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CHAPTER ONE

INTRODUCTION
1.1   
Background to the study

Capital Structure decision can be regarded as the combination of debt and equity that a bank uses   to finance its business (Damodaran, 2013), its importance is that it is tightly related to the ability of banks to fulfil the goals of various stakeholders. Since the famous proposition of Modigliani and Miller (2012) that, in perfect capital markets, capital structure choice is irrelevant to firm value, considerable research has been undertaken to identify the nature of market frictions likely to affect firm value. However, such research is typically restricted to non-banks. However, when firms make their financing decisions to obtain the optimal capital structure, they consider the benefits of tax advantages and incentives versus the cost of default. Thus the main arguments for using debt to finance company activities rely on its relative cost. Moreover, issuing debt involves lower administrative costs as it does not necessarily require an underwriter (Pike and Neale, 2014). Kester (2015) differentiated between capital structure and financial structure by affirming that the various means used to raise funds represent the firm’s financial structure, while the capital structure represents the proportionate relationship between long-term debt and equity capital. Therefore, a bank’s capital structure simply refers to the combination of long-term debt and equity financing.


The theory of capital structure is an important reference theory and perhaps, one of the most puzzling issues in corporate finance. The determination of optimal capital structure which maximizes firm’s value has frustrated theoretician for decades (Omojefe, 2014). The early works made numerous assumptions in other to simplify the problem and assumed that both the cost debt and cost of equity were independent of capital structure and that the relevant figure for consideration was the net income of the firm (Osaze, 2015). However a closer looks suggests that the cost of debt and the cost of equity are important and relevant figure for consideration.


Capital structure has been a major issue in financing economic transactions ever since Modigliani and Miller stated in 1958 that given frictionless markets, homogeneous expectations; capital structure decision of the firm is irrelevant. By relaxing the assumptions and analysing their effects, theories seeks to determine whether optimal capital structures exist or not. The relationship between capital structure and firms value has been extensively investigated in the past few decades (Stohs and Maver, 2014).

However, whether or not an optimal capital structure exists in relation to firm value, is one of the most important and complex issues in corporate finance. The corporate sector in the country is characterized by a large number of firms operating in a largely deregulated and increasingly competitive environment.Since1987; financial liberalization resulting from the Structural Adjustment Program changed the operating environment of firms (Ozkan, 2016). The macroeconomic environment has not been conducive for business while both monetary and fiscal policies of government have not been stable. Following the Structural Adjustment Program, lending rate rose to a high side from 1.5 percent in 1980 to a peak of 29.8 percent in 1992; but it declined to 16.9 percent in 2006 (Oladeji & Olokoye, 2014). The high interest rate implies that costs of borrowing went up in organized financial market, thus increased the cost of operations. The Structural Adjustment Program (SAP) came with its conditions, policies that liberalized and opened up the Nigerian economy to the outside world even when the nation’s domestic produce cannot stand in equal comparison to international commodities, causing unfavourable balance of payment as domestic demand for foreign goods increased also led to the high volatility of the exchange rate system thereby rendering business in Nigeria uncompetitive, especially given high cost of borrowing and massive depreciation of Naira, which culminated to increasing rate of Inflation in Nigeria (Patrick, Joseph & Kemi, 2013).
1.2    
Statement of the problem


There are paucity of studies generally on the platform of this topic which has effect on the performance of most corporate bodies even in well-developed economies and other growing economies and in Nigeria in particular. In much anticipation of the researcher, there is little literature yet on this topic, the impact of Capital Structure and effects on corporate performance in Nigeria context. Rather, there are related topics on Determinants of Capital Structure and others like Capital Structure and Firm Performance. This is one- challenging issue that is facing the bank’s choice of Capital Structure mix since the bank has the choice between debt and equity financing, the issue of what is the best ratio has been an issue of debate for several years but that has remained still unsettled in area of corporate finance (Nwankwo, 2014).


The studies on the Impact of Capital Structure on performance of Deposit money banks are still scanty in the context of developed and developing economies. The few studies available in Capital Structure have not investigated the impact of Capital Structure on Performance of Deposit Money Banks but rather have their focus on the decomposed Capital Structure into short term and long term with their summation into total debt. This study aims at contributing in filling this gap by expanding the scope both in period covered and the number of banks included in the data set. Since banks has the choice of using debt or equity financing, there is need to explore the effect of this mix on corporate performance. Oladeji and Olokoye (2014) stated that the choice of Deposit Money Banks deciding on the financing mix in financing for assets and operations through balancing of debt and equity is a serious financing decision. There is  great need to investigate how the determinants of Bank’s financing mix affect the corporate performance of  Deposit Money Banks in Nigeria.

1.3 Research Questions

1. What is capital structure of a bank?
2. What are the effects of capital structure on the performance of deposit money bank?
3. Does capital structure of bank influence the performance of ?
4. What is the relationship between the capital structure and the bank performance?
1.4    
Objective of the study


The main objective of the study is to ascertain the Impact of Capital Structure on the Performance of Deposit Money Banks in Nigeria. The specific objectives are:

i. To examine what capital structure is
ii. To discuss the effect of capital structure on the performance of deposit money bank
iii. To examine whether capital structure influence the performance of deposit money bank.
iv. To investigate the relationship between capital structure and the bank performance
1.5 
Research Hypotheses

The following hypotheses are formulated from the research questions and objectives:

Hypothesis I

Null Hypothesis (H0): There is no significant relationship between the capital structure of deposit money banks in Nigeria and their performance.

Alternative Hypothesis (H1): There is a significant relationship between the capital structure of deposit money banks in Nigeria and their performance.

Hypothesis II
Null Hypothesis (H0): Capital structure does not significantly impact the performance of deposit money banks in Nigeria.

Alternative Hypothesis (H1): Capital structure significantly impacts the performance of deposit money banks in Nigeria.

Hypothesis III
Null Hypothesis (H0): There is no significant influence of capital structure on the performance of deposit money banks in Nigeria.

Alternative Hypothesis (H1): Capital structure significantly influences the performance of deposit money banks in Nigeria.

1.6
Significance of the study

There is no single corporate which can finance its activities with the use of equity alone. However, many companies who are ignorant or have little knowledge of the numerous benefits of debt financing tend to be self-sufficient by using equity or minimizing as much as possible the amount of debt in their capital structure. To some organizations, a Capital Structure is merely a theoretical concept and therefore does not demand or worth formal planning and to some others, its mix does not matter as long as the company makes profit or is profitable overtime. This investigation would change all of that.

