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		CHAPTER ONE
1.0 INTRODUCTION TO THE STUDY
Monetary Policy as a tool of economic management, plays a vital role in the development and stability of any economy. It involves the regulation of the money supply interest rates, and credit conditions by a country’s Central Bank, with the aim of achieving macroeconomic stability. 
This includes maintaining price stability, controlling inflation, fostering economic growth, reducing unemployment, and ensuring the proper functioning of the financial system. Central Banks, as the architects of monetary policy, implement various policy instruments to influence key economic variables, particularly in the banking sector.
	In the Nigerian context, the Central Bank of Nigeria (CBN) has a critical role in the formation and execution of monetary policy. The CBN has employed several monetary policy tools, such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO), to influence the flow of credit, control inflation and stabilize the Nigerian economy. Over the years, these policy tools have been used to address issues such as rising inflation, exchange rate volatility and the need for economic growth and stability. However, despite the Central Bank’s efforts, the effectiveness of monetary policy in achieving its intended goals has been subject to various challenges, particularly in the banking sector.
	The banking sector in Nigeria is a key component of the nation’s financial system, serving as a primary channel for the implementation of monetary policy. Banks are responsible for credit creation, facilitating savings and investment and supporting economic development through the provision of loans and financial services. Given the vital role of the banking system in the overall economy, the relationship between monetary policy and the performance of the banking sector is of utmost importance. Monetary Policy, through the manipulation of interest rates and liquidity, directly influences the cost of borrowing and lending which in turn affects the ability of banks to provide loans and services to businesses and individuals.
	Since 2015, Nigerian’s economic landscape has been marked by the several external and internal shocks, such as the global oil price crash, currency depreciation, inflationary pressures and the COVID -19 Pandemic. These events have had profound implications for the banking sector requiring the Central Bank to adjust its monetary policy stance to stabilize the economy. The oil price crash of 2014 and the subsequent global economic slowdown placed significant pressure on Nigerian’s economy, a nation highly dependent on oil revenues. As oil prices plummeted the CBN faced the dual challenge of managing inflation and stabilizing the exchange rate, while also ensuring that the banking sector remained resilient and capable of supporting economic growth.
	The outbreak of the COVID-19 Pandemic in early 2020 exacerbated existing vulnerabilities in the Nigerian economy, leading to disruptions in the banking sector and broader economic activities. To mitigate the economic impact, the CBN introduced several unconventional monetary policy measures such as lowering interest rates reducing the Cash Reserve Ratio (CRR), and providing targeted interventions for businesses affected by the pandemic. These measures were aimed at stimulating lending, ensuring liquidity in the financial system, and providing support to struggling sectors. Despite these efforts, challenges such as loan defaults a slowdown in credit growth, and rising non-performing loans (NPLS) continue to pose significant risk to the stability and performance of the banking sector.
	In addition to external shocks, domestic factors such as political instability, regulatory changes and infrastructure deficiencies also affect the banking sector’s response to monetary policy, political uncertainty especially during election period can create volatility in financial markets which in turn impacts the operations of banks. Regulatory changes such as the implementation of new banking reforms or changes in foreign exchange require adjustments to existing strategies.
	Over the years, The CBN has faced a delicate balancing act in implementing monetary policies that stimulate economic growth without triggering inflationary pressures or destabilizing the banking sector. For instance, the CBN’s decision to adjust the Monetary Policy Rate (MPR) has far reaching consequences for the cost of borrowing and the overall credit conditions in the banking system. A high MPR discourages borrowing and slows down economic activity, while a low MPR can encourage excessive borrowing and lead to inflationary pressures. Similarity, the Cash Reserves Ratio (CRR), which dictates the percentage of deposits that banks must hold in reserve influences the amount of money available for lending thus affecting credit supply and economic activity.
	The relationship between monetary policy and banking sector performance is further complicated by external factors such as global economic trends, trade policies and exchange rate fluctuations. For example, changes in the value of the Naira, Nigeria’s local currency, against major global currencies can have a significant impact on the cost of imports, inflation and the profitability of Nigerian banks that engage in foreign exchange transactions. This external volatility often complicates the CBN’S ability to implement effective monetary policies that can sustain growth in the banking sector. From 2015 to 2024, Nigerian’s banking sector has witnessed both challenges and opportunities arising from the interplay of monetary policy, economic reforms, and global events. Despite the CBN’S efforts to stabilize the economy and promote financial inclusion, the banking sector continues to face several hurdles, including rising non-performing loans, limited access to credit for small and medium enterprises (SME’s), and the need for the innovation in digital banking services. This study seeks to assess the effectiveness of monetary policy in addressing these challenges and its impact on the performances of deposit money banks in Nigeria, with particular focus on the period 2015 to 2024.
	By examining the effects of monetary policy on key performance indicators such as credit growth, liquidity management, profitability and stability, this study will provide insights into the strengths and weakness of the CBN’S policy intervention. The findings will contribute to the ongoing disclosure on monetary policy effectiveness and offer recommendation for improving the resilience of Nigeria’s banking sector in the face of ongoing economic challenges.

