
EFFECTS OF MONETARY POLICY ON THE PERFORMANCE OF NIGERIA DEPOSIT MONEY BANK 
(A CASE STUDY OF ZENITH BANK PLC.)

BY

ADEBISI HABEEB
HND/23/BFN/FT/0555
BEING A RESEARCH PROJECT SUBMITTED TO THE DEPARTMENT OF BANKING AND FINANCE, INSTITUTE OF FINANCE AND MANAGEMENT STUDIES, KWARA STATE POLYTECHNIC, ILORIN

IN PARTIAL FULFILLMENT OF THE REQUIREMENT FOR THE AWARD OF HIGHER NATIONAL DIPLOMA (HND) IN BANKING AND FINANCE, KWARA STATE POLYTECHNIC, ILORIN

MAY, 2025

CERTIFICATION


This is to certify that this research project has been read and approved as meeting the requirement for Award of Higher National Diploma (HND) in Banking and Finance, Institute of Finance and Management Studies, Kwara State Polytechnic, Ilorin. 

________________________


       _________________

   MRS. OTAYOKHE E.Y




DATE
     (Project Supervisor)

________________________


      _________________

  MRS. OTAYOKHE E.Y




DATE
   (Project Coordinator) 

________________________


       _________________

MR. AJIBOYE W.T





  DATE
(Head of Department)

________________________


       _________________









   DATE
(External Examiner)

DEDICATION
This research project work is dedicated to Almighty God the giver of knowledge, wisdom and understanding.

ACKNOWLEDGEMENTS

All praise and adorations go to Almighty God the creator for the protection and great privilege he offered me throughout the completion of my programme (Higher National Diploma).

My regards also goes to my loving, adorable and caring parents for their supports morally, spiritually and financially throughout my programme.

My appreciation also goes to our amiable my project supervisor MRS. OYAYOKHE E.Y. May Almighty God continue to bless and reward you abundantly (Amen).

I want to use this medium to appreciate my brothers and sisters for their cooperation, assistance, advice and support. I love you from the depth of my heart and God bless you for always been there for me.
TABLE OF CONTENTS

Title page











Certification 











Dedication











Acknowledgement









Table of contents










CHAPTER ONE

1.0 Introduction of the study



       





1.1 Statement of Research problem



  


 


1.2 Research questions




       


 

1.3 Objective of the study

                               

        

 

1.4 Research hypotheses           


     
      

                                                    

1.5 Significant of the study



       



                     
1.6 Scope of the study




 

          

                             

1.7 Definition of terms




          

          
  

1.8 organization of the study





         

                 

CHAPTER TWO

2.0 Literature review






       

            

2.1 Conceptual framework




      



2.2 Theoretical framework





      


2.3 Empirical review






      


CHAPTER THREE

3.0 Research methodology



       
      


              

3.1 Research Design





      

      

3.2 Population of the study



  
      

           

3.3 Sampling size and Sampling Techniques

              


 

3.4 Method of data collection




      

       

3.5 Method of data analysis




     
 


3.6 Limitation of the methodology

CHAPTER FOUR

4.0
Data presentation, analysis and Interpretation





4.1
Data presentation









4.2
 Data analysis









4.3
Test of Hypothesis









4.4
 Interpretation of result








CHAPTER FIVE

5.0
Summary, Conclusion and Recommendation

5.1
Summary 










5.2
 Conclusion










5.3
 Recommendations








    
References 

Appendix

CHAPTER ONE

1.0
INTRODUCTION TO THE STUDY


Monetary policy refers to combination of measures designed to regulate the cost, value and supply of money in consonance with the level of economic activities in a country (Okaro, 2020). Its broad objective in Nigeria is to ‘ensure monetary and price stability’ (CBN ACT, 2021). Chang and Grabel (2004) defined monetary policy as government actions that influence the money supply and market Interest Rate  s. Governments control money supply and market Interest Rate  s through a number of instruments such as open market operations, discount rates and reserve requirements. Money supply is basically made up domestic credit and net foreign assets and domestic credit is composed of central bank credit to government and commercial bank credit to the public (Hossain and Chowdhury, 1998). Monetary policy is an instrument given to the Central Bank of Nigeria (CBN) by Federal Government, that is, it is a function which is a documentary policy to control the aggregate demanded in the circulation. The policy is to see to the stability in wages and prices of goods and services. It is also necessary to control volume of money in circulation and to give the domestic money a value via other controls (Akanbi & Ajagbe, 2018). Kyari, 2021, Okonkwo, Godslove and Mmaduabuchi (2021) posits that in supervising the conduct of monetary policy to pursue certain objectives, Central Banks in the world such as the Central Bank of Nigeria (CBN) often employ certain monetary policy instruments like bank rate, open market operations, changing reserve requirements and other selective credit control instruments to influence money in circulation. In using the direct monetary policy measures, the monetary authorities ultimately influences items of the balance sheet of commercial banks. In such a system, Interest Rates are set and credits are allocated by monetary authorities in accordance with the government’s economic plan. Ajayi and Atanda (2018) states that under this system, the financial system, and especially financial market conditions, play no role in the determination of financial prices or returns and allocation of credits. On the other hand, there is a casual nexus between indirect monetary policy and financial (banking performance) as both of them influence each other. The decontrol of Interest Rates and the use of indirect monetary policy are crucial steps towards the development of financial markets. The use of market-based instrument was not feasible at that point (direct monetary policy era, 1960-1985) because of the underdevelopment nature of the financial market and the deliberate restraint of Interest Rate.  


Despite several empirical evidences that found the efficacy of monetary policy lies on the effectiveness of the real sector; how those monetary policies had influenced the volume Deposit Money Banks profitability in Nigeria remains unresolved and demands investigation. This study, therefore empirically evaluate and investigates whether monetary policy influences Deposit Money Banks profitability in Nigeria. This study employs the use econometric techniques to determine the relationship and linkage between the monetary policy and Deposit money Banks performance in Nigeria, which is poised to establish the effects of monetary policy on Deposit Money Banks in Nigeria. For the purpose of this study, the monetary policy instruments to be examined are; the Cash Reserve Ratio (CCR), Liquidity Ratio (LR), Maximum Lending Rate (MLR), and Monetary Policy Rate (MPR). Central Bank of Nigeria CBN, (2020).

