. Banks should fully utilize the loan-to-deposit ratio by boosting marketing efforts.
3. Banks should avoid holding excess liquid assets which only yields minimum return for the shareholders.
4. The financial companies, especially quoted banks should seek to use cash or liquidity management models that will minimize the opportunity costs of excess liquidity.
5. Furthermore, the researcher recommends maintenance of optimal liquidity level in order to enhance corporate performance.
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QUESTIONNAIRE
Question 1:	Distribution of Respondent based on position held in the Office.
Managers (    )
Head of Department (    )
Officers  (    )
Question 2:	Distribution of Respondent based on Education Status
Professionals  (    )
Post Graduates (    )
1st Degree/HND (    )
NCE/HSC/OND (    )
WASC/GCE  (    )
Question 3:	Distribution of Respondent based on Sex
Male (    )
Female (    )
Question 4:	Distribution of Respondent based on Year of Working Experience
0 – 2 years (    )
3 – 5 years (    )
6 – 10 years (    )
11 – 15 years (    )
Above 15 years (    )

Question 5:	Did central bank of Nigeria Ordinance of 1958 which led to the creation of bank give adequate regulatory to central bank of Nigeria over deposit money bank ‘s  ?
Certainly (    )
Partially (    )
Not at all (    )
Question 6:	How often do Deposit money bank   confirm with the Liquidity requirement?
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 7:	Are return required by central bank of Nigeria from deposit money bank   submitted by these banks?
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 8: For non-compliance of Deposit money bank   with C.B.N Liquidity Controls are they Penalized according to the provisions of the banking Act?
Regularly       (    )
Occasionally (    )
Not at all      (    )

Question 9:	Has there been any time when you think the control of central bank of Nigeria on deposit money bank   excessive?
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 10:	Are there indications in the economy which makes central bank of Nigeria a were that there is need to increase or decrease liquidity requirement of deposit money banks?
Yes (    )
No (    )
Question 11:	Are all instruments used at the same time?
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 12:	Did the Central Bank Of Nigeria give adequate time to the banks to comply with the liquidity regulations?
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 13:	Despite all these controls is there any bank failure since the inception of CENTRAL BANK OF NIGERIA ordinance of 1958
Regularly       (    )
Occasionally (    )
Not at all      (    )
Question 14:	If the answer is certainly do you think central bank of Nigeria liquidity controls are effective?
Yes (    )
No (    )
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