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CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
	People look at the financial statements to see the company’s performance to determine whether the company’s performance is good (financially good) or not (Rashid, 2020). They use it to judge the value of the business. Here, we can use ratio analysis to compare one number with another and generate a ratio, and then use them to assess whether the ratio indicates a weakness or strength in the company's affairs. These ratios can help company shareholders and other potential investors assess the company's value and quality (Kadim, Sunardi, and Husain, 2020). 
In recent years, the relationship between company value and financial ratio has been highly valued in the financial field. When investors want to use stock investment companies, they need to take some measures and analyze some factors. They cover the unique factors of the company and affect revenue. Because they are special to the company, financial ratios can provide investors with information about the actual value of the company. By analyzing the expected cash flow and the company’s assets, organizational structure, technology and human resources, we can obtain corporate value. In addition to shareholders, creditors also have the right to use company assets because they provide financial loans to the company. This is because when a company is about to suspend production, creditors will pay the accounts receivable earlier than the invested capital of shareholders (Hedija, Fiala and Kuncová, 2017).
Management employs financial analysis for purposes of internal control. In particular, it is concerned with profitability on investment in the various assets of the company and in the efficiency of asset management (Ibid: 349). Financial analysis as a role of financial analyst evolved with changes in the role of financial management. Financial management as a field of study is believed to have passed though several and significant changes over the years when it first emerged as a separate field of study from management in the year 1890. At that time emphasis was primarily on the acquisition of funds. This was so because the basic problem facing business managers and firms in the early 1900 was that of obtaining the desired capital.  
However, ratio analysis is one of the ways through which the financial statement could be interpreted. Also ratio analysis is a method used by financial manager and investors alike to compare a company’s financial structure, condition, and performance with standards prevailing in such industry for the purpose of highlighting improvement or deterioration in the trend of the business performance.
Lucky (1988) defines ratio analysis as the systematic process ratio from both internal and external financial report so as to summarize key relationship and results in order to appraise financial performance.
More so, ratio analysis could serve as a practical means of monitoring and improving performance and it could be enhanced when:
i.) Ratio is prepared regularly and on a consistent basis so that trends can be highlighted and changes investigated.
ii.) Ratio prepared for and individual firm can be compared with facilitated when the firm has ready access to comparative ratio prepared in a standard manner.
iii.) Ratio is prepared showing the inter-locking and inter-dependent nature of the factors which contribute to the financial success.
Nevertheless, ratio analysis utilizes figures that routinely appear in the financial statements for a period of several consecutive years, (that is, 5 years to 10 years). Once calculated, the ratio may be compared with external industry standard with internal goals and budgets of the organization in order to detect fraud and estimates, improvement and stability of the measure condition.
1.2	Statement of the Problem
	Management decision is one of the key to success in an organization, and such, management of a given organization makes decision based on financial performance prevailing in such establishment.
	In arriving at such decision, the management tries to focus their attention on two basic of comparison which are as follows:
Current performance are compared with the records of the past year in the organization at least (5) years period.
As a result of this exercise, in-estimable coming may arise which could Force management to take drastic step/decision that could make the organization. Also, problem may arise when an attempt is made to compare the ratio of one business with other organization, and these could arise as a result of different accounting basis and the after math result could not be relied upon.
Moreover, problem (s) associated with effect of inflation are always being ignored and the resultant ratio are of limited value. As a result of the following the aforementioned shall be examine in the course of this research work   
1.3	Research Questions
Profitability, operating efficiency, output level, capital investment and dividends are considered as measures of success of a firm. Ratio analysis is a very useful tool to raise relevant question on a number of a managerial issues. This study seeks to answer the following questions:
i.	Does ratio analysis help management in taking effective decision?
ii.	How efficient are financial ratios analysis in evaluating the performance of an organization?”

1.4	Objectives of the Study
	The broad objective of the study to analyze how ratio analysis can be used to measure performance of an organization. The following specific objectives will be examined in the course of this study:
i.	To investigate whether ratio analysis help management in taking effective decision.
ii.	To examine the how efficient are financial ratios analysis in evaluating the performance of an organization
1.5	Research Hypothesis 
In an attempt to answer the research questions, two hypotheses have been developed. These hypotheses are null hypothesis and alternative hypothesis.
The hypotheses are given as follows:
Ho1: Ratio analysis does not help management in taking effective decision 
H1i: Ratio analysis does help management in taking effective decision 
Ho2: There is no significant relationship between financial ratios analysis and evaluation performance of an organization 
1.6 Scope of the Study
	The research work essentially deals with ratio analysis which is a tool for evaluating company’s performance. This study is restricted to Guarantee Trust Bank Plc, Ilorin by adopting intra-company analysis which involves the analysis of performance within a business organization.
	And, this research work did not go beyond using ratio analysis which is created within a year, financial period (2019-2025).	