1.1 STATEMENTS OF THE PROBLEM 
The effectiveness of monetary policy in Nigeria has been a recurring subject of concern, particularly in its impact on the banking sector. Despite the Central Bank of Nigeria’s Implementation of various monetary policy instruments, the sector continues to face numerous challenges the undermine its performance.
	One key issue is the high cost of credit frequent increases in the Monetary Policy Rate (MPR), often aimed at curbing inflation in advertently raise borrowing costs for businesses and individuals. This results in reduced credit creation by banks, limiting economic activities and slowing down growth. Additionally, the Cash Reserve Ratio (CRR), another tool used by the CBN, often reduces the liquidity available to banks, further constraining their ability to external loans.
	Moreover, the banking sector face challenges in adapting to the frequent changes in monetary policy, these abrupt shifts often disrupt financial planning, leading to volatility in interest rates and investment flows. The lack of an efficient monetary policy transmission mechanism exacerbates this problem as policy measures often fail to reach the intended targets effectively.
	Another significant issue is the impact of external factors, such as global economic shocks and fluctuations in crude oil prices which often undermine the effectiveness of domestic monetary policy. These challenges raise critical questions about the adequacy of the current monetary policy framework and its ability to address the needs of the banking sector and broader economy. 
1.2 RESEARCH QUESTIONS
This study seeks to answer the following questions:
i. What is the relationship between monetary policy instruments and the performance of deposit money banks in Nigeria?
ii. How do changes in monetary policies affect credit creation and liquidity in the banking sector?
iii. What challenges do banks face in responding to monetary policy changes?
iv. What strategies can be employed to improve the effectiveness of monetary policy in the banking sector?
1.3 OBJECTIVES OF THE STUDY
The Primary objectives of this study is to examine the effect of monetary policy on the banking sector in Nigeria Specific objectives include:
i. To assess the relationship between monetary policy instrument and the performance of deposit money banks in Nigeria
ii. To evaluate the impact of the Central Bank of Nigeria’s monetary policies on credit on credit creation and liquidity in the banking sector 
iii. To identify the challenges faced by banks in responding to monetary policy changes
iv. To recommend strategies for enhancing the effectiveness of monetary policy in improving the performance of the banking sector 
1.4 RESEARCH HYPOTHESIS
To guide the analysis and ensure a focused investigation, the following hypotheses have been formulated.
These hypotheses address key aspects of the relationship between monetary policy and the banking sector in Nigeria
i. Ho: Monetary Policy has no significant effect on the growth and development of the banking sector in Nigeria.
Hi: Monetary Policy has a significant effect on the growth and development of the banking sector in Nigeria.
ii. Ho: Monetary Policy tools such as the Monetary Policy Rate (MPR) and Cash Reserve Ratio (CRR) do not significantly influence the performance of deposit money banks in Nigeria. 
Hi: Monetary Policy tools such as the Monetary Policy Rate (MPR) and Cash Reserve Ratio (CRR) significantly influence the performance of deposit money banks in Nigeria.
iii. Ho: There is no significant relationship between monetary policy and the availability of credit in Nigeria’s banking sector
Hi: There is a significant relationship between monetary policy and the availability of credit in Nigeria’s banking sector
iv. Ho: The implementation of monetary policy does not significantly affect the stability of the banking sector in Nigeria
Hi: The implementation of monetary policy significantly affects the stability of the banking sector in Nigeria.

1.5 SIGNIFIANCE OF STUDY
This study offers significantly contributions to various stakeholders:
Policy Formulation: The Findings will provide valuable insights for the Central Bank of Nigeria in assessing the effectiveness of its monetary policies and identifying areas for improvement. By understanding the impact of monetary policies on the banking sector, the CBN can formulate more targeted interventions to address specific challenges.
Banking Sector Development: The study will help banks understand the implications of monetary policy changes on their operations. This knowledge can give guide financial institutions in developing strategies to mitigate the adverse effects of policy shifts and capitalize on opportunities for growth.
Economic Growth: By examining the interplay between monetary policy and the banking sector, the study highlights areas when improved policy implementation ca enhance financial intermediation and support economic development.
Academia: This study contributes to the existing body of knowledge on monetary policy and its impact on the financial system. It serves as references for future research, providing a foundation for further exploration of related topics.




1.6 SCOPE AND LIMITATION OF THE STUDY
1.6.1 SCOPE OF THE STUDY
This study focuses on the impact of monetary policy on the banking sector in Nigeria with a particular emphasis on the Central Bank of Nigeria (CBN) as the key regulatory institution. It examines how various monetary policy instruments such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), Open Market Operation (OMO), and Liquidity Ratio (LR) have influenced the performance of deposit money banks in Nigeria.
The study covers the period 2015 to 2024, a timeframe selected to reflect the most recent monetary policy measures and their effects on the most recent monetary policy measures and measures and their effects on the banking sector. This period includes major economic shift, such as the global oil price fluctuation, the COVID-19 Pandemic, currency devaluation, and inflationary trends all of which have significantly shaped Nigeria’s monetary policy decisions.
Furthermore, the study focuses on key indicators of banking sector performance including profitability, credit availability, liquidity management and financial stability.
The findings will provide insights into the effectiveness of monetary policy in driving sustainable growth within the banking sector.
1.6.2 LIMITATION OF THE STUDY
Despite its broad scope, this research is subject to several limitations:
i. Data Availability and Accuracy
 Access to up – to –date and reliable data and reliable data from regulatory agencies, banks and financial reports may be limited. Some relevant information may be confidential or incomplete affecting the depth of analysis.
ii. Dynamic Nature of Monetary Policy
Monetary Policy is influenced by evolving economic conditions, government decision and global financial trends. As a result, policy changes occurring after this study’s timeframe may alter its conclusion.
iii. External Economic Shocks
External factors such as fluctuations in global oil prices foreign exchange volatility and geopolitical events could impact Nigeria’s banking sector beyond the scope of this study. The unpredictability of these external shocks limits the ability to isolate the effects of monetary policy alone.
iv. Time Constraints
Given the academic timeline for this research an exhaustive analysis of all monetary policy intervention may not be possible. The study prioritizes major policies and their most significant impacts on the banking sector.
v. Generalizability of Finding
While this study focuses on Nigeria its findings may not be directly applicable to other economic due to differences in financial systems, regulatory framework and economic structure stability.

