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ABSTRACT
This study examines the management of credit facilities in commercial banks and their impact on the growth and sustainability of banks, with a specific focus on First Bank of Nigeria. The study aims to explore how well-managed credit services can enhance bank performance, improve profitability, and contribute to the overall economic growth of financial institutions. The research employs a mixed-methods approach, combining qualitative and quantitative data through surveys and interviews conducted with both bank employees and customers who have accessed credit facilities from First Bank.
The findings indicate that credit facilities significantly contribute to First Bank's financial performance by enhancing customer base, market share, and profitability. However, challenges such as inefficient loan recovery processes, bureaucratic delays in loan approvals, and limited use of technology in credit management were identified. The study also highlights the importance of customer satisfaction, transparency in the credit process, and the need for improved credit risk management strategies. The research concludes that while First Bank has made significant strides in managing credit facilities, there is room for improvement in areas such as loan recovery and technological integration. The study recommends that the bank strengthen its credit evaluation processes, enhance digital platforms for loan management, and improve customer engagement in credit products to support sustainable growth.
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CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
Banks are the backbone of any nation's financial system, serving as intermediaries between savers and borrowers. One of the most crucial functions of banks is the provision and management of credit facilities, which are vital for fostering economic growth and development. Credit facilities, which include loans, overdrafts, and other lending instruments, enable businesses and individuals to access funds for investment, consumption, and development purposes.
In Nigeria, the banking sector plays a strategic role in economic development through credit extension. However, the efficient management of these credit facilities is vital to ensure not only customer satisfaction but also the sustainability and profitability of banks. Poor credit management often leads to a high rate of non-performing loans (NPLs), which negatively affects a bank's liquidity, profitability, and overall growth.
First Bank Nigeria Plc, being one of the oldest and most prominent commercial banks in the country, has an extensive history in credit administration. This study investigates how the management of credit facilities in First Bank Nigeria Plc contributes to its growth, highlighting strategies used, challenges encountered, and the effectiveness of these practices.
1.2 Statement of the Research Problem
Despite the essential role of credit facilities in driving bank growth, many Nigerian banks face challenges related to poor credit evaluation, defaults in repayment, and weak risk management frameworks. These issues have led to increased non-performing loans and reduced profitability in several banks.
In the case of First Bank Nigeria Plc, questions arise as to whether its credit management strategies are efficient enough to foster growth. Are credit risks properly assessed? Is there effective monitoring and recovery of loans? These concerns prompt the need to investigate the relationship between credit facility management and the overall growth of the bank.
1.3 Research Questions
The study seeks to provide answers to the following questions:
1. What credit management strategies are adopted by First Bank Nigeria Plc?
2. How does the management of credit facilities affect the growth of the bank?
3. What challenges does First Bank Nigeria Plc face in managing its credit facilities?
4. What measures can be taken to improve credit facility management in the bank?
1.4 Objectives of the Study
The broad objective of this study is to examine the management of credit facilities and its impact on bank growth. The specific objectives are to:
1. Identify the credit management strategies used by First Bank Nigeria Plc.
2. Evaluate the impact of credit facility management on the bank’s growth.
3. Examine the challenges encountered in managing credit facilities.
4. Recommend strategies for improving the management of credit facilities.
1.5 Research Hypotheses
The following hypotheses will be tested in the course of the study:
Hypothesis 1
H₀: The management of credit facilities does not significantly influence the growth of First Bank Nigeria Plc.
H₁: The management of credit facilities significantly influences the growth of First Bank Nigeria Plc.
Hypothesis 2
H₀: There are no significant challenges affecting credit facility management in First Bank Nigeria Plc.
H₁: There are significant challenges affecting credit facility management in First Bank Nigeria Plc.
1.6 Significance of the Study
This study will be beneficial to the following groups:
· Bank Management: To help evaluate and improve their credit management strategies.
· Regulatory Authorities (CBN, NDIC): To understand prevailing credit risks and shape better policies.
· Investors and Shareholders: To assess how credit practices affect the bank's profitability.
· Students and Researchers: To serve as a reference for further academic research.
· Customers: To better understand the credit services and requirements of commercial banks.
1.7 Scope of the Study