1.2
Statement of the Problem 

The financial intermediation function of the banking sector presupposes the need to satisfy the ultimate goals of the sector. Like other private sectors or enterprises, banks have private goals (other than the necessity to effectively perfect the intermediation role) of profitability, liquidity and solvency. Profitability is perhaps more important for financial intermediaries, like banks because it is an evidence of strengths and progress and it helps to generate and radiate confidence in the bank.


Banks do not operate in a vacuum; they operate within the framework of the monetary and banking policies provided by the economy. Nigeria has over the years employed these policies at one time or the other to regulate and control the cost, volume, availability and direction of money credit in order to influence the broader objectives of the policy which include price stability, high level of employment, sustainable economic growth and development and balance of payments. 

1.2
Research Questions 


At the end of this study, it is expected that answers will be proffered to the following questions:

1. To what extent does Cash Reserve Ratio affect the performance of Deposit Money Banks in Nigeria?

2. To what extent does Liquidity Ratio affect the performance of Deposit Money Banks in Nigeria?

3. To what extent does Maximum Lending Rate affect the performance of Deposit Money Banks in Nigeria?

4. To what extent does Monetary Policy Rate affect the performance of Deposit Money Banks in Nigeria?

1.3
Objectives of the study


The general objective of this study is to examine the effect of monetary policies on the performance of Deposit Money Banks in Nigeria 
However, the specific objectives are:  

1. To ascertain the extent of the effect of Cash Reserve Ratio (CRR) on the performance of Deposit Money Banks in Nigeria.

2. To determine the extent of the effect of Liquidity Ratio (LR) on the performance of Deposit Money Banks in Nigeria.

3. To determine the extent of the effect of Maximum Lending Rate (MLR) on the performance of Deposit Money Banks in Nigeria.

4. To ascertain the extent of the effect of Monetary Policy Rate (MPR) on the performance of Deposit Money Banks in Nigeria.
1.4
Research Hypotheses

The following hypotheses were formulated to guide the study:

Ho1: The Cash Reserve Ratio does not have significant effect on the performance of Deposit Money Banks in Nigeria

Ho2: The Liquidity Ratio does not have significant effect onthe performance of Deposit Money Banks in Nigeria

Ho3: The Maximum Lending Rate does not have significant effect onthe performance of Deposit Money Banks in Nigeria

Ho4: The Monetary Policy Rate does not have significant effect on the performance of Deposit Money Banks in Nigeria. 
1.5
Significance of the Study

This study is extracted to explain the effect of monetary policy on banks performance in Nigeria, the result and recommendation from this study will be beneficial to policy maker on the type of policy to be introduced.

The result will also be relevant to entrepreneurs, future investors and the entire public, it will help researchers in other fields to carry out further research on the subject matter in the future.


This research work being an appraisal of the effect of monetary policies on the performance of Deposit Money Banks in Nigeria precisely will enable the apex bank restructure and relax the assumed stringent measure in order to make it possible for necessary assistance from banks. The primary motive for any corporate business is profit optimization and the maximization of shareholders’ wealth, banks are no exception. Form this research, they will realize that proper implementation of monetary policies can ensure higher profitability of the banking industry. To borrowing customers, they will deduce that some act inherent in loan defaulting are the causes of high Interest Rates and their remedies. This implies that if they continue borrowing funds without paying back, the banking industry may in future become liquid which will result in high Interest Rates and subsequently high cost of borrowing fund.

It will also constitute guide towards future design and formulation of lending policies by the monitoring authority through the implementation of recommended measure.   

Finally, this work will be of immense help to other university undergraduates who will like to write on this topic as well as exposing them to monetary policies available to Deposit Money Banks in Nigeria.      

1.6
Scope and limitation of Study


This study covers various monetary policy instruments and policy options as they affect banking operations. It is however delimited to Deposit Money Bank institutions in Nigeria.The monetary policy tools that would be involved in this study are Cash Reserve Ratio (CRR), Maximum Lending Rate (MLR), Liquidity Ratio (LR) and Monetary Policy Rate (MPR).Emphasis is clearly laid on applications and not on process of formulation of monetary policy. The study spans for a period of thirteen years, 2018 – 2024.

1.7
Operational Definition of Terms

Financial Intermediaries: Institutions such as banks, finance houses, insurance companies and mutual trust that act as intermediary between lenders and savers. Perry, F.E. (1979)

Rediscount Rate: This is the rate at which the Central Bank lends to banks. It varies with time. Parry, F.E. (1979)

Credit Ceiling: A ceiling placed on the volume of money or credit banks can create or can give a single individual (Single Obligor Limit) within a time frame. Usually fixed by the apex bank. Osayameh, Ralph (1986)

Quantitative Control: These are techniques of monetary policy that affects the economy generally without regards to various units in the economy. Nwankwo, Green (1980)
1.8
ORGANIZATION OF THE STUDY

This study is organized in five chapters. 

Chapter One identified and stated the problem. This chapter aims to know what are the existing phenomena that is happening around. Thus, this help us to formulate and to state the problem.

The second chapter was all about asking questions and explored existing literatures and studies. This chapter will most likely present other studies coming from different authors. Also, in this chapter where reviewing literature will happen.

Chapter Three described the method that was being used and evaluating the answers through the collected data. This chapter will present the data that was being gathered. Additionally, this will also present the ways upon conducting and gathering the data. On top of that, this will present how the data used to find the answers in our study.

The Fourth Chapter was to  assess the gathered data. This chapter will also analyze the meaning of the findings to be used in the study. Moreover, after assessing the findings this chapter will also present the conclusion.