1.7 DEFINITION OF TERMS
i. Monetary Policy: The process by which a central bank such Central Bank of Nigeria controlled the supply of money and credit in an economy to achieve macroeconomic objectives like price stability and economic growth.
ii. Banking sector: The collection of financial institutions, including commercial banks, microfinance banks and other deposit taking institutions that provide financial services to individuals, business and the government.
iii. Central Bank of Nigeria (CBN): The apex financial institution in Nigeria responsible for implementing monetary policy, regulating banks and maintaining price and financial stability.
iv. Money Supply: The total amount of money (cash, deposit and other liquid assets) available in the economy at a given time which influences inflation and economic activities.
v. Interest Rate: The cost of borrowing money or the return on saving which is influenced by the CBN’S monetary policy tools such as the monetary policy rate (MPR).
vi. Monetary Policy Rate (MPR): The bend market interest rate set by the CBN which determines the rate at which banks borrow from the central bank and influences lending rates in the economy.
vii. Liquidity Ratio: The proportion of a bank’s liquid assets to its total deposits, ensuring that banks have enough cash to meet short –term obligations.
viii. Cash Reserve Ratio (CRR): The percentage of a bank’s total deposits that must be held in reserve with the CBN, used as a tool to control money supply and credit availability.  
ix. Exchange Rate: The value of Nigeria’s Currency (Naira) relative to other currencies, which is influenced by monetary policy decisions on foreign exchange management.
x. Financial Stability: The condition is which the banking sector operator efficiently, with low risks of financial crises, ensuring confidence in the economy.
xi. Credit Allocation: The Process by which banks provide loans business and individuals which can be influenced by monetary policy through interest rates and liquidity controls.
xii. Open Market Operation (OMO): A monetary policy tools where the CBN buys or sells government securities to regulate the money supply and interest rates.
xiii. Deposit Money Banks (DMB): Commercial Banks and other financial institutions that accept deposits from the public and provide loans, playing a crucial role in the economy.
xiv. Economic Growth: The increase in a country’s production of goods and service over time, influenced by monetary policy through interest rates, investment and credit availability. 
1.8 PLAN OF THE STUDY
This research work is organized into five (5) distinct chapters each addressing a specific aspect of the study to ensure a logical and coherent presentation of ideas, analysis and findings.

Chapter One: Introduction To The Study
This chapter provides the foundational background of the study. It introduces the concept of monetary policy and its relevance to the banking sector in Nigeria. It contains the background of the study. The statement of research problem, research objectives, research questions and hypothesis. It also outlines its significance the scope of study, limitation and finally the plan of the study.

Chapter Two: Literature Review
This Chapter reviews existing literate relevant to the topic. It is divided into three main parts: the conceptual framework, the theoretical framework and empirical review. The conceptual framework defines the key terms and component of monetary policy and banking sector performance. The theoretical framework discussed relevant economic theories, such as the Keynesian theory of interest rates or monetarist theory.
The empirical review analyzes past studies both local and international gaps that study intends to full.


Chapter Three: research Methodology 
This chapter describes the research design and methods adapted in carrying out study. It outlines the sources of data, population and sampling techniques, methods of data collection and the statistical techniques used for data analysis. It also specified the model employed to evaluate the relationship between monetary policy instruments and the performance of the Nigerian banking sector.

Chapter Four: Data Presentation, Analysis, An Interpretation. 
This chapter present the data collected and conducts detailed analysis relevant statistical tools. It involves the use of tables, graphs and econometric models to test the hypothesis stated in chapter one. The results are interpreted in line with the research objectives and  questions and significant relationship between monetary policy and banking sector performance and identified and discussed.

Chapter Five: Summary, Conclusion and Recommendation
The concluding chapter summarizes the entire research work. It review the major findings of the study and draws conclusion based on the analysis in the preview chapter. It also provides practical recommendations for policy makers banks and other stakeholders based on the research outcomes.