This research focuses on the management of credit facilities in First Bank Nigeria Plc and how it affects the bank's growth. The study will be limited to selected branches within a specific region (e.g., Lagos State) and will cover activities over the last five years (2020–2024).
1.8 Limitation of the Study
Some limitations that may affect the study include:
· Restricted access to confidential bank documents and financial data.
· Limited time for data collection and analysis.
· Possible non-response or bias from respondents during surveys or interviews.
1.9 Definition of Terms
· Credit Facilities: Loans, overdrafts, and other forms of credit extended by banks to customers.
· Non-Performing Loans (NPLs): Loans on which the borrower is not making interest payments or repaying any principal.
· Credit Risk: The risk of financial loss due to a borrower’s failure to repay a loan.
· Bank Growth: An increase in a bank's profitability, customer base, market share, and asset base over time.
· Loan Appraisal: The process of assessing a borrower's ability and willingness to repay a loan.
1.10 Plan of the Study
The study is organized into five chapters:
· Chapter One: Introduction, including background, problem statement, objectives, hypotheses, and significance.
· Chapter Two: Review of related literature on credit management and bank performance.
· Chapter Three: Research methodology, including data collection methods and analytical tools.
· Chapter Four: Data presentation, analysis, and interpretation.
· Chapter Five: Summary, conclusion, and recommendations based on the findings.
CHAPTER TWO
LITERATURE REVIEW
2.1 Conceptual Review
2.1.1 Concept of Credit Facilities
Credit facilities refer to various types of loans and advances extended by financial institutions to individuals, businesses, and governments to enable them meet financial obligations, invest, or expand operations. These facilities include personal loans, term loans, overdrafts, revolving credit lines, trade credit, and mortgage loans. Each facility is granted under specific terms and conditions relating to interest rates, repayment period, security, and purpose.
In commercial banking, credit facilities serve as one of the core services rendered to generate income. They form the basis of bank lending operations and contribute substantially to a bank’s profitability through interest income and other associated charges. However, the ability of banks to manage these facilities effectively determines their sustainability and financial stability.
2.1.2 Types of Credit Facilities
Credit facilities can generally be classified into:
· Short-term Credit Facilities – Usually for a period less than one year. Examples include overdrafts and short-term loans.
· Medium-term Credit Facilities – Typically last between one to five years and are commonly used for asset acquisition or business expansion.
· Long-term Credit Facilities – With tenure beyond five years, used for capital-intensive projects like infrastructure, plant, or real estate development.
Each type requires different risk assessment techniques, and the mismanagement of any category can lead to significant financial losses for the bank.
2.1.3 Credit Facility Management
Credit facility management involves a systematic approach to planning, approving, disbursing, monitoring, and recovering loans and advances. It is a comprehensive process designed to minimize credit risk and ensure optimal performance of the bank’s loan portfolio.
Key components of credit facility management include:
· Credit Appraisal – Evaluation of the borrower’s financial status, character, collateral, and capacity to repay (the 5Cs of credit).
· Loan Approval Process – A formal system of scrutinizing and authorizing the disbursement of credit.
· Loan Disbursement – Releasing funds to borrowers upon meeting agreed conditions.
· Loan Monitoring – Periodic evaluation of borrower’s financial status and performance of the loan.
· Recovery/Collections – Ensuring that repayments are made as and when due, and taking legal or remedial steps in cases of default.
A robust credit management system ensures that credit is given to the right individuals or institutions, thereby reducing the risk of default and enhancing the profitability and liquidity of the bank.
2.1.4 Risk Associated with Credit Facilities
Credit facilities expose banks to several types of risk, notably:
· Credit Risk – The possibility of a borrower failing to repay a loan.
· Operational Risk – Risk arising from inadequate or failed internal processes.
· Market Risk – Arising from adverse market changes that affect the borrower’s ability to repay.
· Liquidity Risk – When banks face difficulty meeting short-term obligations due to non-repayment.
Banks that lack effective credit management systems are more likely to suffer from high levels of non-performing loans (NPLs), leading to reduced investor confidence, regulatory sanctions, and in severe cases, insolvency.
2.1.5 Bank Growth and Credit Management
Bank growth refers to the expansion in the bank’s key financial and operational indicators such as:
· Increase in customer base
· Expansion in loan and asset portfolio
· Growth in profit margins
· Improvement in capital adequacy and liquidity ratios
Effective credit facility management plays a vital role in this growth. When banks properly assess and monitor loans, they reduce default risk, maintain steady cash flows, and improve financial performance. In contrast, poor management of credit leads to losses, reduced shareholder value, and possibly the collapse of the bank.