The Final Chapter provides the analysis of the gathered data or the findings from the respondents. In this chapter also, will most likely to discussed the conclusions regarding to the  aim and objectives of the study

CHAPTER TWO

2.0
LITERATURE REVIEW
The review of literature takes three perspectives, one is the conceptual view point, the second is the theoretical perspective and the third is the empirical review of literature. 

2.1
Conceptual Review  

2.1.1
Concept of Profitability


Profitability as defined by Rose (1999) refers to the net income of the commercial bank where company’s income exceeds its expenses. Income is earned from the activities of the commercial banks and expense is the cost of resources which are used to earn profit. Profitability is the main objective of the commercial banks. Deposit Money Banks cannot survive in the market for the long run without adequate profitability. Therefore evaluating past and current profitability and the factors affecting it is paramount.

2.1.2
Cash Reserve Ratio (CRR)


Cash Reserve Ratio is the percentage of total deposits that DBMs are required to keep with central bank. Fama (1980) defined CRRs as taxes on the return on deposits both foreign and domestic on a bank balance sheet since other resources that have similar risks and returns do not have cash required reserves. Cash Reserve Ratio is a central bank regulation employed by most, but not all, of the world’s central banks, to set the required reserve percentage on specific customer deposits and each bank must keep money in vault cash with CBN. In Nigerian context, Cash Reserve Requirement (CRR) are set at different percentage between the private and public sector fund from 2019-2020 and was harmonized in 2021 (Central Bank of  Nigeria press release through Communique No. 98 & 101). 


This is so in order to stimulate banks to be more proactive in performing their role of financial intermediation rather than depending much on government fund as their main source of deposit. In most countries (as in Nigeria), the central bank is responsible for watching over the Cash Reserve Ratio

2.1.3
Liquidity Ratio (LR)


Liquidity Ratios are a class of financial metrics used to determine a debtor’s ability to pay off current debt obligations without raising external capital. Liquidity ratios measure a company’s ability to pay debt obligations and its margin of safety through the calculation of metrics including the current ratio, quick ratio and operating cash flow ratio.

2.1.4
Monetary Policy Rate (MPR)


This is also known as discount rate. It is the rate at which Central Bank offer financial assistance to financial institutions through loans or discounting bills. The rediscount rate is the rate at which the central bank stands ready to provide loan accommodation to commercial banks (CBN, 2019).


The Central Bank lends to financially sound Deposit Money Banks at a most favourable rate of interest, called the Monetary Policy Rate (MRR). The MRR sets the floor for the Interest Rate regime in the money market (the nominal anchor rate) and thereby affects the supply of credit, the supply of savings (which affects the supply of reserves and monetary aggregate) and the supply of investment (which affects full employment and GDP) according to Obidike, Ejeh & Ugwuegbe (2021).


As a lender of last resort, such lending by the central bank is usually at panel rates. By making appropriate changes in the rate, the central bank controls the volume of total credits indirectly. This has the purpose of influencing the lending capacity of the commercial banks. During the periods of inflation, the central bank may raise the rediscount rate making obtaining of funds from the central bank more expensive. In this way, credit is made tighter. Similarly, in depression, when it is necessary to encourage banks to create ore credits, the central bank will lower the rediscount rate.           
2.1.5
Maximum Lending Rate (MLR)


Maximum Lending Rate is the amount of interest due per period, as a proportion of the amount lent or borrowed (called the principal sum). The total interest on an amount lent or borrowed depends on the principal sum, the Interest Rate, the compounding frequency and the length of time over which it is lent or borrowed.


It is defined as the proportion of an amount loaned which a lender charges as interest to the borrower, normally expressed as an annual percentage. It is the rate a bank or other lender charges to borrow its money, or the rate a bank pays its savers for keeping money in an account. This is the cost of, or price charged for using someone’s money which is normally expressed as a percentage of the amount borrowed.

2.1.6
Other Monetary Policy Instruments:

The instruments of monetary policy can be categorized into two namely:

1. Direct or quantitative instruments 

2. Indirect or qualitative instruments 

Direct Instruments or Quantitative Instruments of Monetary Policy Tools


Though there is an avalanche of instruments available for money and credit control, the instrument mix to be employed at any time depends on the goals to be achieved and the effectiveness of such instrument to a large extent hinges on the economic fortunes of the country.

· Special Deposits: The central bank has the power to issue directories from time to time requiring all banks to maintain with it as special deposits an amount equal to the percentages of the institution’s deposits, liabilities or the absolute increase in its deposit liabilities over an amount outstanding at a certain date.

· Moral Suasion: Moral suasion simply means the employment by the monetary authority of friendly persuasive statement, public pronouncement, and outright appeal. The monetary authority sometimes uses the less tangible technique to influence the lending policies of commercial banks. Consequences to the banking system and the economy as a whole, the Central Bank of Nigeria holds periodic meetings with the bankers committees and on other occasion meets formally or informally with the leaders in the banking community (CBN, 2019). With the leaders in the banking community – such contracts are geared towards the development of confidence between the central bank and other banks. It affords the central bank opportunity to discuss the improvement in standards and conducts in the banking industry.   

2.1.7
 Objectives of monetary policy in Nigeria 

Monetary policies, as adopted in Nigeria, have four broad objectives.
· To maintain a high level of employment (full employment): Full employment means employment of labour, plant and capital at a tolerable capacity to achieve the set goals of national economic policy aimed at combating recession and economic depression.

· To maintain stable price level: Price level stability goal is related in an important sense to the control of inflation refers to a situation of sustained and rapid increase in the general level of prices, however, generated (Nnanna, 2001). According to Ibeabuchi (2021), inflation reduces real disposable income and consequently the purchasing power of money.