CHAPTER TWO
2.0 LITERATURE REVIEW
This chapter reviews existing literature on the effect of monetary policy on the banking sector, with a focus on Nigeria. It explores relevant concepts, theories and empirical studies influences the performance of deposit money banks. The review begins with the conceptual framework, followed by a discussion of theoretical foundations. It then examines empirical studies related to monetary policy and banking sector dynamics with particular attention to trends and development in Nigeria from 2015 to 2024.
	Finally, the chapter summarizes the literature, highlighting research gaps that this seeks to address.
2.1 CONCEPTUAL REVIEW
This section provides definition and explanations of key concepts related to monetary policy and the banking sector. It establishes a clear understanding of the terminologies used In this study.
2.1.1 MONETARY POLICY 
	Monetary Policy refers to the actions taken by a central bank such as the Central Bank of Nigeria (CBN), to regulate the money supply, control inflation and influence interest rates to achieve macroeconomic objectives. These objectives typically include price stability, full employment and sustainable economic growth.
In Nigeria, the CBN employs a mix of expansionary and contractionary monetary policies.
i. Expansionary Monetary Policy: Implemented to stimulate economic growth by increasing money supply and lowering interest rates thus encouraging borrowing and investment.
ii. Contradiction Monetary Policy: Applied to reduce inflation by decreasing money supply and raising which discourages excessive borrowing and spending.
Money Policy decisions in Nigeria are guided by the Monetary Policy Committee (MPC) of the CBN, which meets periodically to review and adjust policy rates in response to prevailing economic conditions.
2.1.2 BANKING SECTOR
	The banking sector is a crucial component of the financial system responsible for financial intermediation, capital mobilization and payment facilitation. In Nigeria, the banking sector is dominated by deposit money banks which accept deposits provide loans and offer other financial services to individuals, businesses and the government.
The Central Bank of Nigeria (CBN) regulates the banking sector to ensure financial stability, protect depositors and maintain public confidence in the financial system. The CBN’s regulatory function include:
i. Licensing and Supervision of Banks to ensure compliance with banking regulations.
ii. Setting prudential guidelines for capital adequacy, liquidity and risk management.
iii. Monitoring the performance and soundness of banks to safeguard the financial system.
The banking sector’s health and efficiency significantly influence economic growth and development. Therefore, understanding how monetary policy affects this sector is crucial for effective policy formulation.
2.1.3 MONETARY POLICY INSTRUMENTS
Monetary Policy instrument are the tools used by the CBN to control money supply, influence interest rates and achieve its policy objectives. The main instrument includes:
i. Monetary Policy Rate (MPR):
 The MPR is the benchmark interest rate at which the CBN lends to commercial banks changes in MPR directly influence other interest rates in the economy, including lending and deposit rates.  A higher MPR discourages borrowing and curtails inflation, while a lower MPR stimulates borrowing and investment.
ii. Cash Reserve Ratio (CRR):
The CRR is the percentage of total customer deposits that banks must keep as reserves with the CBN by adjusting the CRR, the CBN can control bank’s lending capacity. An increase in the CRR reduces the money available for lending, thus tightening liquidity while a decrease in the CRR boosts lending and stimulates economic activity.
iii. Open Market Operation (OMO):
OMO involves the buying and selling of government securities by the CBN to regulate liquidity in the banking system. When the CBN sells securities it absorbs excess liquidity, reducing money supply and curbing inflation.
	Conversely, buying securities injects liquidity into the system stimulating economic activity.
iv. Foreign Exchange Policy:
The CBN uses foreign exchange interventions to stabilize the naira exchange rate, control inflation and influence foreign investment. This includes setting exchange rates managing foreign reserves and regulating the foreign exchange market to achieve macrocosmic stability. 
These instruments are interrelated and are used strategically to achieve specific policy goals. Their impact on the banking sector depends on how efficiently they are implemented and the prevailing economic conditions.

2.1.4 BANKING SECTOR PERFOMANCE 
Banking Sector performance is a measure of the financial health, efficiency and stability of banks. It is assessed using various indicators, including: 
Profitability: Measured during return on Assets (ROA) and return to Equity(ROE), profitability indicates the ability of banks to generate earnings from their assets and equity.
I. Liquidity: Reflects a bank’s ability to meet its short-term obligations and customer withdrawals. It is crucial for maintaining customer confidence and financial stability
II. Capital adequacy: The proportion of a bank’s capital to its risk weighted assets, ensuring that banks can absorb losses and remain solvent
The CBN sets minimum capital adequacy requirements to protect depositors and maintain financial stability
III.  Asset Quality: Evaluated through the proportion of Non-performing loans (NPLS) to total loans. High NPLS indicate poor asset quality and pose risks to bank solvency.

Monetary Policy decisions influence those performance indicators by affecting interest rates, credit availability, and overall economic activity. For instance, an increase in the MPR may raise borrowing costs, affecting bank profitability, while change in the CRR can impact liquidity levels.
 