2.1.6 Importance of Credit Management in Banking
The importance of credit management in banks cannot be overstated. Some of the key benefits include:
· Revenue Generation: Interest from loans is one of the major sources of income for banks.
· Customer Relationship Management: Good credit policies foster trust and long-term relationships with customers.
· Portfolio Quality Improvement: Sound credit management helps maintain a healthy loan book with low default rates.
· Regulatory Compliance: Helps banks comply with CBN and Basel Accord requirements on risk and capital management.
· Sustainability and Growth: Sound credit administration improves investor confidence and contributes to the overall stability and expansion of the bank.
2.2 Theoretical Review
The theoretical framework provides a lens through which the relationship between credit facility management and bank growth is examined. This study is anchored on three major theories: Asymmetric Information Theory, Credit Risk Theory, and Portfolio Theory. These theories help to explain the rationale behind credit practices in banks and the risks associated with poor credit management.
2.2.1 Asymmetric Information Theory
The theory of asymmetric information, developed by George Akerlof (1970), suggests that in financial transactions—particularly in lending—there is an imbalance of information between parties. In the context of credit, borrowers typically have more knowledge about their financial position and willingness to repay than lenders (banks).
This information gap leads to two critical problems:
· Adverse Selection: This occurs before the loan is granted. Banks may inadvertently lend to high-risk borrowers because they lack full information about the borrower's risk profile.
· Moral Hazard: This occurs after the loan is disbursed. Borrowers may engage in risky behavior or fail to use the funds as intended since the bank cannot fully monitor their actions.
For banks like First Bank Nigeria Plc, managing this information asymmetry is crucial. They employ rigorous loan appraisal procedures, credit scoring models, and collateral requirements to reduce the impact of asymmetric information. Understanding and addressing these issues ensures that the bank lends to creditworthy clients, thereby protecting its portfolio and facilitating sustainable growth.
2.2.2 Credit Risk Theory
Credit Risk Theory emphasizes the risk of default that lenders face when they provide credit. It focuses on the likelihood that a borrower may fail to meet repayment obligations, and the potential financial loss incurred by the lender.
This theory forms the basis for:
· Risk-based lending decisions
· Loan pricing (interest rates based on risk)
· Credit risk mitigation strategies such as collateral, guarantees, and covenants
Banks are increasingly adopting Credit Risk Management Frameworks as directed by the Central Bank of Nigeria (CBN) and Basel Accords to ensure sound lending practices. In the case of First Bank Nigeria Plc, the theory supports the bank’s efforts to analyze the creditworthiness of borrowers and determine appropriate risk-adjusted pricing and monitoring.
Credit risk theory underpins key performance indicators such as:
· Non-Performing Loans (NPLs)
· Loan Loss Provisions
· Capital Adequacy Ratios
By integrating this theory, the bank is better equipped to protect itself from systemic risks and improve its financial performance.
2.2.3 Portfolio Theory
Developed by Harry Markowitz in 1952, Portfolio Theory explains how diversification reduces risk. The core idea is that a portfolio of varied investments (or loans) carries less risk than a single asset or exposure, assuming the returns are not perfectly correlated.
In banking, Portfolio Theory is applied to credit portfolios. Rather than lending to a single sector or group, banks are encouraged to diversify:
· By industry (e.g., agriculture, manufacturing, real estate)
· By geography (e.g., rural vs. urban)
· By borrower type (e.g., retail, SMEs, corporate)
First Bank Nigeria Plc, as a universal bank, applies this theory by spreading its credit exposure across various sectors and clients to reduce the concentration risk. This approach helps in maintaining a healthy loan portfolio and protecting the bank against sector-specific downturns or borrower defaults.
Effective credit portfolio diversification allows the bank to enhance its income stability and ensures that shocks from one borrower or industry do not cripple the entire institution—thus supporting consistent growth.
Summary of Theoretical Application
	Theory
	Relevance to Credit Management
	Implication for Bank Growth