· To maintain the highest sustainable rate of economic growth: This means both quantitative and qualitative, increase in the total quantity of goods and services produced in the economy annually. Nnanna (2001) opined that economic growth is said to be achieved in a country in a situation where there is an increase in the income position of the citizens of the country and also a corresponding increase in the amount of goods and services which a given quantity of money can buy.
■To maintain the highest equilibrium in the balance of payments: A country's balance of payment may be in total equilibrium of there exists between total payments and total receipts, that is. The avoidance of larger or chronic deficit or surplus in the balance of payments. Kahn, (2024) observes that monetary policy objectives are concerned with the management of multiple monetary targets among them price stability, promotion of growth, achieving full employment, smoothing the business cycle, preventing financial crises, stabilizing long-term Interest Rate  s and the real exchange rate. Through the control of monetary policy targets such as the price of money (Interest Rate   -both short term and long term), the quantity of money and reserve money amongst others; monetary authorities directly and indirectly control the demand for money, money supply, or the availability of money (overall liquidity), and hence affect output and private sector investment. 
2.2
Theoretical Framework 

2.2.1 
Classical Theory

Adam Smith's 'The Wealth of Nations' in 1776 is usually considered to mark the beginning of classical economics. The classical school evolved through concerted efforts and contribution of economists like Jean Baptist Say, Adam Smith, David Richardo, Pigu and others who shared the same beliefs. The classical economists decided upon the quantity theory of money as the determinant of the general price level. Most were of the opinion that the quantity of money determines the aggregate demand which in term determine the price level as posited by Amacher & Ulbrich (1986). 
2.2.2 
Keynesian Theory

In 1936, John Maynard Keynes published his "General Theory of Employment, Interest and Money" and initiated the Keynesian Revolution. However, the role of money in an economy gotfurther elucidation from (Keynes, 1930 P. 90) and other Cambridge economists who proposed that money has indirect effect on other economic variables by influencing the Interest Rate   which affects investment and cash holding of economic agents. Keynes maintained that monetary policy alone is ineffective in stimulating economic activity because it works through indirect Interest Rate   mechanism. From the Keynesian mechanism, monetary policy works by influencing Interest Rate   which influences investment decisions of financial institutions such as banks and the public and consequently, output and income via the multiplies process as contained in the works of Amacher & Ulbrich (1989) and Gertler & Gilchrist (1991) Okpara, 2024; & Solomon (2019). Keynes posits that government had the responsibility to undertake actions to stabilize the economy and maintain full employment and economic growth, using fiscal policies. He therefore recommends a proper blend of monetary and fiscal policies as at some occasions, monetary policy could fail to achieve its objective (Onyemaechi, 2005).

The original Keynesian view that emerged from the Great Depression was challenged on two fronts. First, the early view that money and monetary policy were relatively unimportant was judged incorrect. Second, the basic premise of the Keynesian model was the inherent instability of the market system and the right and responsibility of the government to conduct an activestabilization policy. Some economists such as Friedman (1956), Modigliani (1963)Richard (1979) questioned this premise and argued that efforts to stabilize the economy through active monetary and fiscal policies were not likely to generate long-run improvement in the real performance of the economy, but were more likely to generate instability.
2.2.3 
Monetarism/Neo-Classical Theory

Owing to the criticism that bedeviled the Keynesian theory, the monetarist theory was propounded by Milton Friedman in 1956. The role of monetary policy which is of course influencing the volume, cost and direction of money supply was effectively conversed by Friedman (1968: 1-17), whose position is that inflation is always and everywhere a monetaryphenomenon. He recognizes that in the short run increase in money supply can reduce unemployment but can also create inflation and so the monetary authorities should increase money supply with caution Onyemaechi (2005). The monetarist essentially the quantity theorist adopted Fisher's equation of exchange to illustrate their theory, as a theory of demand for money and not a theory of output, price and money income, by making a functional relationship between the quantities of real balances demanded a limited number of variables Essia (1997). Monetarists like Friedman (1956, 1963) emphasized money supply as the key factor affecting the wellbeing of the economy. Thus, in order to promote steady of growth rate, the money supply should grow at a fixed rate, instead of being regulated and altered by the monetary authority (ies). Friedman equally argued that since money supply is substitutive not just for bonds but also for many goods and services, changes in money supply will therefore have both direct and indirect effects on spending and investment respectively. The monetarist introduces an additional factor in the determination of Interest Rate, which is price expectation; an increase in supply of money has a liquidity effect on income effect and price effect. Also in the monetarist thinking, is that they felt it more important of money in explaining macro-economic behaviour monetarist important of money and therefore monetary policy was given attention in the neoclassical school as stated in the works of Onouorah et al (2017).
2.3
 Empirical literature review

Ajisafe and Folorunso (2002) examine the relative effectiveness of monetary and fiscal policy on economic activity in Nigeria using co-integration and error correction modeling techniques and annual series for the period 1970 to 1998. The study revealed that monetary rather than fiscal policy exerts a greater impact on economic activity in Nigeria and concluded that emphasis on fiscal action by the government has led to greater distortion in the Nigerian economy. 


Gambacorta and Lannoti (2005) investigate the velocity and asymmetry in response of bank Interest Rates (lending, deposit, and inter-bank) to monetary policy changes from 1985-2002 using an Auto-regressive Vector Correction Model (AVECM) that allows for different behaviours in both the short-run and long run. The study shows that the speed of adjustment of bank Interest Rate   to monetary policy changes increased significantly after the introduction of the 1993 Banking Law, Interest Rate   adjustment in response to positive and negative shocks is asymmetric in the short run, with the idea that in the long- run the equilibrium is restored. They also found that banks adjust their loan (deposit) prices at a faster rate during period of monetary tightening in Italy.

Heuvel (2005) argues that monetary policy affects bank lending through two channels. They argued that by lowering bank reserves, monetary policy reduces the extent to which banks can accept receivable deposits, if reserve requirements are binding. The decrease in reservable liabilities will, in turn, lead banks to reduce lending, if they cannot easily switch to alternative forms of finance or liquidate assets other than loans.

Folawewo and Osinubi (2020) examine the efficacy of monetary policy in controlling inflation rate and exchange instability. The analysis performed was based on a rational expectation framework that incorporates the fiscal role of exchange rate. Using quarterly data spanning over 1980:1 to 2000:4 and applying times series test on the data used, the study showed that the effects of monetary policy at influencing the finance of government fiscal deficit through the determination of the inflation-tax rate affects both the rate of inflation and exchange rate, thereby causing volatility in their rates. The study revealed that inflation affects volatility in its own rate, as well as the rate of real exchange.