2.2 THEORETICAL FRAMEWORK 
	The theoretical framework provides the underlying economic theories that explain the relationship between monetary policy and the banking sector. These theories offer insights into how changes in monetary policy influence bank performance, lending behavior and overall financial stability.
2.2.1 KEYNESIAN THEORY OF MONETARY POLICY
The Keynesian theory developed by John Maynard Keynes emphasis the role of aggregate demand in influencing economic activity. According to this theory changes in interest rate controlled by the central bank’s monetary policy significantly affect investment and consumption.
i. TRANSMISSION MECHANISM: In the Keynesian view, a reduction in interest rates lowers the cost of borrowing, stimulating investment and consumption, leading to increased aggregate demand and economic growth conversely a rise in interest rates curtails borrowing and spending reducing aggregate demand and controlling inflation.
ii. IMPLICATION FOR BANKING SECTOR: Lower interest rates lead to increased demand for loans boosting bank profitability. On the other hand, high interest may reduce loan demand but increase income from interest earning assets.
This theory is relevant to this study as it explains how the Central Bank of Nigeria’s Monetary Policy rate adjustments influence lending behavior and bank performance.



2.2.2 MONETARIST THEORY
 	The Monetarist theory led by Milton Friedman, posits that changes in the money supply are the primary drives of economic activity. According to this theory excessive growth in money supply can cause economic stagnation.
i. QUANTITY THEORY OF MONEY: Monetarists use the equation MV=PQ, Where M is money supply, V is velocity of money, P is price level and Q is output. They argue that of money supply (M) grows faster than output (Q), it leads to inflation.
ii. POLICY IMPLICATION: Monetarists advocate for a steady growth rate of money supply to achieve price stability and avoid economic fluctuations.
iii. IMPLICATION FOR BANKING SECTOR: Increase in money supply enhance bank’s liquidity enabling them to extend more credit conversely a tight money supply restricts lending and can reduce profitability.
This theory helps in understanding how the Central Bank of Nigeria’s control over money supply influences liquidity and credit availability in the banking sector.


2.2.3 LOANABLE FUNDS THEORY
	The loanable funds theory explains the determination of interest through the supply and demand for loanable funds.
i. SUPPLY OF LOANABLE FUNDS: Comes from savings, deposits and other financial instruments. An increase in savings or deposit boosts the supply of loanable funds, reducing interest rates.
ii. DEMAND FOR LOANABLE FUNDS: Arises from borrowers such as businesses and customers who need funds for investment and consumption. An increase in borrowing demand raises interest rates.
iii. EQUILIBRIUM INTEREST RATE: Achieved when the supply of loanable funds equals the demand for loans.
Monetary Policy interventions such as changes in the Cash Reserve Ratio (CRR) influence this equilibrium 
This theory is relevant to the study as it explains how monetary policy affects interest rates which in turn influence borrowing and lending in the banking sector.
2.2.4 BANK LENDING CHANNEL THEORY 
This theory focuses on how monetary policy affects the supply of loan provided by banks. It suggests that changes in monetary policy particularly interest rates and reserve requirements impact bank’s lending capacity.
i. TRANSMISSION MECHANISM: A contractionary monetary policy (e.g increase in CRR) reduces bank’s reserves, limiting policy (e.g decrease in CRR) increase bank reserves, encouraging more lending.
ii. IMPLICATION FOR BANKING SECTOR: When banks adjust their lending in response to monetary policy changes it affects credit availability, investment and economic activity.
iii. This theory is particularly relevant in analyzing how the Central Bank of Nigeria’s policy tools affect lending behavior and financial intermediation in the banking sector.


2.2.5 RELEVANCE OF THE STUDY
	These theories collectively provide a framework for understanding the complex relationship between monetary policy and banking sector. They offer insights into how changes in interest rates, money supply and credit availability influence bank performance indicators such as profitability liquidity and capital adequacy. By applying these theories this study examines the impact of the Central Bank of Nigeria’s monetary policy on the performance of deposit money from 2015 to 2024.
2.3 EMPRICAL REVIEW
 This section examines previous studies related to monetary policy and its impact on the banking sector. It reviews both international and Nigerian contexts. Focusing on finding relevant to the performance of deposit money banks. The review helps identify gaps that this study aims to address.

2.3.1 INTERNATIONAL EVIDENCE
         Several studies have explored the impact of monetary policy on the banking sector in different countries:
i. Bernanke and Blinder (1992) examined the role of monetary policy in influencing bank lending in the United States. They found that contractionary monetary policy reduced bank reserves, lending to a deadline in loan supply.
ii. Mishkin (2001) analyzed monetary policy transmission mechanisms in developed economic. Highlighting the importance of the bank lending channel. The study revealed that changes in interest rates significantly affected banks leading behavior and profitability.
iii. Altunbas, Gambacorta and Margus-Ibaniz (2010) investigated the effect of monetary policy on bank risk-taking in Europe. They found that low interest rates encouraged excessive risk-taking by banks, affecting financial stability.
iv. Tan and Floros (2012) studied the relationship between monetary policy and bank profitability in china. The result showed that changes in interest rates and money supply had significant effects on bank profitability and liquidity.
The international studies indicate that monetary policy influences bank lending, profitability, risk-taking and overall financial stability. However, the impact varies across countries depending on the structure of their financial systems and regulatory   environments.