The outcome of this research builds on previous works of researchers on the tax shield benefits of debts financing and its effect on the earning per share and share price. Also, its contribution to the field of research on Capital Structure in Nigeria Petroleum Companies is immense as it clarifies the ambiguity in the use of EPS as a measure of performance.
The following persons will benefit greatly from this research investigation:
i. Management: it is be of immense benefit to management of Deposit Money Banks as it points out the desirability of both debt and equity financing at various economic situations. Management is responsible for making investigation and financial decisions in an organization. There for the knowledge of these findings will better equip them to make better decision.

ii. General Public: The stakeholders of any organization comes from the public and the operation of Deposit Money Banks have direct effect on members of the public especially those intending to invest in banking sector, hence the need for them to be aware of the

capital structure decision making.
iii. Business practitioners and investors: This group comprises of the equity investors, bondholders and all other persons who invested in the Various Deposit Money Banks. They need to understand the effect of their decision.

iv. Students and researchers: This research further contributes to the on-going debate on the issue of capital structure.


Finally, the research is valuable and useful to students and researchers in the field of finance. In all, its importance cannot be overemphasized but sufficient to say these few.

1.7
Scope and limitation of the study


This study examines the relationship between capital structure and Guarantee Trust Bank's (GT Bank) performance in Nigeria's banking sector. Focusing on GT Bank, along Taiwo-Oke, Ilorin Kwara State as a case study, it investigates how capital structure decisions impact key performance indicators like return on equity (ROE) and net interest margin (NIM). Through a combination of quantitative financial analysis and qualitative insights from questionnaires, the research aims to provide valuable insights into GT Bank's strategic decision-making processes and their responses to regulatory and market factors influencing capital structure choices.
Limitations of the study

This study was supposed to cover all variables used as indicators of the Capital Structure and Performance of Deposit Money Banks in Nigeria as in regards to collection of adequate data on the interactive effect and relationship of the different variables between Capital Structure and Deposit Money Banks. The intended scope cannot, however, be attained due to the fact that some variables do not have sufficient data that could make significant impact, more also, the research topic limited its scope to the Performance of Deposit Money Banks which is only within banking sector in the Nigerian economy. The objectives were centered in between the capital structure of Deposit Money Bank and the variables used in capturing the Capital Structures are limited to the Capital Structures indicators being used by the Deposit Money Banks in the Nigerian Stock Exchange (NSE). These variables are Bonds, Ordinary shares, Debenture and Preference shares held by each of these Deposit Money Banks. Also, to value the performance of these deposit money banks the Profit after Tax is limited in measuring the growth of these deposit money banks. Although, there are lots of variables to be used in capturing these two sections but for the course of this study, it will concentrate on these variables for just a period of seventeen years.
1.8
Definition of terms

The following are the major terms used in the course of this study and are defined as thus;
i. Bond: It is seen as long term fund of capital structure in which banks offer to the public as an avenue of generating capital for such banks that needs to expand their business activities.
ii. Capital structure: A mix of debt, preferred stock, and common stock with which the firm plans to finance its investments.

iii. Debenture: It is a type of debt instrument that is not secured by physical assets or collateral. 
iv. Debt: They are regarded as firms’ borrowings in which it is divided into short and long term debts that are also part of the capital structure of companies.

v. Equity: It refers to the contributed capital; money originally invested in the business in exchange for shares of stock.

vi. Ordinary Shares: This is a type of fund that is part of the capital structure of a firm in which it is financed out-source through the sales of the firm’s equity right to private individuals or public. 
vii. Preference Shares: More commonly referred to as preferred stock, are shares of a company’s stock with dividends that are paid out to shareholders before common stock dividends are issued. If the company enters bankruptcy, the shareholders with preferred stock are entitled to be paid from company assets first. Most preference shares have a fixed dividend, while common stocks generally do not. Preferred stock shareholders also typically do not hold any voting rights, but common shareholders usually do.

viii. Profit after Tax (PAT): The gain after deducting all expenses from the total sales made by firms is called the profit and after tax rate value has also been deducted from the profit; it is then called profit after tax which measures the performance of firms. 

1.9 Organization of the study
This study is structured into five chapters;

Chapter one is the introduction chapter, which deals with the general overview of the study and in addition, provides brief insight of Capital Structure on the Performance of Deposit Money Banks in Nigeria. Statement of problems, objectives, research questions and hypotheses were structured after the overview of the study. Definition of terms, Scope, Significance and Limitation of the study work were all included in this chapter.

Chapter two discussed the related literatures, conceptual framework, theoretical famework and empirical review 


Chapter three discusses Research Methodology, research design to be adopted, Population of the study, Sample size and Sampling techniques, Research instruments,   method of data analysis techniques.

Chapter four deals with Data presented, analysis and interpretation 

Chapter five deals with summary of findings, conclusion and recommendation   
CHAPTER TWO
LITERATURE REVIEW

2.1 Conceptual Framework
2.1.1
Overview of Deposit Money Banks in Nigeria

According to Harward (2014), the current reforms, which started in 2004 with the banking consolidation program were driven by the need to strengthen the banking sector and make it more relevant in the long run quest for economic development.

According to Imala (2014), beyond the recapitalization of banks, the regulatory reforms also focused on:
i. Risk and rule-based regulatory framework;
ii. Zero tolerance in regulatory framework in data/information rendition/reporting and infractions;

iii. Strict enforcement of corporate governance principles in banking;
iv. Expeditious process for rendering of returns by banks and other financial institutions through E-fass, an automated solution installed by the CBN;

v. Revision and updating of relevant laws for effective corporate governance and ensuring greater transparency and accountability in the implementation of banking laws and regulations, as well as;

vi. The introduction of a flexible interest rate-based framework that made the Monetary Policy Rate the operating target. The new framework has enabled the CBN to be proactive in countering inflationary pressures. The corridor regime has helped to check wide fluctuations in the interbank rates and also engendered orderly development of the money market and payment system reforms, among others

2.1.2 CBN Interventions in the Real Sector of the Economy

In line with its development mandate, the Central Bank of Nigeria has, over the years, identified key priority sectors and developed Special Schemes and Funds for tailored interventions to support and promote growth of the sectors. Some of the key interventions are:


N200   Billion   Small   and   Medium   Enterprises   Credit    Guarantee    Scheme (SMECGS). The purpose of the (SMECGS) is to fast track the development of the manufacturing SME sector of the Nigerian economy by providing guarantee for credit from banks to SMEs and manufacturers.

2.1.3   
Banking System Integration

According to Soludo C. C. (2011), the CBN has taken steps to integrate the banking system into the global best practice in financial reporting and disclosure through the adoption of the International Financial Reporting Standards (IFRS) in the Nigerian banking sector by end-2010. This is aimed at enhancing market discipline and reduction of uncertainties, which limits the risk of unwarranted contagion.

2.1.4
Completion of the Recapitalization Exercise

According to Yasdani (2012), there was need for some rescued banks to merge to strengthen their capital base and remain competitive in the market. Accordingly, five Transaction Implementation Agreements (TIAs) were signed among the banks. The CBN issued a letter of no objection to the banks being acquired to proceed with the merger. The signing of the legally binding TIAs for the five banks and the full capitalization of the three new banks by AMCON resolved the issue of the combined negative asset value of the eight banks rescued by the CBN. Accordingly, the recapitalization of all the five rescued banks that signed the TIAs was completed in 2011.