Punita and Somaiya (2020) investigate the impact of monetary policy on the profitability of banks in India between 1995 and 2000. The monetary variables are bank rate, lending rates, Cash Reserve Ratio and statutory rate, and each regressed on banks profitability independently. Lending rate was found to exact positive and significant influence on banks profitability, which indicates a fall in lending rates will reduce the profitability of the banks. Also bank Cash Reserve Ratio and statutory rate were found to have significantly affected profitability of banks negatively. Their findings were the same when lending rate, bank Cash Reserve Ratio, and statutory rate were pooled to explain the relationship between bank profitability and monetary policy instrument in the private sector.

Amidu and Wolfe (2022) examine the constrained implication of monetary policy on bank lending in Ghana between 1998 and 2004. Their study revealed that Ghanaian banks" lending behavior is affected significantly by the country's economic support and change in money supply. Their findings also support the finding of previous studies that the Central Bank prime rate and inflation rate negatively affect bank lending. Prime rate was found statistically significant while inflation was insignificant. Based on the firm level characteristics, their study revealed that bank size and liquidity significantly influence bank's ability to extend credit when demanded.

Okoye and Udeh (2023) examine the effect of monetary policy on corporate profitability in the banking sector with a reflection on the Nigerian economy. The study employed regression analysis to carry out the investigations. The data for the study were secondary data. The study developed four models which are expected to serve the purpose of forecasting the future profit of the banks examined. The result of the findings indicated that monetary policy has constrained corporate profitability of banks in Nigeria. Owing to this, it recommended, among others, that the monetary authorities should adopt strict adherence to deregulation.

Abdurrahman (2024) empirically examines the role of monetary policy on economic activity in Sudan for the period which spanned between 1990 and 2004 found that monetary policy hadlittle impact on economic activity during the period under consideration.

The study of Chimobi and Uche (2024) focuses on the relationship between Money, Inflation and Output in Nigeria. The study adopted co-integration and granger-causality test analysis. The co- integrating result of the study showed that the variables used in the model exhibited no long run relationship among each other. Nevertheless money supply was seen to granger cause bothoutput and inflation. The result of the study suggested that monetary stability can contribute towards price stability in the Nigerian economy since the variation in price level is mainly caused by money supply and concluded that inflation in Nigeria is to an extent a monetary phenomenon.
2.4
GAPS IN LITERATURE

The existing literature on the effect of monetary policy on Deposit Money Banks (DMBs) in Nigeria exhibits some gaps, particularly in terms of the specific mechanisms and the long-term implications of different policy tools. While some studies have explored the relationship between monetary policy and bank performance, there's a lack of consensus on the magnitude and direction of the impact, as well as a need for more nuanced research. Some studies suggest a significant positive or negative effect of monetary policy on DMB performance, while others find it insignificant or show conflicting results. This inconsistency makes it difficult to draw definitive conclusions about the impact of monetary policy on bank performance. While some studies examine the overall impact of monetary policy, there's a need for research that delves deeper into the specific channels through which monetary policy affects bank performance. This study intend to fill the gap by examine the effect of monetary policies on the performance of Deposit Money Banks in Nigeria
CHAPTER THREE

3.0
RESEARCH METHODOLOGY

The research methodology, which present the techniques and procedures used for this study sets out by considering the design, population, sample size and sampling methods, research questions as well as the analytical tools employed in the analysis and interpretation of data obtained  from this study.

3.1 
RESEARCH DESIGN

Research design refers to the overall strategy chosen by a researcher to integrate the different components of the study in a coherent and logical way, thereby, ensuring it effectively addresses the research problem (De Vaus, 2001).

The ex post facto research design was used in the carrying out the study because it is the best method that can be used to explain the effect of the given independent variables on the dependent variable. Ex post facto design is a quasi-experimental study examining how an independent variable, present prior to the study in the participants, affect a dependent variable. Ex post facto study or after-the-fact research is a category of research design in which the investigation starts after the fact has occurred without interference from the researcher. 

3.2
POPULATION SIZE

The target population for this study consists of all the deposit money banks quoted on the Nigerian stock Exchange as at Dec. 2024.

3.3
SAMPLE  SIZE AND SAMPLING TECHNIQUE


The  sample  size  is  14  years  data  from (2020-2024) selected from Central Bank of Nigeria (CBN) statistical Bulletin and Central Bank of Nigeria (CBN) Annual Report and Statement of Accounts (2020) and (various editions). This was done in order to capture an ample size of our variables in order to obtain a non-biased result of the study. 
3.4
METHODS OF DATA COLLECTION AND PROCEDURE

According to Burns & Grove (2005), data can be collected in several ways depending on the study and can include a variety of methods in as much as the research objectives are met.

The secondary source was mainly used in this study. The data for the study was extracted from the period 2020 to 2024 on monthly basis from Central Bank of Nigeria (CBN) statistical Bulletin and Central Bank of Nigeria (CBN) Annual Report and Statement of Accounts (2020) and (various editions). This was done in order to capture an ample size of our variables in order to obtain a non-biased result of the study. 
3.5
METHODS OF DATA PRESENTATION AND ANALYSIS

Having collected the relevant data, analysis for the data were carried out to enable the researcher make findings. , the major technique of data analysis for the study was multiple regression. Data regarding the dependent and independent variables were extracted from the CBN statistical bulletin. Data collected where cleaned, sorted and coded using SSPS and MS Excel. Research findings were presented in tables, tabulations, mean, and standard deviation and coefficient of variation was used to present the Data. Regression analysis was applied in establishing the relationship between variables under investigation.

This regression technique of data analysis enabled the researcher obtain optimal results that were unbiased for sound recommendations, about the findings.