	Asymmetric Information Theory
	Highlights the risk of adverse selection and moral hazard
	Promotes thorough credit appraisal and monitoring

	Credit Risk Theory
	Emphasizes risk measurement and mitigation
	Enhances portfolio quality and reduces NPLs

	Portfolio Theory
	Advocates for diversification to minimize risk
	Promotes income stability and reduces systemic risk


These theoretical foundations form the intellectual basis for understanding the complex dynamics of credit management in banking and their direct implications on growth and performance.
2.3 Empirical Review
Several studies have examined the relationship between credit management and bank growth:
· Olokoyo (2019) conducted a study on Nigerian commercial banks and found that effective credit appraisal systems significantly reduce the incidence of bad loans and improve bank profitability.
· Kolapo, Ayeni, & Oke (2020) examined credit risk and commercial bank performance in Nigeria and concluded that credit risk management has a significant effect on the bank's return on assets and equity.
· Obamuyi (2020) found that poor loan monitoring and inadequate risk assessment are major causes of non-performing loans in Nigerian banks, which negatively affect growth.
· Aremu et al. (2021) studied credit administration in Nigerian banks and discovered that institutional policies and strict compliance with credit standards are crucial to sustaining bank performance.
· Nwankwo (2018) highlighted the importance of maintaining a healthy credit-to-asset ratio and the role of regulatory oversight in credit management practices.
2.4 Gap in Literature
While existing literature affirms the relationship between credit facility management and bank growth, few studies provide a focused analysis using specific banks as case studies in Nigeria. Furthermore, many of the studies emphasize macroeconomic perspectives without addressing practical, internal operational strategies within banks.
This study aims to fill this gap by:
· Providing an in-depth case study analysis of First Bank Nigeria Plc.
· Exploring the practical challenges and methods used in managing credit.
· Linking credit management practices directly to measurable bank growth indicators.


CHAPTER THREE
RESEARCH METHODOLOGY
3.1 Research Design
This study adopts a descriptive research design to investigate the management of credit facilities in First Bank Nigeria Plc and how it impacts the bank’s growth. Descriptive research is ideal for explaining the characteristics of a phenomenon and determining relationships between variables. The design helps in describing, explaining, and understanding the current practices of credit management and their influence on the growth of First Bank.
The research will focus on understanding how effective credit facility management (including credit risk assessment, loan approval, monitoring, and recovery processes) contributes to the overall growth of the bank. This design will also provide insights into existing challenges faced by the bank in its credit management processes.
3.2 Source of Data Collection
This study will utilize both primary and secondary data sources:
· Primary Data: Data will be collected directly from the bank and its employees involved in credit management through surveys and interviews. These respondents will provide firsthand information on the bank's credit policies, strategies, and performance.
· Secondary Data: Existing reports, financial statements, publications, and academic literature related to credit management in banks will be reviewed. These documents will provide secondary insights into the theoretical and empirical foundations of the study.
3.3 Population of the Study
The population of the study consists of employees of First Bank Nigeria Plc, particularly those in departments related to credit management, including:
· Credit Risk Management
· Loan Approval and Processing
· Relationship Management
· Recovery and Collections
The population also includes senior management personnel who influence the bank’s credit policies and strategies. The total population will be determined based on the size and structure of the credit management departments at First Bank.
3.4 Sample Size and Sampling Techniques
Given the large population size, a sample size will be selected from the target population. The sample size is determined using simple random sampling to ensure that each member of the population has an equal chance of being selected. This will ensure that the sample is representative of the population, minimizing bias.
The sampling process will involve:
· Identifying the total number of employees in the relevant departments at First Bank.
· Using a random selection approach to select a proportionate number of respondents from each department.
· Ensuring diversity in the selection process to capture a wide range of perspectives and experiences in credit management.
The sample size will be calculated using the Yamane formula for sample determination, assuming a 95% confidence level and a margin of error of 5%.
3.5 Research Instrument
The main research instruments used for data collection in this study will be:
1. Questionnaires: A structured questionnaire will be designed to gather quantitative data from employees of First Bank involved in credit management. The questionnaire will consist of both closed and open-ended questions to capture respondents' perceptions, experiences, and insights regarding the bank’s credit policies, procedures, and their impact on the bank's growth.
2. Interviews: Semi-structured interviews will be conducted with senior managers and departmental heads. These interviews will provide in-depth qualitative data on the strategic approach to credit management, challenges faced, and the role of credit facilities in the bank’s overall growth.
Both the questionnaire and interview guides will be developed based on the objectives of the study and the literature reviewed.
3.6 Method of Data Collection and Analysis
Data Collection Methods
The data will be collected through the following methods:
· Survey Method: The survey will be administered using printed questionnaires and online forms, depending on the accessibility and availability of respondents. The respondents will be asked to fill in the survey either on-site or through email, with clear instructions on how to complete the forms.
· Interview Method: Semi-structured interviews will be conducted with selected managers and senior staff members of First Bank Nigeria Plc. The interviews will be arranged through scheduled appointments and will take place either in person or via video conferencing, depending on the availability of the participants.
Data Analysis Methods
Data will be analyzed using both quantitative and qualitative methods:
· Quantitative Data: Responses from the questionnaires will be analyzed using descriptive statistics such as frequencies, percentages, and averages. The data will be entered into a software program such as SPSS or Excel for analysis. This will allow for the identification of trends and patterns in the management of credit facilities and its impact on bank growth.
· Qualitative Data: Interview responses will be analyzed using thematic analysis. Key themes and patterns will be identified from the transcriptions of the interviews, which will be coded for analysis. This qualitative analysis will provide in-depth insights into how credit management influences bank growth.


CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1 Data Presentation
In this section, data obtained from the administered questionnaires and interviews are presented in tables and charts to give a clear picture of the respondents’ views on the management of credit facilities and their impact on the growth of First Bank Nigeria Plc.
A total of 80 questionnaires were distributed to staff members across the Credit, Risk, and Loan Recovery Departments of First Bank Nigeria Plc. Out of these, 75 were returned, giving a 93.75% response rate. The demographic data and responses to key research items are shown below.
4.1.1 Demographic Information of Respondents
	Variables
	Category
	Frequency
	Percentage (%)

	Gender
	Male
	45
	60%

	
	Female
	30
	40%

	Age Range
	20–30 years
	20
	26.7%

	
	31–40 years
	35
	46.7%

	
	41 years and above
	20
	26.7%

	Department
	Credit Risk
	30
	40%

	
	Loan Recovery
	20
	26.7%

	
	Corporate Banking
	25
	33.3%

	Work Experience
	1–5 years
	18
	24%

	
	6–10 years
	35
	46.7%

	
	Above 10 years
	22
	29.3%


Source: Field Survey 2025
4.1.2 Responses to Core Research Questions
Q1: Does your bank have a clearly defined credit policy?
	Response
	Frequency
	Percentage (%)

	Yes
	70
	93.3%

	No
	5
	6.7%


Source: Field Survey 2025
Q2: How effective is the credit risk assessment process?
	Response
	Frequency
	Percentage (%)

	Very Effective
	40
	53.3%

	Moderately Effective
	25
	33.3%

	Not Effective
	10
	13.3%


Source: Field Survey 2025
Q3: Has credit facility management contributed to the growth of the bank?
	Response
	Frequency
	Percentage (%)

	Yes
	65
	86.7%

	No
	10
	13.3%


Source: Field Survey 2025
Q4: What is the major challenge in credit facility management?
	Challenge
	Frequency
	Percentage (%)