2.1.4
Effect of the Reforms

The     current     banking     reforms      have      yielded      some     results,     which     include: The reforms have brought about a new mindset to the industry as banks are putting in place best practices in corporate governance and risk management. Transparency and public disclosure of transaction shave remarkably improved.

· According to Soludo (2011) a number of banks have returned to profit and 
improved their balance sheets, as the recent results of their financial statement shave 
shown.
· Banks are gradually resuming lending to the private sector with additional 
liquidity of more than N1.7 trillion injected into the banking system through the 
issuance of AMCON bonds, and significant progress in redirecting credit to the 
power sector and SMEs at single digit interest rates. These initiatives have saved 
and helped create thousands of jobs in the economy.
· A code of corporate governance has been issued by the CBN. The CEO of banks 
shall serve a maximum tenure of 10 years. Furthermore, all CEOs who would have 
served for 10 years by July 31, 2010 ceased to function in that capacity and had 
handed over to their successors.
· Nigerian banks are now key players in the global financial markets with many 
ranking within the top 20 banks in Africa and among the 1000 banks in the world
· The reforms have culminated in moderating the spread between the lending and 
deposit rates to 9.7% as at end December, 2011, from 12.2% in 2010. This has 
contributed to the existing macroeconomic stability in the economy with inflation 
moderating to 10.3% as at end December, 2011.
· The hitherto volatility in the exchange rate witnessed in the foreign exchange market 
has been brought under control. The premium is within the international standard of 
5.0%.
· Thanks to the reforms, there is now greater confidence in the banking system 
with the  exit of distressed banks and adoption of a code of corporate governance.
· Increased widespread use of e-payment services among Nigerians.

2.1.5
Banking Reforms and the Challenges


The Nigerian banking reforms faced some challenges despite its laudable achievements. First and foremost is the wrong perception of the intent of the reforms. The introduction of the new banking model, especially specialised banking (non-interest banking), is intended to broaden the scope of financial services offered by banks in Nigeria. However, it has been given a religious connotation. The wrong perception and stiff resistance to the policy could potentially deter prospective investors in the banking industry (Odufu 2013).

Yet the cash-less policy has faced tremendous resistance, despite its prospect for economic good and development and the global trend in the intensity of usage of e-payment.

The cost of doing business in Nigeria is still high when compared with developed economies or some emerging and   developing   countries   owing   to   the   poor   state   of   infrastructure. That the high growth rate recorded in the last five years has not been inclusive is another challenge. This implies that the growth has not translated into sustainable development. This is responsible for the high unemployment and poverty levels, which inevitably affect the low banking habit in the country.

Hitherto, employee recruitment was merely to comply with regulatory requirement, while training was viewed as a non-revenue function that was costly and unnecessary.

In a nut shell, the Banking sector occupies a vital position in any economy and must be subjected to continuous reforms for it to function efficiently. The modest achievements recorded so far have been largely due to greater collaboration and commitment of purpose among key stakeholders. Thus, the CBN in its efforts to develop a sound and vibrant banking system will continue to strive for the sustenance of reform policy (Murthy 2015).
Capital Structure


The term Capital Structure according to Kennon (2015) refers to the percentage of capital (money) at work in a business by type. There are two forms of capital: equity capital and debt capital. Alfred (2013) stated that a firm’s capital structure implies the proportion of debt and equity in the total capital structure of the firm. Pandey (2012) differentiated between capital structure and financial structure of a firm by affirming that the various means used to raise funds represent the firm’s financial structure, while the capital structure represents the proportionate relationship between long-term debt and equity. The capital structure of a firm as discussed by Inanga and Ajayi (2014) does not include short-term credit, but means the composite of a firm’s long-term funds obtained from various sources. Therefore, a firm’s capital structure is described as the capital mix of both equity and debt capital in financing its assets. However, whether or not an optimal capital structure exists is one of the most important and complex issues in corporate finance.


A critical decision for any business organization is a decision for an appropriate capital structure; the decision is not only because of the need to maximize returns to various organizational constituencies, but on an organization’s ability to deal with its competitive environment. The prevailing argument, originally developed by Modigliani and Miller (1958), is that an optimal capital structure exists which balances the risk of bankruptcy with the tax savings of debt. Once established, this capital structure should provide greater returns to stock holders than they would receive from an all-equity firm. In theory, modern financial techniques would allow top managers to calculate accurately optimal trade-off between equity and debt for each firm. However, in practice; many studies found that most firms do not have an optimal capital structure. This is due to the fact that the managers do not have an incentive to maximize firm’s performance because their compensation is not generally linked to it. Moreover, since managers do not share firm’s profits with shareholders, they are very likely to increase company’s expenditures by purchasing everything they like and surrounding themselves of luxury and amenities. Hence, the main concern of shareholders is ensuring that managers do not waste firm’s resources and run the firm in order to maximize its value, which entails finding a way to solve the principal-agent problem (Bokpin and Isshaq; 2014).

Optimal Capital Structure

The effect of different capital structure and differing business risk are reflected in a firm’s income statement. Operating leverage tends to magnify the effect of fluctuating sales and produce a percentage change in operating income (EBIT) larger than the changes in sales.


Akintoye (2014) examined that in practice, firms tend to use capital structure, preferred stock and common equity with which the enterprise plans to raise needed funds. Since capital structure policy involves a strategic trade- off between risk and expected return, the optimal capital structure policy must seek a prudent and informed balance between risk and return. The firm must consider its business risk, tax positions, financial flexibility and managerial conservatism or aggressiveness. While these factors are crucial in determining the target capital structure, operating conditions may cause the actual capital structure to differ from the optimal capital structure.

The Framework Model

The conceptual framework model is built on the conceptual ideology of Itseuwa and Uwaleke (2014) when they stipulated in their book that the reason for capital structure of every firm is to ascertain the framework of their investment funds used in engagement of their business activities so as to ascertain if the actual capital funds raised could provide profit for the business at the end of each year. It is at this point, the deposit money banks’ performances according Itseuwa and Uwaleke (2014) is being measured by the Profit after Tax. They further expatiate that the flow of deposit money banks’ performance and their capital structure is reviewed on well performance and participation of these Deposit Money Banks (DMB) could out-rightly raise this funds in the Nigerian Stock Exchange (NSE) showing the composition of the DMB’s capital structures raised through the capital market and injected into business to yield profit at the end of the period. 
Debenture and Performance of Deposit Money Banks in Nigeria


If a company needs funds for extension and development purpose without increasing its share capital, it can borrow from the general public by issuing certificates for a fixed period of time and at a fixed rate of interest. Such a loan certificate is called a debenture (Phillips, 2013).