3.6
MODEL SPECIFICATION
The study adapted the multiple regression model used by Punita and Somaiya (2020) and it is specified as:
P= f (CRR, LR, IR, MPR)

To transform the above model to a multiple regression form can be written like this:
P=β 0 +β 1 CRR + β 2LR + β3MLR + β 4MPR +μ.…………...... (a)
Where:

 P =Aggregate of bank Asset;

CRR = Cash Reserve Ratio;

LR = Liquidity Ratio;

MLR =Maximum Lending Rate;
MPR =Monetary Policy Rate;
μ = error term or control variable
3.7
LIMITATION OF STUDY

However, there are constraint imposed on the researcher this includes the following.

a. Time: a study of this nature needs a relatively long time during which information for accurate or at least near accurate inferences could be drawn. The period of the study was short, hence time posed as a constraint to the researcher.

b. Cost: The researcher would have extent the survey to areas. But limitations here included cost of transportation to source for materials and cost of typesetting the already completed work.

c. Dearth (Scarcity) of statistical data: Lack of statistical data from our financial institutions like central bank of Nigeria (CBN) ministry of financial and economic development, commercial and merchant bank posed constraints. Deposit money banks adhere strictly to the rule of secret; in banking thus they refused to release information.

CHAPTER FOUR

4.0
DATA PRESENTATION, ANALYSIS AND INTERPRETATION

This section of the research is concerned with the presentation, analysis of data and testing of hypotheses that were earlier developed in chapter one of this stud. Research findings were presented in tables, tabulations, mean, and standard deviation and coefficient of variation was used to present the Data. Regression analysis was applied in establishing the relationship between variables under investigation.

4.2
Presentation of Results


	Table 4.2.1:                                 Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	ASSETS
	156
	28.71
	31.29
	30.5879
	.52736

	CRR
	156
	.69
	3.43
	2.0152
	.98801

	LR
	156
	3.40
	3.69
	3.4602
	.11654

	MLR
	156
	2.84
	3.45
	3.1663
	.17262

	MPR
	156
	1.79
	2.64
	2.3737
	.27190

	Valid N (listwise)
	156
	
	
	
	


Source: SPSS Statistic version 23



Table 4.1 above presents the descriptive statistics for the minimum, maximum, mean and standard deviation of the variables. The result showed that the maximum and minimum value of CRR are 0.69 and 3.43 respectively with an average of 2.0152 and a spread out data value (std. deviation) of 0.98801. LR and MLR vary from a minimum and maximum value of 3.40, 2.84and 3.69 and 3.45 respectively, with averages of 3.4602 & 3.1663 respectively, and spread out data values of 0.11654 and 0.17262 respectively. Also MPR showed a minimum value of 1.79, maximum of 2.64 and average of 2.3737 with a spread out data value of 0.27190. This range implies that the variables exhibit variability given the variance in the specified basic descriptive statistics. This implies that they can be amenable to further statistical analysis upon addressing these outliers among the panels.
Table 4.2.2




Correlations
	
	ASSETS
	CRR
	LR
	MLR
	MPR

	Pearson Correlation
	ASSETS
	1.000
	
	
	
	

	
	CRR
	.661
	1.000
	
	
	

	
	LR
	-.813
	-.352
	1.000
	
	

	
	MLR
	.908
	.773
	-.766
	1.000
	

	
	MPR
	.300
	.830
	-.010
	.453
	1.000

	Sig. (1-tailed)
	ASSETS
	.
	
	
	
	

	
	CRR
	.000
	.
	
	
	

	
	LR
	.000
	.000
	.
	
	

	
	MLR
	.000
	.000
	.000
	.
	

	
	MPR
	.000
	.000
	.449
	.000
	.


Source: SPSS Statistic version 23


The Correlations statistics is used to predict the presence/absence of multicollinearity which is considered to exist when there is perfect linear relationship between the variables under the study. Tabachnick and Fidell (2001) suggest that you Check that your independent variables showat least some relationship with your dependent variable (above .3 preferably).

In this case, all the predictor variables (CRR, LR, MLR, MPR) correlates substantially with (ASSETS) at 0.661, -0.813, 0.908 and 0.300 respectively this implies that 1% increase in CRR, LR, MLR and MPR will lead to a 66%, 81% 91% and 30% percent increase in the ASSET base of Deposit Money Banks at a sig. (1-tailed) level of 0.00 which is < 0.005. This also implies that there is no case of multicollinearity between the variables therefore all variables are retained.
	Table 4.2.3                     Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Change Statistics

	
	
	
	
	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	1
	.933a
	.870
	.867
	.19267
	.870
	252.546
	4
	151
	.000

	a. Predictors: (Constant), MPR, LR, MLR, CRR


Source: SPSS Statistic version 23

Table 4.3 presents the result for the model summary R2 value of 0.870 which indicates that 87% of the variation in the dependent variable (ASSETS) is jointly explained by the changes in the independent variables (CRR, LR, MLR and MPR). This position is confirmed by Adjusted R2 of 0.867, which signifies that, after adjusting for error term, 87% of the changes in ASSETS of banksare jointly explained by the changes in CRR, LR, MLR and MPR while the remaining by other factors not captured in the model.
	Table 4.2.4ANOVAa

	Model
	Sum of Squares
	Df
	Mean Square
	F
	Sig.