2.3.2 EVIDENCE FROM NIGERIA 
In Nigeria, numerous studies have analyzed the relationship between monetary policy and banking sector performance:
i. Olorunfemi and Adeleke  (2013) examined the impact of monetary policy on the performance of commercial banks in Nigeria from 1986 to 2010. The study found that the monetary policy rate (MPR) and cash reserve ratio (CRR) significantly influenced bank lending and profitability.
ii. Onoh (2017) investigated the effect of monetary policy on the liquidity of deposit money bank in Nigeria. The study revealed that changes in  CRR and Open Market Operation (OMO) had significant impact on bank liquidity.
iii. Ogundipe and Aworinde (2019) analyzed the impact of exchange rate policy on bank performance in Nigeria. Their findings suggested that fluctuations in  exchange rates influenced bank’s profitability and capital adequacy.
iv. Adenuga, Mordi and Ojo (2021) explored the relationship between monetary policy and financial stability in Nigeria. The study found that tight monetary policy measures, such as increasing the CRR, helped stabilize inflation but constrained bank lending and profitability.
v. Nwosa (2023) examined the effect of monetary policy on non-performing loans in Nigeria from 2010 to 2022. The study concluded that high interest rates contributed to an increase in non-performing loans, affecting bank’s asset quality.

These  studies provide evidence of the significant influence of monetary policy on bank performance indicators such as profitability, liquidity, capital adequacy and asset quality in Nigeria. However, the findings are mixed. Suggesting the need for further research on the dynamic effects of monetary policy, particularly during the period 2015 to 2024.

2.3.3   SUMMARY OF EMPIRICAL FINDINGS
The empirical review reveals that monetary policy plays a critical role in shaping banking sector performance globally and in Nigeria. Key insights include:
i. Interest rates (e.g, MPR) significantly influence bank’s lending behavior, profitability and risk-taking.
ii. Reserve requirements (e.g, CRR) directly affect bank liquidity and lending capacity.
iii. Exchange rate flunctuations impact profitability and capital adequacy, especially in emerging markets like Nigeria.
iv. The relationship between monetary policy and non-performing loans is crucial for assessing asset quality and financial stability.
However, the empirical evidence shows variation in the magnitude and direction of these effects, depending on the economic environment, regulatory framework and time period considered.
2.4   RESEARCH GAPS
Despite extensive research on the relationship between monetary policy and banking sector performance, several gaps exist.
i. Post – 2015 Monetary Policy Dynamics: Most studies on monetary policy in Nigeria focus on periods before 2015 with limited analysis of the post 2015 era. This period is characterized by significant monetary policy adjustment due to economic challenges such as recession, exchange rate volatility and inflationary pressures. The impact of these policy measures on bank performance remains underexplored.
ii. Comprehensive Analysis of Monetary Policy Instruments: While several policy instruments (e.g. MPR or CRR), there is a lack of comprehensive analysis of their combined impact on banking sector performance. Understanding the dynamic interactions among these instruments in crucial foe effective policy formulation.
iii.  Impact on Non-Performing Loans and Asset Quality: Limited research has been conducted on how monetary policy influences non-performing loans ( NPLS) and asset quality in Nigeria, despite the growing concern over loan defaults and credit risk. This study seeks to examine this relationship in detail.
iv.  Exchange Rate Volatility And Banking Sector Performances: Exchange rate fluctuations have been identified as a critical factor influencing bank profitability and capital adequacy. However, empirical evidence on the direct impact of exchange rate policy on bank performance in Nigeria is inconsistent and requires further investigation.
v.  Dynamic And Longitudinal Analysis: Most existing studies use static models which may not capture the dynamic effects of monetary policy over time. This study address this gap by employing dynamic analysis techniques to explore the long term impact of monetary policy on the banking sector from 2015 to 2024.
vi.  Context – Specific Insights: Few studies contextualize their findings within Nigerian’s unique economic environment considering factors such as regulatory changes, political instability and external shocks, This research aims to provide context – specific insights that are relevant to policymakers and stakeholders in Nigeria.
This study addresses these gaps by analyzing the effect of monetary on the banking sector in Nigeria.   




CHAPTER THREE
3.0 RESEARCH METHODOLY
3.1 INTRODUTION TO METHODOLY
This chapter provides a comprehensive overview of the methodology adopted in this study. It details the research design, target population, sampling techniques, data collection instruments methods of data analysis and limitation of the methodology. These components are strategically aligned to address the research objectives and ensure the credibility and reliability of the study’s findings. The methodology adopted was carefully chosen to capture the impact of monetary policy on the Nigerian Banking Sector, with a particular focus on the activities of the Central Bank of Nigeria (CBN).

3.2 RESEARCH DESIGN
The study employs a descriptive and explanatory research. The descriptive aspect enables the researcher to present a factual account of trends, patterns and movements in monetary policy variables and banking sector performance over the defined period. The explanatory dimension allows the researcher to explore causal relationships between variables particularly how specific monetary policy instruments influence bank performance indicators such as profitability, liquidity and credit creation.
   The mixed design is particularly relevant in the context of this study because it allows for the analysis of existing secondary data over a longitudinal time frame. It provides the framework for collecting and analyzing historical financial data and monetary policy trends in a structural and objective manner making it possible to draw meaningful conclusions that can inform policy recommendations. 