1.7  Significance of the Study
	Ratio analysis is the most powerful tool of financial analysis. Financial analysis is the process of identifying the financial strengths and weaknesses of a firm by properly establishing relationships between the items of the Balance Sheet and the Profit and Loss Account. Financial analysis can be undertaken by management of the firm, or by other stakeholders outside the firm, viz: owners, creditors, investors and others. The relationship between two accounting figures, expressed mathematically, is known as financial ratio. Financial ratios help to summarize large quantities of financial data and to make qualitative judgement about the firm’s financial performance. It is important to note that a ratio reflecting a quantitative relationship, helps to form a qualitative judgement (such is the nature of all financial ratios).
The analysis of financial ratios indicates the operating and financial efficiency, and growth of a firm. The financial ratios could be used to determine – the ability of the firm to meet its current obligations; the extent to which the firm has used its longterm solvency by borrowing funds; the efficiency with which the firm is utilizing its assets in generating sales revenue, and the overall operating efficiency and performance of the firm.
1.8	Limitation of the Study
	Limitation of the study are constraints faced by the research process challenges that can affect the smooth control of the researcher that may bring about restriction on the conclusion beyond the control of the researcher that may bring about restriction on the study and their generation to other situation they are listed below.
Low response from personnel; this causes hindrance in gathering information needed for the success of the research respondent reaction was organization tagged their information as a top secret but only after serious persuasion to the respondents that information were given.
Time constrains; the insufficient time given for the research in another limitation to the study, the time scheduled for this project was (one to two) working days and the rest of the days for lecturers and weekend for write up, with this making it difficult in gathering information as needed.
1.9	Definition of Key Terms 
Ratio Analysis: Ratio analysis, simply put the analysis of accounting ratio, an accounting ratio to Igben (2021) is a proportional or percentage expressing the relationship between one item in assets if financial statement, ratio involves the use of ratio as a “bench” mark for evaluator the financial position and performance of a firm. (Pandey 2021)   
Performance Evaluation: Performance can be defined as the ability of a person or machine to do something (Longman dictionary of contemporary English 2nd edition 1987). Performance evaluation, therefore involve efforts or activities aimed at assessing the ability of a company to manage investor fund well so that an optimum return can be earned on the capital invested in them.
Analyst: it is an executive whose mental orientation is driven by fact analysis and logic (Koch, 2021 page 150)
Analytical Tools: it is an instrument for making rational decision toward achieving the objective of the firm (Oloure 199)
Financial Statement: this include a large volume quantitative data supplemented by descriptive note (Ekwere 2012)
Data:  A much abused plural noun (incorrectly used by used manager as though, it were singular) indicating the objective numeric and factual basis of analysis and conclusion (Koch 1994). 

CHAPTER TWO
LITERATURE REVIEW
2.1	Conceptual Framework
2.1.1	Concept of Financial Ratio Analysis
	According to Olowo (2006) financial ratio analysis is the relationship between financial data in financial statements to aid financial condition and performance of the firm. The financial ratio analysis will give an analyst of better insight into the understanding and would be obtained by examining the financial data alone.
In the preparation of financial ratio analysis, it goes beyond making sure that the account balance and that the company makes either a profit or loss which will be used to make a report at the end of the accounting year. This entails communication, not just to the company workers but also to the general public, which therefore presumes and promotes understanding. 
 	Some authors view the concept differently and it also has a consensus, which centers on it being a tool for financial analysis most of which are supportive and other critic. Pandey (2023: 108) defined financial analysis as the process of identifying the  financial strengths and weakness of the firm by proper establishment of relationships  between the items of the balance sheet and the profit and loss account. 
Financial ratio analysis as defined by kieso Dand Weyang J. (2016:726) identifies  present strengths and weaknesses of a company and does not reveal what they are as  they are. Ratio analysis is tool for financial analysis. Egungwu (2004: 141) states that ratio provides benchmark on which analysts summarize large quantitative financial data in order to take qualitative and quantitative decisions about the strength and weaknesses of the firm. Pandey (2023:107) states that ratio analysis is the starting point in the development of information desired by the analyst and other users of information statements. 
Lawrence (2016:265) said that ratio can be obtained by dividing one quantity by  another. Chandra (2021:729) states that ratio is an arithmetical relationship between two figures. He forwarded by defining financial ratio analysis as a study of ratio between two various items or group of items in financial statement. Hampton (1992:75) defines ratio analysis as the valuable insight into the firm’s effort achieves liquidity and profitability. Pandey (2023:109) state the financial ratio analysis is a powerful tool for financial analysis. He said that ratios are the quotient of two mathematical expressions and it is the relationship between two or more things. 