	1
	Regression
	37.501
	4
	9.375
	252.546
	.000b

	
	Residual
	5.606
	151
	.037
	
	

	
	Total
	43.106
	155
	
	
	

	Source: SPSS Statistic version 23
a. Dependent Variable: ASSETS

	b. Predictors: (Constant), MPR, LR, MLR, CRR


Table 4.4 abovepresents the ANOVA which indicates that the regression model predicts the dependent variable significantly well. The model here reaches statistical significance (Sig = .000, this really means p<.0005). Which is less than 0.05, and indicates that, overall, the regression model statistically significantly predicts the outcome variable (i.e., it is a good fit for the data).
	Table 4.2.5                                           Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.
	95.0% Confidence Interval for B
	Collinearity Statistics

	
	B
	Std. Error
	Beta
	
	
	Lower Bound
	Upper Bound
	Zero-order
	Tolerance
	VIF

	1
	(Constant)
	30.938
	1.589
	
	19.466
	.000
	27.798
	34.078
	
	
	

	
	CRR
	.176
	.048
	.331
	3.695
	.000
	.082
	.271
	.661
	.108
	9.299

	
	LR
	-1.367
	.262
	-.302
	-5.220
	.000
	-1.885
	-.850
	-.813
	.257
	3.890

	
	MLR
	1.580
	.260
	.517
	6.081
	.000
	1.066
	2.093
	.908
	.119
	8.395

	
	MPR
	-.411
	.123
	-.212
	-3.339
	.001
	-.655
	-.168
	.300
	.214
	4.683

	Source: SPSS Statistic version 23
a. Dependent Variable: ASSETS



Table 4.5 show results for the Tolerance and Variance inflation factor. The VIF is used for ‘collinearity diagnostics’ to check for multicollinearity problems in this study. Tolerance is an indicator of how much of the variability of the specified independent is not explained by the other independent variables in the model. According to Tabachnick and Fidell (2001) If this value is very small (less than .10), it indicates that the multiple correlation with other variables is high, suggesting the possibility of multicollinearity. Also VIF values above 10 would be a concern here, indicating multicollinearity.


Here the tolerance values for our predictor variables are 0.108, 0.257, 0.119 and 0.214 respectively which is not less than .10; therefore, we have not violated the multicollinearity assumption. This is also supported by the VIF values of 9.299, 3.890, 8.385 and 4.683 respectively which is well below the cut-off of 10.
4.6
Test of Hypotheses
Decision Rule: 

The decision rule is to reject null hypothesis if the calculated sig. value is (less/equal to) ≤ 0.05.If the Sig. value is less than .05 (.000, .01, .0001, etc.), then the variable is making a significant unique contribution to the prediction of the dependent variable. If greater than .05, then you can conclude that that variable is not making a significant unique contribution to the prediction of the dependent variable. This may be due to overlap with other independent variables in the model.
Hypothesis one:

Ho1: The Cash Reserve Ratio (CRR) does not have significant effect on the performance of Deposit Money Banks in Nigeria

From table 4.5 there exist a significant relationship between CRR and ASSETS of Deposit Money Banks. The table revealed that Cash Reserve Ratiohas a significant value of 0.000which is less than the value of decision rule. This implies that the Cash Reserve Ratio is making a Significant and unique contribution to the performance of Deposit Money Banks in Nigeria.
Based on this output, the null hypothesis that the Cash Reserve Ratio does not have significant effect on the performance of Deposit Money Banks in Nigeria is therefore rejected. This result is in line with the studies of Punita and Somaiya (2020); Ajayi and Ajagbe (2018); Ogbulu and Torbira (2018). And also disagree with the works of Ndugbu and Okere (2021) and Udeh (2021).

Hypothesis Two:

Ho2: The Liquidity Ratio (LR) does not have significant effect on the performance of Deposit Money Banks in Nigeria

From the result of the analysis shown in table 4.5 there exist a significant relationship between Liquidity Ratio and ASSETS Base of Deposit Money Banks, the table revealed that Liquidity Ratio has a sig. Value of 0.000 which is less than 0.05.This implies that the Liquidity Ratio is making a significant and unique contribution to the performance of Deposit Money Banks in Nigeria.

Based on the output of the analysis in table 4.5 above the null hypothesis that the Liquidity Ratio does not have significant effect on the performance of Deposit Money Banks in Nigeria is therefore rejected. This result agrees with the works of Akanbi & Ajagbe (2018) and also disagree with the works of Ajayi & Atanda (2018), Ndugbu & Okere (2021), and Udeh (2021).
Hypothesis Three:

Ho3: The Maximum Lending Rate (MLR) does not have significant effect on the performance of Deposit Money Banks in Nigeria


The output of the analysis in table 4.5 above shows that Maximum Lending Rate has a sig. value calculated at 0.000 sig. value, this implies that the MLR is making a significant and unique contribution to the performance of Deposit Money Banks in Nigeria.
Since the sig. value calculated 0.000 is less than our decision value of 0.05, the researcher therefore rejects the null hypothesis that the Maximum Lending Rate does not have significant effect on the performance of Deposit Money Banks in Nigeria. This agrees with the works of Punita & Somaiya (2020), Amidu & Wolfe (2022), Imoisi, Olatunji & Ekpenyong (2019), and Okoye & Eze (2019). And also not in line with the works of Akanbi & Ajagbe (2018), Akomolafe, Danladi, Babalola & Abah (2021).
Hypothesis Four:

Ho4: The Monetary Policy Rate (MPR) does not have significant effect on the performance of Deposit Money Banks in Nigeria. 

From the result of the analysis in table 4.5 above, it could be seen that MPR is making a significant and unique contribution to the performance of Deposit Money Banks at a calculated sig. Value of 0.001. Based on this output, the researcher therefore rejects the null hypothesis thatthe Monetary Policy Rate does not have significant effect on the performance of Deposit Money Banks in Nigeria. This is in line with the works of Ogbulu & Torbira (2018), Okoye & Eze (2019), Ekpung, Udude & Uwalaka (2021) and Udeh (2021). Also disagrees with the works of APere &Karimo (2021).
4.7
Discussion of Findings

To compare the different variables it is important that we look at the standardised coefficients, not the unstandardised ones (table 4.5). ‘Standardised’ means that these values for each of the different variables have been converted to the same scale so that you can compare them. In this case we are interested in comparing the contribution of each independent variable; therefore we will use the beta values.

From the analysis above, it was discovered that the MLR has the largest coefficient beta value of 0.517 this means that this variable makes the strongest unique contribution in explaining the dependent variable, when the variance explained by all other variables in the model is controlled for. While The Beta value for MPR was slightly lower at -0.211), indicating that it made less of a contribution. 


From the researcher’s findings, it was discovered that there exist a positive and relatively significant relationship between Cash Reserve Ratio and Banks ASSETS with a coefficient level of 0.331, which implies that 1% increase in the Cash Reserve Ratio will lead to a 33% increase in the performance of Deposit Money Banks in Nigeria.