3.3 POPULATION OF THE STUDY
The population of the study includes all Deposit Money Banks (DMBs) licensed by the Central Bank of Nigeria (CBN) to operate within the Nigerian financial system between 2015 and 2024. The population also extends to key publications and regulatory documents from the CBN, which serves as the primary authority in the formulation and implementation of monetary policy in Nigeria.
As of 2024, the Nigerian banking sector comprises over 20 commercial banks, ranging from Tier-1 institutions with large asset bases to smaller regionally focused banks including the CBN in the population is essential as its monetary policy decisions directly shape the operational and financial environments within which banks function.
3.4 SAMPLE SIZE AND SAMPLING TECHNIQUES
Given the expansive nature of the banking industry, this study adopts a purposive sampling techniques to select a representative subset of five (5) leading commercial banks in Nigeria. The banks were chosen based on specific criteria such as asset base profitability, national and international reach and data availability. The selected banks are:
· First Bank of Nigeria Plc
· Zenith Bank Plc
· Access Bank Plc
· United Bank for Africa (UBA) Plc
· Guaranty Trust Bank Plc
This sampling techniques is suitable for the study as it allows the inclusion of banks that have consistently contributed to the stability and growth of the financial sector. The banks have also have consistently affected by changes in monetary policy, making them ideal for assessing the policy’s effects over the review period.
3.5 METHODS OF DATA COLLECTION
The study relies exclusively on secondary data sources which are appropriate for a study of this nature and scope, Data were source from:
· Annual Reports and Statistical Bulletins of the Central Bank of Nigeria (CBN)
· Audited Financial Statement of the selected commercial banks
· Publications from the Nigerian Deposit Insurance corporation (NDLC)
· Nigeria Inter-Bank settlement system (NIBSS) data reports
· Scholarly journals, books and financial policy documents
The secondary data used in this study focus on macroeconomic indicators (such as inflation and interest rates) monetary policy instruments (Such as cash Reserve Ratio, Liquidity Ratio and monetary policy rate) and specific performance metrics (such as return on equity, return on assets and loan to deposit ratios).
This approach ensures the collection of verifiable, credible and unbiased data over a sustained period, enabling the researcher to observe long-term effects and pattern that may not evident in short-term analysis.
3.6 METHODS OF DATA ANALYSIS
The data collected were analyzed using both descriptive and inferential statistical tools. The analytical process was executed using Statistical Package for the Social Science (SPSS) and Microsoft Excel. The analysis included the following:
· Descriptive Statistics: To provide summaries and insights into the trends of key variable over the study period. Measures such as mean, standard deviation, minimum and maximum values were used.
· Correlation Analysis: To examine the strength and direction of the relationship between monetary policy instruments and bank performance indicators.
· Multiple Regression Analysis: To test the effect of various monetary policy instruments (independent variables)
This analytical framework supports the study’s goal of identifying significant trends and casual linkages. The use of multiple regression in particular allows for controlling the effects of multiple variables and strengthens the reliability of findings.
3.7 LIMITATIONS TO METHODOLOGY 
Despite the robust methodology certain limitations were encountered:
· Data Gaps: some financial records and policy document were either incomplete or unavailable for certain years or banks. The requires careful data cross – checking and verification from multiple sources.
· Scope Restrictions: The purposive sampling of fine banks while practical may limit the ability to generalize the findings across the entire banking industry.
· Exclusive Use of Secondary data: This means that primary data (such as interview or surveys) were net used which could have provided deeper qualitative insights,
Nevertheless, the data used are credible and widely accepted within the academic and policy research communities. Every effort was made to ensure accuracy, relevance and objectivity in data sourcing and analysis.

















CHAPTER FOUR
4.0 DATA PRESENTATTION, ANALYISIS AND INTERPREATTION
This chapter presents and analyzes data related to the effects of monetary policy on the Nigerian banking sector from 2015 to 2024. The analysis aligns with the research questions and objectives. The aim is to uncover how key monetary policy tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR) and Liquidity Ratio have influenced the performance, credit activities and resilience of deposit money banks. Tables and interpretations are presented to visualize trends and support critical analysis.
4.1 DATA PRESENATION 
This section provides raw and organized data on monetary policy tools (MPR, CRR, Liquidity Ratio) and banking sector performance indicator (RDE, LDR, NPC) from 2015 to 2024.
Table 4:1 : Monetary Policy Instrument (2015-2014)
	Year
	MPR (%)
	CRR (%)
	Liquidity Ratio (%)

	2015
	13.0
	20.0
	30.0

	2016
	14.0
	22.5
	30.0

	2017
	14.0
	22.5
	30.0

	2018
	13.5
	22.5
	30.0

	2019
	13.5
	22.5
	30.0

	2020
	12.5
	27.5
	30.0

	2021
	11.5
	27.5
	30.0

	2022
	13.0
	32.5
	30.0

	2023
	14.5
	32.5
	30.0

	2024
	15.0
	32.5
	30.0



Interpretation:
The MPR and CRR have experienced significant fluctuation over the period, particularly from 2020 onward due to the global economic downturn and inflationary pressures. These shifts reflect the Central Bank’s efforts to control inflation, stabilize the exchange rate and manage liquidity in the banking system.