A debenture is a medium to long-term debt format that is used by large companies to borrow money. Most debentures are secured or backed by the borrower’s reputation, credit worthiness or history of the issuer while some are based on the borrower’s assets or collateral and they varies from one country to another. Both firms and governments frequently issue this type of bond to secure capital. Debentures have a more specific purpose, and they are typically issued to raise short-term capital for upcoming expenses or to pay for expansions. They are sometimes called revenue bonds because they may be expected to be paid for out of the proceeds of a new business project (Ibenta,2011). Debentures are offered to the public for subscription in the same way as for issue of equity shares or can also be purchased through a broker. The interest paid to debenture holders is calculated as a charge against profit in the company's financial statements.
2.2

Theoretical Framework

2.2.1
Irrelevant and Relevant Theory of Capital Structure


Modigliani and Miller (MM), (2012) illustrates that under certain key assumptions, firm’s value is unaffected by its capital structure. Capital market is assumes to be perfect in Modigliani and Miller’s world, where insiders and outsiders have free access to information; no transaction cost, bankruptcy cost and no taxation exist; equity and debt choice become irrelevant and internal and external funds can be perfectly substituted. The M-M theory (2012) argues that the value of a firm should not depend on its capital structure. The theory argued further that a firm should have the same market value and the same Weighted Average Cost of Capital (WACC) at all capital structure levels because the value of a company should depend on the return and risks of its operation and not on the way it finances those operations. Miller brought forward the next version of irrelevance theory of capital structure. He appealed that, capital structure decisions of firms with both corporate and personal taxes circumstances are irrelevant (Miller 2012).


If these key assumptions are relaxed, capital structure may become relevant to the firm’s value. So, research efforts have been contributed to relaxing the ideal assumptions and describing the consequences. This theory was criticized on the ground that perfect market does not exist in real life situation. Attempts to relax these assumptions particularly the no bankruptcy cost and no taxation led to the static trade off theory (Miller 2012).

2.2.2
Agency Cost Theory of Capital Structure

This is a theory concerning the relationship between the principal (shareholders) and the agent of the principal (company’s managers). This suggests that the firm can be viewed as a nexus of contracts (loosely defined) between resource holders. An agency relationship arises whenever one or more individual, called principals, hire one or more other individuals, called agents, to perform some service and then delegate decision- making authority to the agents (Gang, 2014) The agency theory concept was initially developed by Berle and Means (2014), who argued that due to a continuous dilution of equity ownership of large corporations, ownership and control become more separated. This situation gives professional managers an opportunity to pursue their interest instead of that of shareholders.


Gang, (2014) suggested that, for an optimal debt level in capital structure by minimizing the agency costs arising from the divergent interest of managers with shareholders and debt holders. They suggest that either ownership of the managers in the firm should be increased in order to align the interest of managers with that of the owners or use of debt should be motivated to control managers’ tendency for excessive extra consumptions. Dimitris and Psillaki (2015) presents agency problem associated with free-cash flow. They suggested that free cash flow problem can be somehow controlled by increasing the stake of managers in the business or by increasing debt in the capital structure, thereby reducing the amount of “free” cash available to managers. Therefore, firms which are mostly financed by debt given managers less decision power of those financed mostly by equity, and thus debt can be used as a control mechanism, in which lenders and shareholders becomes the principal parties in the corporate governance structure.

2.2.3
Pecking Order Theory of Capital Structure


The pecking order theory of capital structure as introduced by Donaldson (1961) is among the most influential theories of corporate leverage. It goes contrary to the idea of firms having a unique combination of debt and equity finance, which minimize their cost of capital. It is the main contender to the trade-off theory; it suggests that actual corporate leverage ratios typically do not reflect capital structure targets, but rather the widely observed corporate practice of financing new investments with internal funds when possible and issuing debt rather than equity if external funds are required. In the pecking order model, an equity offering is typically regarded as a very expensive last resort. Chaplinsky and Niehaus (2013) suggest that when a firm is looking for ways to finance its long-term investments, it has a well-defined order of preference with respect to the sources of finance it uses. It states that a firm’s first preference should be the utilization of internal funds (i.e. retain earnings), followed by debt and then external equity. (Huang and Song, 2015) argues that the more profitable the firms become, the lesser they borrow because they would have sufficient internal finance to undertake their investment projects. He further argues that it is when the internal finance is inadequate that a firm should source for external finance and most preferably bank borrowings or corporate bonds. And after exhausting both internal and bank borrowing and corporate bonds, the final and least preferred source of finance is to issue new equity capital.


Pecking Order theory tries to capture the costs of asymmetric information which states that companies prioritise their sources of financing (from internal financing to equity) according to the principle of least effort, or of least resistance, preferring to raise equity as a financing means of last resort (Chaplinsky and Niehaus; 2013). Hence, internal funds is used first, and when that is exhausted, debt is issued, and when it is not sensible to issue any more debt, equity is issued. On the other hand, Pecking Order Theory captures the effect of asymmetric information upon the mispricing of new securities, which says that there is no well-defined target debt ratio (Myers &Majluf; 2011). They opined that investors generally perceive that managers are better informed of the price sensitive information of the firms. Investors’ perception is such that managers issue risky securities when they are overpriced. This perception of investors leads to the under-pricing of new equity issue. Sometimes this under-pricing becomes so severe that it causes substantial loss to the existing shareholders. To avoid the problem arising from information asymmetry firms usually fulfil their financing needs by preferring retained earnings as their main source of financing, followed by debt and finally external equity financing as the last resort (Chaplinsky and Niehaus; 2013).


Damodaran (2013) posited that when managers issue new equity it is generally an indication to investors that the company is overvalued. However, investors are aware of this information asymmetry and will react negatively to issuing announcements, making them less keen on financing new equity without price reductions. Consequently, this will drive managers either towards missing up positive NPV investments or issuing excessively high debt levels that may threaten the future of the company. These contradictions lead the following arguments. First, internal funds in form of retained earnings are more favourable than external equity. Second, financial slack, i.e. disposal of real assets, cash or marketable securities, is possible. Lastly, debt is more attractive than equity, simply because it is cheaper and less risky (Myers, 2014).

2.2.4
The Free Cash Flow Theory of Capital Structure

The free cash flow problem proposed by Jensen (2016) relies on the principal agency theory and the analysis of conflicts between managers and shareholders. The agency problem is associated with imperfect and asymmetric information; mangers are the agents of shareholders, however this relationship is fraught with contradictory interests. It states that management tends to act in a way that is more inclined to serve its own interests rather than the shareholders. The choice of capital structure and dividend policy creates major conflicts that might influence the way in which firms are operated (Meyers, 2014).


Agency costs are divided into two categories, agency costs of equity and agency costs of debt. The agency costs of equity are based on the fact that while managers bear the responsibility and costs of a performed activity, they are not able to profit from the entire gain(Damodaran, 2013).