Also it was discovered that there exist a negative and unique significant relationship between Liquidity Ratio and ASSETS Base of deposit money banks. The result showed a standardized coefficient beta value of -0.302 which implies that a 1% increase in liquidity ratio will lead to a reduce in the performance of deposit money banks by 30%

The Maximum Lending Rate also showed a positive and relatively significant relationship with the ASSETS of Deposit Money Banks in Nigeria. The result showed a coefficient beta value of 0.517 which means a 1% increase in MLR will lead to a 52% increase in the performance of Deposit Money Banks in Nigeria.


Finally, the result for the Monetary Policy Rate also showed that there exist a negative but significant relationship between MPR and ASSETS of deposit Money Banks. The result showed a coefficient value at -0.212 which implies that 1% increase in MPR will bring about 21% reduce in the performance of Deposit Money Banks in Nigeria.

CHAPTER FIVE
5.0
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1
SUMMARY OF FINDINGS

The research work investigated the effect of monetary policy on the performance of Deposit Money Bank in Nigeria: 2020-2024. A monthly time series data were employed with variables such as: Cash Reserve Ratio, Liquidity Ratio, Maximum Lending Rate, Monetary Policy Rate and Aggregate Assets of Banks in Nigeria. The study found that monetary policy application in Nigeria within the period in review marginally impacted on performance of Deposit Money Banks. However, with an exception of Liquidity Ratio and Monetary Policy Ratio which showed a negative correlation each, other variables used in the analysis showed that there exist a positive relationship between monetary policies and performance of Deposit Money Banks in Nigeria. 

5.2
CONCLUSION 

The conduct of monetary policy is the statutory responsibility of the Central Bank of Nigeria (CBN) The primary objective of monetary management by the CBN is to ensure a stable macroeconomic environment, which is the basis for promoting sustainable economic growth and development.


Sound monetary and fiscal policy has become very crucial during the recent global financial crisis, when the Central Bank of Nigeria in collaboration with the fiscal authorities adopted measures to avert a collapse of the banking system and to stimulate aggregate demand and strengthen output growth.


Given the result of the estimated model, it shows that various monetary policies administered through those variables have not probably been adequately applied to help propel performance of Banks. However, below are the conclusions drawn from the study:


That there exist an obvious negative and positive correlation between monetary policy and Banks performances in Nigeria; that the various monetary policies of the government are sustainable if properly managed. 

5.3
RECOMMENDATIONS

The study recommends that the CBN should redefine monetary policy instruments by setting CRR at an equilibrium level in order to make more funds available to DMBs for advancing loan and investing in the economy for growth and development. In addition, the Nigerian government through the CBN should set lending rate an optimum level as these would help to boost credit expansion, money supply and invariably returns and profitability of deposit money banks in Nigeria. Further recommendations made in this study include the following:

i. For effective operation of the monetary policy measures in the Nigerian economy, the Central Bank of Nigeria should be granted full autonomy on its monetary policy functions. Partial autonomy should be replaced with full autonomy for the central banks devoid of government interference.

ii. The central bank of Nigeria and other financial authorities should persuade Deposit Money Banks to abide by the regulations governing the issuance of credit to the public. Any deviation from the set regulations should be punished to serve as a deterrent to others. 

iii. Monetary policy must work in random to create the right macroeconomic framework in other word such monetary policy applied by the central bank is to great extent depends on coordination with fiscal policy. Therefore, these two should be well articulated in order to bring out effective results. 

iv.  The government should also endeavour to make the financial sector less volatile and more viable as it is in developed countries. This will allow for smooth execution of the Central Bank monetary policies. Law relating to the operation of the financial institutions could be made a bit less stringent and more favourable for the operators to have room to operate more freely.

v. The Central Bank should support SMEs and promote their integration into the formal sector while at the same time working with government to improve the tax regime to make the tax capacity to approach the tax potential so as to reduce tax evasion to barest minimum and ensure that there is proper balancing between capital and recurrent expenditures of government.
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APPENDIX I

	Descriptive Statistics

	
	N
	Minimum
	Maximum
	Mean
	Std. Deviation

	ASSETS
	156
	28.71
	31.29
	30.5879
	.52736

	CRR
	156
	.69
	3.43
	2.0152
	.98801

	LR
	156
	3.40
	3.69
	3.4602
	.11654

	MLR
	156
	2.84
	3.45
	3.1663
	.17262

	MPR
	156
	1.79
	2.64
	2.3737
	.27190

	Valid N (listwise)
	156
	
	
	
	


	Correlations

	
	ASSETS
	CRR
	LR
	MLR
	MPR

	Pearson Correlation
	ASSETS
	1.000
	.661
	-.813
	.908
	.300

	
	CRR
	.661
	1.000
	-.352
	.773
	.830

	
	LR
	-.813
	-.352
	1.000
	-.766
	-.010

	
	MLR
	.908
	.773
	-.766
	1.000
	.453

	
	MPR
	.300
	.830
	-.010
	.453
	1.000

	Sig. (1-tailed)
	ASSETS
	.
	.000
	.000
	.000
	.000

	
	CRR
	.000
	.
	.000
	.000
	.000

	
	LR
	.000
	.000
	.
	.000
	.449

	
	MLR
	.000
	.000
	.000
	.
	.000

	
	MPR
	.000
	.000
	.449
	.000
	.

	N
	ASSETS
	156
	156
	156
	156
	156

	
	CRR
	156
	156
	156
	156
	156

	
	LR
	156
	156
	156
	156
	156

	
	MLR
	156
	156
	156
	156
	156

	
	MPR
	156
	156
	156
	156
	156


	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Change Statistics

	
	
	
	
	
	R Square Change
	F Change
	df1
	df2
	Sig. F Change

	1
	.933a
	.870
	.867
	.19267
	.870
	252.546
	4
	151
	.000

	a. Predictors: (Constant), MPR, LR, MLR, CRR
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