Table 4.2: Banking Sector Performance Indicator (2015-2024)
	Year
	RDE(%)
	LDR (%)
	NPL (%)

	2015
	12.5
	65.0
	5.5

	2016
	11.8
	62.0
	6.3

	2017
	13.5
	66.5
	5.0

	2018
	14.1
	70.0
	4.8

	2019
	15.3
	74.0
	4.5

	2020
	13.0
	68.5
	6.7

	2021
	12.5
	66.0
	6.2

	2022
	14.2
	72.3
	5.0

	2023
	15.0
	75.0
	4.2

	2024
	16.3
	77.5
	4.0


 
Interpretation:
· Return on Equity (EOE) declined during economic hardship in 2020 but recovered as banks adjusted their strategies.
· Loan to Deposit Ratio (LDR) steadily increased, reflecting rising credit activities.
· Non-Performing Loans (MPLs) spiked during the pandemic but improved as the economy stabilized.
4.2 DATA ANALYSIS
The analysis compares the changes in monetary policy tools with key banking indicators to evaluate relationships and patterns.

Research Question 1: Relationship Between Policy and Bank Performance
· As CRR increased post 2020, ROE initially dropped showing reduced profitability due to limited lending capacity.
· A slight rise in MPR also correlated with tighter credit but was later absorbed b credit but was later absorbed by adaptive banking strategies.
                         Research Question 2: Impact on Credit and Liquidity
· Despite rising CRR< LDR Steadily increased from 65% to 77.5% suggesting active credit expansion. 
· The liquidity Ratio remained at 30% meeting CBN’s benchmark Implying was preserved
Research Question 3: Challenges Faced by Banks
· Spike in NPLs during 2020-2021 due to Covid related defaults.
· Difficulty in rapid adjustment to changing CRR rates.
· Smaller banks were affected by tightening monetary conditions.

Research Question 4: Strategies for Improvement 
· Suggest Predictable and gradual changes in policy tools
· Enhance digital 
· Enhance digital and credit risk tools in banks.
· Increase Stakeholder Consultation before policy adjustment s.

4.3 DATA INTERPRETATION 
The Interpretation findings reflect that:
· Monetary Policy directly affects bank profitability and credit activity
· Despite stricter policies, the banking sector showed resilience and adaptability
· Challenges such as high CRR and unpredictable policy timing created stress especially during economic shocks 
· There is need for policy fine tuning that balance inflation control and credit availability





      HYPOTHESIS TESTING TABLE 

	HYPOTHESIS
	FOCUS
	DECISION 

	Ho1
	Policies instrument vs bank performance (ROE)
	Rejected (Accepted H11)

	Ho2
	Policy changes vs credit liquidity (LDR)
	Rejected (Accepted H12) 

	Ho3
	Challenges faced by banks  
	Rejected (Accepted H1 )

	Ho4
	Effectiveness of improvement strategies 
	Rejected (Accepted H14)









CHAPTER FIVE
5.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 SUMMARY OF FINDING
This study investigated the effects of monetary policy on the Nigerian banking sector using the Central Bank of Nigeria (CBN) as a case study over the period 2015 to 2024. The research was guided by four key questions focusing on the relationship between monetary policy instruments and bank performance, te impact on credit creation and liquidity, challenges faced by banks and strategies to improve monetary policy effectiveness.
The analysis revealed several important findings:
· Monetary Policy instrument, such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR) and liquidity of deposit money banks in Nigeria. Variations in these instruments affects interest rates, loanable funds and ultimately, profitability and capital adequacy of banks.
· Changes in Monetary Policy directly impact credit creation and liquidity. Tight monetary policy (e.g Increased CRR or MPR) often restricts credit availability and reduces liquidity within the banking the opposite effect. 
· Challenges Faced by banks in responding to monetary policy include regulatory constraints, inconsistent policy implantation, high inflation rates and unstable macroeconomics conditions. These factors hinder the ability of banks to plan and align operations with policy adjustment effectively.
· Several Strategies were identified to improve monetary policy effectiveness including enhanced coordination between fiscal and monetary authorities, increased transparency from the CBN, adoption of more flexible policy frameworks and improved data analytics to forecast policy outcomes.

5.2 CONCLUSION
The study concludes that monetary policy remains a vital tool in influencing the operations and stability of the Nigerian banking sector. Effective deployment of monetary policy instruments can promote financial sector development, enhance bank performance, and contribute to overall economic stability. However, the dynamic and often volatile economic environment in Nigeria necessitates a more adaptive and responsive monetary policy approach. 
Strengthening the institutional capacity of the CBN, ensuring consistency in policy implementation, and addressing external economic shocks are critical to achieving desired outcome in the banking sector.

5.3 RECOMMENDATIONS
Based on the findings of this study, the following recommendations are made:
I. Strengthen Policy Coordination: The Central Bank of Nigeria should work closely with the Ministry of finance Macroeconomic Management 
II. Promote policy Transparency and Predictability: Regular communication and clarity on policy directions will help banks make informal decisions and reduce uncertainty in the financial markets.
III. Adopt a Flexible Monetary Policy framework: The CBN should consider using a hybrid approach that combine rule-based and discretionary polices to respond more effectively to changing economic conditions. 
IV. Capacity Building For Banks: Deposit money banks should invest in risk management, policy analysis, and economic forecasting tools to better adapt to monetary policy shifts. 
V. Macroeconomic Stability: Government efforts should be intensified to maintain low inflation, stable exchange rates and fiscal discipline to complement monetary policy goals. 
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