Hence, they will become more inclined to obtain perquisites and transferring the firm’s assets into personal benefits than managing the firm the optimal way (Pike & Neale 2014). Dividend pay-outs reduce the free cash flow under management’s control, hence mitigating the risk of wasting that cash flow on negative NPV projects. Free cash flow is the cash flow beyond what is required to finance all projects that have positive NPV. Conversely, managers are more interested in investing in projects, despite their NPV, to grow their firms. Meyers (2014) argues that growth enhances managers’ power as it puts more resources under their control. Further, growth increases managers’ perquisites, since compensations are usually associated with growth. Usually, this problem is more palpable when organizations generate large free cash flows. The issue lies in how to embolden manager’s to apply this cash flow efficiently (Famaand French, 2013). The influence of agency costs on capital structure will thereby become more significant for such organization, as introducing debt to capital structure will replace dividend pay-outs but alleviate the agency problem by reducing the resources under managers’ control. Inanga and Ajayi, (2014) suggested that debt is more effective than dividend pay-outs in reducing agency costs. The pay-out of cash to shareholders and dividend promises are not static but can alter in the future. However, when issuing debt, managers are forced to pay interest and principals in a way that cannot be changed; otherwise the cost of default will increase, hence threatening the future of the organization (Meyers; 2014). Issuing more debt to repurchase stock is also an effective way in encouraging managers to make better use of the free cash flow. However, increased leverage will affect firm value and consequently increase the cost of financial distress (Jensen, 2016).


Another problem that may occur is the second category of agency costs, i.e. the agency costs of debt. The agency costs of debt focuses on the relationship between shareholders, bondholders and manager’s ways of obtaining personal interests (Huang and Song, 2015). When debt


increases in the firm’s capital structure it transfers default risk on bondholders while managers and shareholders carry the company’s investment decisions. The problems occur when managers start to act in a way that benefits themselves or shareholders, on the behalf of bondholders. However, bondholders are aware of such contradictory and can put some restrictions on the use of their money to mitigate the potential for financial default. (Rajan and Zingales, 2013).


Introducing debt to the firm’s capital structure to control management is called by Jensen (2016) the “control hypothesis”. However, it is not necessarily applicable in all types of organizations. It is more important in large mature firms that have large free cash flows but low growth prospects or investments with positive NPV. For such organizations, the effect of agency costs could be very stern (Jensen, 2016).
2.3
Empirical Review

With the view of helping both growing and grown firms in structuring their finance efficiently, many studies have been undertaken home and abroad, that is; locally and internationally, on this area of study. Some of these studies will be discussed in this section and to make this section easier, it will be grouped internationally and locally. The following studies were undertaken locally, here in Nigeria; Osaze(2015) conducted a study using 87 firms out of the population of 216 firms listed on the Nigeria stock exchange for a period of five years (2007-2011) from static trade-off, agency and pecking order theory point of view. He employed the panel multiple regression analysis and the study reveals that for the Nigerian listed firms; firms’ size, growth and age are significant with the debt ratio of the firm, whereas, profitability and tangibility are not.


Babalola (2014), using 31 manufacturing firms with audited financial statements for a period of fourteen years (1999-2012) from static trade-off point of view. He employed the triangulation analysis and the study revealed that capital structure is a trade-off between the costs and benefits of debt, and it has been refuted that large firms are more inclined to retain higher performance than middle firms under the same level debt ratio. Another study, using a sample of 10 firms for a period of 10 years (2000-2009) from agency and static trade-off point of view. He used the regression analysis and concluded that the manufacturing industry’s capital structure in Nigeria is consistent with trade-off theory and the hypothesis tested that the corporate performance is a nonlinear function of the capital structure.


Akinyomi (2013), using three manufacturing companies selected randomly from the food and beverage categories and a period of five years (2007-2011) using the static trade-off and the pecking order theory point of view. He adopted the use of correlation analysis method and revealed that each of debt to capital, debt to common equity, short term debt to total debt and the age of the firms’ is significantly and positively related to return on asset and return on equity but long term debt to capital is significantly and relatively related to return on asset and return on equity. His hypothesis also tested that there is significant relationship between capital structure and financial performance using both return on asset and return on equity.


Nwankwo (2014), using ten firms listed on the Nigerian Stock Exchange for a period of five years (2006-2010) from the static trade-off, pecking order and agency theory point of view. In his findings, He employed the ImPesaran and shines unit root test and Panel Least Square test and revealed that the sampled firms were not able to utilize the fixed asset composition of their total assets judiciously to impact positively on their firms’ performance.


Bassey et al (2013), using a sample of 60 unquoted agro-based firms in Nigeria within a period of six years (2005-2010) from the agency cost theory point of view. They employed the Ordinary Least Square regression and descriptive statistics and revealed that only growth and educational level of firms owners were significant determinants of both long and short term debt ratios, assets structure, age of the firms, gender of owners and export status impacted significantly on long term debt ratios, while business risk, size and profitability of firms were major determinants of short term debt ratio for the firms under investigation.


Simon-Oke and Afolabi (2014), using a study of five quoted firms within a period of nine years (1999-2007) from the static trade-off and agency cost theory point of view. They employed the panel data regression model and revealed in their study a positive relationship between firms’ performance and equity financing as well as between firms’ performance and debt-equity ratio. There is also a negative relationship that exists between firms’ performance and debt financing due to high cost of borrowing in the country.

CHAPTER THREE
RESEARCH METHODOLOGY

3.1
Research design

This study examines the impact of capital structure on the performance of deposit money back in one of the branches of GT Bank within Ilorin Metropolis. It is a survey study and so this research adopted a descriptive design to elicit information on the characteristics of the respondents.
3.2
Sources of Data


The research employed two types of data in the course of this work. These are:

Primary Data

This was collected through responses from questionnaire and interviews

· 
Questionnaire: A well-structured questionnaire was designed by the researcher for the staffs of GTBank Plc, Challenge Branch. The questionnaire was personally presented to the respondents by the researcher. The questionnaire consisted of printed questions in which the respondents have to fill in the answers. They researcher made use of multiple choices in the questionnaire.

· 
Interview: The researcher also used oral/personal interview in collecting primary data. This method served in a very useful purpose in obtaining certain facts and data that were not possible through the questionnaire method.

Secondary Data

The researcher also generated data from literature review from textbooks, and journals including newspaper prints.
3.3
Population of the study


According to Adeleke (2003), population is the aggregate of all elements defined before proper selection of the sample is made. The entire staff of GT Bank Plc, within Kwara State Polytechnic, Ilorin, Kwara State estimated at thirty-five (35) constitute the study population.
3.4
Sample Size and Sampling Technique


To asses financial statement analysis as a measure of performance and efficiency in banking sector taking GT Bank Plc located within Kwara State Polytechnic, Ilorin, as a case study with a total staff strength of thirty-five (35) employees. Due to the small size of the population, the entire population were included in the study.

3.5
Research Instruments


The researcher collected the data for this study through the use of questionnaire. Thirty five (35) copies of questionnaire were distributed to the respondents. A face-to-face system of questionnaire distribution was also adopted, the researcher visited the institution “GT Bank Plc, Ilorin, Kwara State” that is used as the case study to distribute the questionnaire directly.
3.6
Method of Data Analysis


In analyzing the data collected, data were used in the presentation of data. The simple statistical method of frequency counts, percentage and mean were applied.

CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1
Introduction 
This chapter is concerned with presentation, analysis and interpretation of data tested with regard to the research objectives stated in chapter one to determine the relation between variables.

4.2
Data Presentation 
In this section, the responses to questionnaire are presented and analyzed using the simple percentage for comparison. The presentations and analysis are as stated below. 

4.2.2
Demographic Representation of Respondents

Table4.2.2.1

	Gender
	Respondents
	Percentage (%)

	Male
	26
	74

	Female
	9
	26

	Total
	35
	100

	

	Age Bracket
	Respondents
	Percentage (%)

	26 years -35 years
	22
	62.5

	36 years-45 years
	7
	20

	Above 45 years
	6
	17.5

	Total
	35
	100

	

	Qualification
	Respondents
	Percentage (%)

	HND
	10
	27.5

	BSC or its equivalents
	16
	47.5

	Others
	9
	25

	Total
	35
	100


Source: Field Survey, 2024.

From the above analysis, it can be seen that 74% representing 26 respondents were male, while the remaining 26% representing 9 respondents were female. This shows that there are more male staffs, perhaps due to the nature of the company, dominate the organization.


The above analysis portrayed that 62.5% representing 22 respondents were between 26-35 years bracket, 20% representing 7 respondents were within 36-45 years bracket, the remaining 18% representing 6 respondents were above 45 years of age who are likely to retire very soon and no respondents were below 15 years.


From the above analysis, 13% representing 4 respondents have OND/NCE certificate, 27% representing 10 respondents have HND, 35% representing 12 respondents have B.Sc or its equivalent and finally the remaining 25% representing 9 respondents were made up of employees with other certificates above the B.Sc degree.

4.2.3 Presentation of Data According to Research Questions

Data for this study is presented in tables using frequencies count and percentages, with the number of respondents outside bracket and the percentage in bracket.

Key:
SA = Strongly Agree (5)
A = Agree (4)

U = Undecided (3)


SD = Strongly disagree (2)
D = Disagree (1)
Objective 1:
Table4.2.3.1

	Statement
	SA

(%)
	A

(%)
	UD (%)
	D

(%)
	SD (%)
	Mean

	To what extent do you strongly agree that a bank's capital structure affects its overall performance?
	12

(34.2)
	10

(28.6)
	9

(25.7)
	3

(8.6)
	1

(2.9)
	3.83

	How strongly do you agree that maintaining an optimal capital structure is crucial for maximizing a deposit money bank's performance?
	11

(31.4)
	12

(34.2)
	5

(14.3)
	5

(14.3)
	1

(2.9)
	3.69

	Do you strongly agree that a bank's capital structure influences its ability to manage risks effectively?
	13

(37.1)
	10

(28.6)
	6

(17.1)
	5

(14.3)
	1

(2.9)
	3.74

	To what extent do you strongly agree that a bank's capital structure impacts its ability to attract investments and funding?
	10

(28.6)
	14

(40)
	6

(17.1)
	4

(11.4)
	3

(8.6)
	3.86

	How strongly do you agree with the relationship between a bank's capital structure and its ability to adapt to changing market conditions?
	11

(31.4)
	12

(34.2)
	5

(14.3)
	5

(14.3)
	1

(2.9)
	3.68


Source: Field Survey, 2024.
· To what extent do you strongly agree that a bank's capital structure affects its overall performance? The majority (34.2%) strongly agree, followed by 28.6% who agree, 25.7% undecided, 8.6% disagree, and only 2.9% strongly disagree. The mean score indicates a moderately strong agreement with the statement, with a mean rating of 3.83 out of 5.
· How strongly do you agree that maintaining an optimal capital structure is crucial for maximizing a deposit money bank's performance? Responses are distributed with 31.4% strongly agreeing, 34.2% agreeing, 14.3% undecided, 14.3% disagreeing, and only 2.9% strongly disagreeing. The mean score suggests a fairly strong agreement, with a mean rating of 3.69 out of 5.

· Do you strongly agree that a bank's capital structure influences its ability to manage risks effectively? The majority (37.1%) strongly agree, followed by 28.6% who agree, 17.1% undecided, 14.3% disagree, and only 2.9% strongly disagree. The mean score indicates a strong agreement with the statement, with a mean rating of 3.74 out of 5.

· To what extent do you strongly agree that a bank's capital structure impacts its ability to attract investments and funding? Responses show that 28.6% strongly agree, 40% agree, 17.1% are undecided, 11.4% disagree, and 8.6% strongly disagree. The mean score suggests a strong agreement with the statement, with a mean rating of 3.86 out of 5.

· How strongly do you agree with the relationship between a bank's capital structure and its ability to adapt to changing market conditions? The responses are fairly evenly distributed, with 31.4% strongly agreeing, 34.2% agreeing, 14.3% undecided, 14.3% disagreeing, and only 2.9% strongly disagreeing. The mean score indicates a moderate agreement with the statement, with a mean rating of 3.68 out of 5.

Overall, the data suggests that respondents generally perceive a strong relationship between a bank's capital structure and its performance-related aspects such as risk management, attracting investments, and adaptability to market conditions.
Objective 2: To examine whether capital structure influences the performance of deposit money banks.
Table 4.2.3.2: 

	Statement
	SA (%)
	A

(%)
	UD

(%)
	D

(%)
	SD

(%)
	Mean

	In your opinion, how strongly do you agree that a bank's capital structure significantly affects its profitability?
	2

5.7)
	8

(21.8)
	1

(2.9)
	13

(37.1)
	12

(34.2)
	2.37

	How strongly do you agree that a well-managed capital structure has a significant impact on a bank's ability to expand its operations?
	4

(11.4)
	9

(25.7)
	10

(28.6)
	11

(32)
	1

(2.9)
	3.11

	Do you strongly agree that a bank's capital structure can influence its ability to compete effectively in the market?
	4(11.4)
	6

(17.1)
	2

(5.7)
	14

(40)
	9

(25.7)
	2.49

	To what extent do you strongly agree that an optimal capital structure can enhance a bank's ability to withstand economic downturns?
	4

(11.4)
	6

(17.1)
	1

(2.9)
	5

(14.3)
	19

(53.3)
	2.17

	How likely is it that you strongly agree a bank with an inefficient capital structure will face challenges in attracting investors and raising capital?
	2

(5.6)
	8

(21.8)
	1

(2.9)
	13

(37.1)
	12

(34.2)
	2.37


Source: Field Survey, 2024.
· In your opinion, how strongly do you agree that a bank's capital structure significantly affects its profitability? Only 5.7% strongly agree, 21.8% agree, 2.9% are undecided, 37.1% disagree, and 34.2% strongly disagree. The mean score suggests a relatively low agreement level, with a mean rating of 2.37 out of 5.

· How strongly do you agree that a well-managed capital structure has a significant impact on a bank's ability to expand its operations? Responses are varied, with 11.4% strongly agreeing, 25.7% agreeing, 28.6% undecided, 32% disagreeing, and 2.9% strongly disagreeing. The mean score indicates a moderate agreement level, with a mean rating of 3.11 out of 5.