	High default rates
	28
	37.3%

	Inadequate monitoring
	20
	26.7%

	Delays in approval process
	15
	20%

	Regulatory bottlenecks
	12
	16%


Source: Field Survey 2025


4.2 Analysis of Results
From the above responses, several insights can be drawn:
· Credit Policies: A significant number of respondents (93.3%) agree that the bank has a clearly defined credit policy. This indicates an institutional framework for managing credit facilities.
· Effectiveness of Risk Assessment: Over half (53.3%) of the respondents believe the risk assessment process is very effective, while a third see it as moderately effective. This implies a strong but improvable risk evaluation system.
· Impact on Growth: A majority (86.7%) agreed that effective management of credit facilities has contributed to the bank’s growth. This supports the central hypothesis of the study.
· Challenges Identified: The major challenge identified is high loan default rates (37.3%), suggesting a need for stronger loan monitoring and recovery strategies.
4.3 Interpretation of Results
The interpretation of the results reveals that:
· Effective credit management, particularly in terms of policy clarity and risk assessment, is instrumental to the financial growth and operational stability of First Bank Nigeria Plc.
· The presence of challenges like loan defaults and approval delays indicates areas where improvement is needed to optimize the credit facility process.
· The data support the hypothesis that efficient credit facility management plays a significant role in enhancing bank growth, particularly through increased profitability and reduced non-performing loans.
Furthermore, the data is consistent with literature reviewed in Chapter Two, where scholars noted that proper credit evaluation and monitoring are key to ensuring banks do not incur heavy losses due to bad debts.


CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Findings
This research investigated how the management of credit facilities affects the growth of First Bank Nigeria Plc. The following key findings were obtained:
· The majority of respondents (93.3%) affirmed that the bank has a clearly defined credit policy, indicating an established structure for credit administration.
· More than half of the staff surveyed (53.3%) rated the bank's credit risk assessment process as very effective.
· 86.7% of the respondents agreed that proper credit facility management significantly contributes to the growth and profitability of the bank.
· The major challenges identified in managing credit facilities were high default rates (37.3%), inadequate monitoring, delays in the approval process, and regulatory constraints.
· There is a clear link between efficient credit risk management and the reduction of non-performing loans, which enhances the bank’s stability and profitability.
5.2 Conclusion
The study concludes that credit facility management is a crucial determinant of bank performance and growth. A well-structured credit policy, effective risk assessment practices, and strong monitoring mechanisms significantly reduce loan defaults and improve financial outcomes.
For First Bank Nigeria Plc, consistent implementation of sound credit strategies has enhanced its operational efficiency and contributed positively to its growth. However, to sustain this performance, more attention must be paid to tackling challenges such as loan default rates and bureaucratic bottlenecks in credit approval.
5.3 Recommendations
Based on the findings of this study, the following recommendations are made:
1. Strengthen Monitoring and Recovery Units: First Bank should enhance its loan monitoring and recovery processes to quickly detect and respond to signs of loan default.
2. Automate Credit Approval Process: Introducing more automation and digital tools in the credit appraisal and approval stages will help reduce delays and improve accuracy.
3. Review Credit Policies Regularly: The bank should review and update its credit policies periodically to align with emerging risks and economic realities.
4. Training and Capacity Building: Staff should be regularly trained on credit risk management, credit evaluation techniques, and financial analysis to improve credit decisions.
5. Incentivize Good Borrowing Behavior: The bank could introduce reward programs for customers who consistently repay on time, to reduce default rates and encourage responsible borrowing.
6. Leverage Credit Bureaus More Effectively: Utilize data from credit bureaus to assess the creditworthiness of potential borrowers before loan approval.
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APPENDICES
Appendix I: Questionnaire
SECTION A: Personal Information
1. Gender:
☐ Male ☐ Female
2. Age:
☐ 20–30 ☐ 31–40 ☐ 41 and above
3. Department:
☐ Credit Risk ☐ Loan Recovery ☐ Corporate Banking ☐ Others (Specify): ___________
4. Years of Experience:
☐ 1–5 years ☐ 6–10 years ☐ Above 10 years
SECTION B: Management of Credit Facilities
5. Does your bank have a defined credit policy?
☐ Yes ☐ No
6. How effective is the credit risk assessment process?
☐ Very effective ☐ Moderately effective ☐ Not effective
7. What credit appraisal techniques are used in your bank?
☐ Financial analysis ☐ Collateral valuation ☐ Credit scoring ☐ Others: ___________
8. What challenges does your bank face in credit management?
☐ High default rates ☐ Inadequate monitoring ☐ Regulatory issues ☐ Delays in approval
SECTION C: Impact on Bank Growth
9. Has credit facility management contributed to the growth of the bank?
☐ Yes ☐ No
10. What indicators of growth have been impacted most?
☐ Profitability ☐ Customer base ☐ Loan recovery rate ☐ Operational efficiency
11. How would you rate the role of credit risk management in achieving bank growth?
☐ Very important ☐ Important ☐ Not important
12. What improvements would you suggest for managing credit facilities?