· Do you strongly agree that a bank's capital structure can influence its ability to compete effectively in the market? Only 11.4% strongly agree, 17.1% agree, 5.7% are undecided, 40% disagree, and 25.7% strongly disagree. The mean score suggests a relatively low agreement level, with a mean rating of 2.49 out of 5.

· To what extent do you strongly agree that an optimal capital structure can enhance a bank's ability to withstand economic downturns? A small percentage (11.4%) strongly agree, 17.1% agree, 2.9% are undecided, 14.3% disagree, and the majority (53.3%) strongly disagree. The mean score suggests a low agreement level, with a mean rating of 2.17 out of 5.

· How likely is it that you strongly agree a bank with an inefficient capital structure will face challenges in attracting investors and raising capital? Only 5.6% strongly agree, 21.8% agree, 2.9% are undecided, 37.1% disagree, and 34.2% strongly disagree. The mean score indicates a relatively low agreement level, with a mean rating of 2.37 out of 5.

Overall, the data indicates mixed opinions on the significance of a bank's capital structure in various aspects such as profitability, expansion, competitiveness, resilience to economic downturns, and investor attraction. There's no strong consensus among respondents, with some indicating agreement, some uncertainty, and others disagreement with the statements provided.
Objective 3: To investigate the relationship between capital structure and bank performance.
Table4.2.3.3

	Statement
	SA

(%)
	A

(%)
	UD (%)
	D

(%)
	SD (%)
	Mean

	Do you strongly agree there is a strong correlation between a bank's capital structure and its overall performance metrics?
	10

(28.6)
	16

(46.4)
	6

(17.1)
	2

(5.7)
	1

(2.9)
	3.91

	How strongly do you agree that a bank's capital structure affects its ability to innovate and adapt to technological advancements?
	12

(34.2)
	12

(34.2)
	7

(20)
	4

(11.4)
	1

(2.9)
	3.94

	To what extent do you strongly agree that a well-planned capital structure enhances investor confidence in a deposit money bank?
	12

(34.2)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)
	4.05

	How strongly do you agree that a balanced capital structure contributes to long-term sustainability for deposit money banks?
	11

(32)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)
	3.91

	Do you strongly agree that regulatory compliance is easier to manage with an appropriate capital structure in place for deposit money banks?
	12

(34.2)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)
	4.05


Source: Field Survey, 2024.
· Do you strongly agree there is a strong correlation between a bank's capital structure and its overall performance metrics? 28.6% strongly agree, 46.4% agree, 17.1% are undecided, 5.7% disagree, and 2.9% strongly disagree. The mean score indicates a high level of agreement, with a mean rating of 3.91 out of 5.
· How strongly do you agree that a bank's capital structure affects its ability to innovate and adapt to technological advancements? 34.2% strongly agree, 34.2% agree, 20% are undecided, 11.4% disagree, and 2.9% strongly disagree. The mean score suggests a high level of agreement, with a mean rating of 3.94 out of 5.

· To what extent do you strongly agree that a well-planned capital structure enhances investor confidence in a deposit money bank? 34.2% strongly agree, 40% agree, 20% are undecided, 5.7% disagree, and 2.9% strongly disagree. The mean score indicates a high level of agreement, with a mean rating of 4.05 out of 5.

· How strongly do you agree that a balanced capital structure contributes to long-term sustainability for deposit money banks? 32% strongly agree, 40% agree, 20% are undecided, 5.7% disagree, and 2.9% strongly disagree. The mean score suggests a high level of agreement, with a mean rating of 3.91 out of 5.

· Do you strongly agree that regulatory compliance is easier to manage with an appropriate capital structure in place for deposit money banks? 34.2% strongly agree, 40% agree, 20% are undecided, 5.7% disagree, and 2.9% strongly disagree. The mean score indicates a high level of agreement, with a mean rating of 4.05 out of 5.

Overall, the data suggests strong agreement among respondents regarding the importance of a bank's capital structure in various aspects such as overall performance, innovation, investor confidence, sustainability, and regulatory compliance. These findings imply a recognition of the critical role that capital structure plays in the success and stability of deposit money banks.
4.3 Discussion of findings

The findings from the research indicate a consensus among respondents regarding the significant impact of a bank's capital structure on various aspects of its performance and operational efficiency. A substantial majority of participants strongly agree or agree that there exists a strong correlation between a bank's capital structure and its overall performance metrics. This acknowledgment underscores the crucial role that capital structure plays in shaping a bank's ability to effectively manage its financial resources and optimize its performance in the market.

Moreover, respondents overwhelmingly agree that a well-planned capital structure not only enhances investor confidence but also contributes to the long-term sustainability of deposit money banks. This alignment of opinions suggests a recognition of the importance of maintaining an optimal balance between debt and equity financing to ensure stability and resilience, particularly in the face of economic challenges and regulatory requirements. The findings highlight the critical role that capital structure plays in fostering trust and stability within the banking sector, thereby reinforcing the importance of strategic financial management practices.

Furthermore, the survey results emphasize the significance of a balanced capital structure in facilitating innovation and adaptability to technological advancements, as well as easing regulatory compliance. These findings underscore the multifaceted nature of capital structure's influence on a bank's operational agility and competitiveness in a dynamic market environment. Overall, the findings underscore the imperative for deposit money banks to carefully manage their capital structures to not only enhance their financial performance but also to ensure their long-term viability and ability to navigate evolving market conditions successfully.
CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary of Findings


The survey conducted among GT Bank's management revealed several key findings regarding their perceptions and attitudes towards capital structure management. Firstly, there is a strong recognition of the significant impact of capital structure decisions on financial performance metrics such as return on equity (ROE) and net interest margin (NIM). Management demonstrates an understanding of the correlation between financial structure and performance outcomes, indicating a strategic awareness of the importance of optimizing capital structure to enhance profitability.


Secondly, the findings suggest a proactive approach to risk management within GT Bank, with management indicating a willingness to tailor risk management practices to address specific risks associated with capital structure adjustments. However, there were mixed perceptions regarding the effectiveness of these risk management strategies in mitigating risks, highlighting potential areas for improvement in risk management frameworks to ensure more robust risk mitigation.


Lastly, the survey underscores the importance of regulatory compliance and market awareness in guiding capital structure choices. Management exhibits a strong awareness of regulatory requirements and market factors influencing capital structure decisions, emphasizing the critical role of regulatory compliance and market conditions in shaping the bank's financial strategies. Moreover, there is a clear acknowledgment of the significance of aligning capital structure choices with long-term strategic objectives, indicating management's commitment to optimizing capital structure to achieve sustainable growth and profitability. Overall, these findings provide valuable insights into the strategic considerations guiding capital structure management decisions within GT Bank and offer potential avenues for enhancing financial performance and risk management practices in the future.

5.2 Conclusion


In conclusion, the findings from the survey among GT Bank's management provide a comprehensive understanding of the organization's approach to capital structure management. It is evident that management recognizes the crucial role of capital structure decisions in shaping financial performance, with a keen understanding of the impact on metrics like return on equity (ROE) and net interest margin (NIM). This strategic awareness underscores the importance of optimizing capital structure to enhance profitability and drive sustainable growth.


Moreover, the survey highlights GT Bank's proactive stance towards risk management, with efforts to tailor risk management practices to address specific risks associated with capital structure adjustments. While there were mixed perceptions regarding the effectiveness of these strategies in mitigating risks, the willingness to adapt risk management frameworks signifies a commitment to enhancing risk mitigation capabilities and ensuring financial stability.


Furthermore, the emphasis on regulatory compliance and market awareness in guiding capital structure decisions reflects GT Bank's dedication to aligning financial strategies with regulatory requirements and market conditions. By acknowledging the significance of regulatory compliance and market dynamics, management aims to navigate uncertainties effectively and capitalize on opportunities for strategic growth. Overall, these insights provide valuable guidance for GT Bank's capital structure management, offering avenues for enhancing financial performance and risk management practices in pursuit of organizational success.

5.3
Recommendations

Based on the findings and conclusions drawn from the survey among GT Bank's management, several recommendations can be made to enhance capital structure management and overall organizational performance:

· Strengthen Risk Management Frameworks: GT Bank should prioritize the enhancement of risk management practices to better mitigate risks associated with capital structure decisions. This can include implementing robust risk assessment processes, enhancing risk monitoring capabilities, and fostering a risk-aware culture throughout the organization.

· Continuous Market Monitoring: Given the significance of market factors in shaping capital structure choices, GT Bank should establish mechanisms for continuous monitoring of market conditions, including interest rates, economic trends, and competitive dynamics. This will enable management to make informed decisions and adapt capital structure strategies in response to changing market environments.

· Optimize Regulatory Compliance: GT Bank should ensure full compliance with regulatory requirements governing capital structure management. This involves staying updated on regulatory changes, conducting regular compliance audits, and fostering a culture of adherence to regulatory standards across all levels of the organization.

· Strategic Alignment of Dividend Policies: Management should carefully consider the impact of dividend policies on capital structure decisions and overall financial performance. By aligning dividend policies with long-term strategic objectives, GT Bank can strike a balance between rewarding shareholders and maintaining an optimal capital structure for growth and profitability.

· Enhance Strategic Planning Processes: GT Bank should prioritize strategic planning processes that integrate capital structure considerations with broader organizational objectives. This entails conducting comprehensive assessments of capital allocation strategies, evaluating the implications of different financing options, and aligning capital structure decisions with the organization's long-term vision and growth aspirations. By strengthening strategic planning processes, GT Bank can optimize its capital structure to drive sustainable value creation and achieve its strategic goals.
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SECTION A: BIO-DATA

INSTRUCTION: Please take a moment to answer the following questions thoughtfully and honestly, ensuring your responses accurately reflect your opinions and experiences.

i. Gender: (a) Male [  ]
(b) Female [  ]

ii. Age bracket: (a) 26 - 35 years [  ]  
(b) 36 - 45 years [  ]
(c) Above 45 years [  ]

iii. Qualification: (a) HND [  ]
(b) BSC or its equivalents [  ]

(c) Others [  ]

SECTION A: RESEARCH QUESTION

Key:
SA = Strongly Agree (5)
A = Agree (4)

U = Undecided (3)


SD = Strongly disagree (2)
D = Disagree (1)
Objective 1: To discuss the effect of capital structure on the performance of deposit money bank
	Statement
	SA

(%)
	A

(%)
	UD (%)
	D

(%)
	SD (%)

	To what extent do you strongly agree that a bank's capital structure affects its overall performance?
	12

(34.2)
	10

(28.6)
	9

(25.7)
	3

(8.6)
	1

(2.9)

	How strongly do you agree that maintaining an optimal capital structure is crucial for maximizing a deposit money bank's performance?
	11

(31.4)
	12

(34.2)
	5

(14.3)
	5

(14.3)
	1

(2.9)

	Do you strongly agree that a bank's capital structure influences its ability to manage risks effectively?
	13

(37.1)
	10

(28.6)
	6

(17.1)
	5

(14.3)
	1

(2.9)

	To what extent do you strongly agree that a bank's capital structure impacts its ability to attract investments and funding?
	10

(28.6)
	14

(40)
	6

(17.1)
	4

(11.4)
	3

(8.6)

	How strongly do you agree with the relationship between a bank's capital structure and its ability to adapt to changing market conditions?
	11

(31.4)
	12

(34.2)
	5

(14.3)
	5

(14.3)
	1

(2.9)


Objective 2: To examine whether capital structure influences the performance of deposit money banks.
	Statement
	SA (%)
	A

(%)
	UD

(%)
	D

(%)
	SD

(%)

	In your opinion, how strongly do you agree that a bank's capital structure significantly affects its profitability?
	2

5.7)
	8

(21.8)
	1

(2.9)
	13

(37.1)
	12

(34.2)

	How strongly do you agree that a well-managed capital structure has a significant impact on a bank's ability to expand its operations?
	4

(11.4)
	9

(25.7)
	10

(28.6)
	11

(32)
	1

(2.9)

	Do you strongly agree that a bank's capital structure can influence its ability to compete effectively in the market?
	4
(11.4)
	6

(17.1)
	2

(5.7)
	14

(40)
	9

(25.7)

	To what extent do you strongly agree that an optimal capital structure can enhance a bank's ability to withstand economic downturns?
	4

(11.4)
	6

(17.1)
	1

(2.9)
	5

(14.3)
	19

(53.3)

	How likely is it that you strongly agree a bank with an inefficient capital structure will face challenges in attracting investors and raising capital?
	2

(5.6)
	8

(21.8)
	1

(2.9)
	13

(37.1)
	12

(34.2)


Objective 3: To investigate the relationship between capital structure and bank performance.

	Statement
	SA

(%)
	A

(%)
	UD (%)
	D

(%)
	SD (%)

	Do you strongly agree there is a strong correlation between a bank's capital structure and its overall performance metrics?
	10

(28.6)
	16

(46.4)
	6

(17.1)
	2

(5.7)
	1

(2.9)

	How strongly do you agree that a bank's capital structure affects its ability to innovate and adapt to technological advancements?
	12

(34.2)
	12

(34.2)
	7

(20)
	4

(11.4)
	1

(2.9)

	To what extent do you strongly agree that a well-planned capital structure enhances investor confidence in a deposit money bank?
	12

(34.2)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)

	How strongly do you agree that a balanced capital structure contributes to long-term sustainability for deposit money banks?
	11

(32)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)

	Do you strongly agree that regulatory compliance is easier to manage with an appropriate capital structure in place for deposit money banks?
	12

(34.2)
	14

(40)
	7

(20)
	2

(5.7)
	1

(2.9)


Thank you!
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