These definition shows that the ratio are measurement tools in the analysis of  financial statement and the evaluation of a company’s performance. Nickerson (2007:109) says that ratio themselves control nothing nor do they provides explanations of what has happened; there is a danger that they may serve as inadequate, faulty goals and measures of performance, through ratio analysis provides the means for spotting situation that appear to be out of line. Lucy (2021: 452) says that ratio analysis is a systematic production of ratio from both internal and external financial analysis and report so as to summarize key relationships and results in order to appraise financial performance. Ratio analysis as a practical means of measuring and improving performance is greatly enhanced when: 
A. Ratio is prepared showing the interlocking and micro dependent nature of factors, which contribute to financial success. 
B. Ratios are prepared regularly and on a consistent basis, so that trends can be highlighted and the changes investigated. 
C. Ratios prepared for an individual firm can be compared with other firms in the industry. 
Ratio analysis can direct its attention to areas where there is inefficiency and this provides a valuable service but this cannot determine how the inefficiency will be corrected. Brockington (2017:202) states the fact that though ratios are valuable, a warning must be given automatically which can be regarded as a good or bad. Such values must be related to the types of business which is being carried on and to accounting processes which have produced the figure on which it is based. Financial ratios analysis can also be said to be a useful analytical tool if used wisely. Bull (1980: 104).Says that financial ratio analysis is the relationship between certain aspects of activities of the firm as revealed in the income statement, profit and loss account and the balance sheet, which established a pattern of behavior.	
A calculated ratio needs to be compared with other ratios to be useful. There are three comparisons:
a. 	Trend analysis: This involves comparing the present ratio with past and 	expected future ratio for same company.
b. 	Cross sectional analysis: This involves comprising ratio with ratio of 	similar firm it will give an insight into the relative financial condition and 	performance of firm.
c. 	Company ratio with industry average: of the same point in time. This 	will also give an insight in relative financial condition and performance of 	the firm, the concept of financial ratio can be issue of liquidity and non 	profitability because of financial crisis and run on some organization.
	Ebhodagbe (2017) in support with Toyin (2004) says that liquidity is reflected in the inability to meet the performance of an organization., therefore the model of providing liquidity on demand to meet ability side of the company.
	According to James (2008) said this concept of financial ratio is the arithmetic between the figures in set of financial statement. Financial ratio provides a meaningful and unbiased quantitative representative of the result of internal decision and external condition and also serve as indication if possible irregularities in managerial behaviours and company future.
	The underlying causes of a particular matter have no meaning in themselves. 
Types of Ratios and their Usage
	In view of diverse requirement or various uses of financial information, ratios are classified into the following categories:
· Liquidity ratios
· Leverage ratios
· Activity ratios
· Profitability ratios
This study supported the ratios used by john and Oriol.
Liquidity Ratios: These are ratios used to measure by establishing a relationship between cash and other current assets to current obligation. Trade creditors and short term lender are particularly interested in this ratio to determine an organizations ability to service and pay off debts.
A firm should ensure that it does not have a very low liquidity ratio or a very high ratio. Low liquidity ratio makes a firm to become insolvency which can lead to loss of creditors, bad credit rating and ratio is bad because idle asset earn noting. Ration which can be used to measure the liquidity of a firm are:
a) 	Current ratio
b) 	Acid test ratio
c) 	Cash ratio
* Current Ratio: The ratio is used to measure the firms shot-term solvency. Although a ratio of 2:1 is regarded as a comfortable, this could be positive guidance of solvency as to ability of a firm to cover current liability adequately with current assets.
Current ratio = Current Asset
		Current Liability 
* Acid Test Ratio Or Quick Ratio: This is used to measure the firm’s because stock is regarded as the most liquid of the entire current asset on which losses are most likely to occur in the event liquidation.
Acid-test ratio =Current Asset-Stock
		  Current Liability.
* Cash Ratio: Since cash is the most liquid assets, financial analyst may examine cash ratio and its equivalent to current liability’s.
Cash ratio = Current Market table Securities
			  Current Liabilities
	Marketable securities are equivalent to cash; they are temporary or short-term investment in shares debenture, bonds or other security. These securities are readily marketable and can be converted to cash within the accounting year.
Leverage Ratio: These are ration use to measure the firm’s financial risk and ability of the firm in using debt to shareholder’s advantage. It indicates the mix of funds provided by owners and lender in financing the firm’s assets. Debt compared to equity is riskier, since it is a legal obligation to pay interest whether a profit or loss is incurred. Also using debt enhances the earning to shareholders. Firms with low leverage ratio are loss risky when the company is downturn, but have lower profit when the economy booms. Conversely firms with high leverage ratio run the risk of large losses but also have the chance of giving high profits.
The following ratios are used to measure company:
a) 	Debt ratio
b) 	Debt equity ratio
c) 	Total liabilities to total assets ratio
d) 	Coverage ration
e) 	Capital employed to net worth ratio.
Debt Ratio: It is used to measure the extent to which total asset has been financed with debt. Debt includes current liabilities and all bonds. The lower the debt ratio, the cushion against creditor’s losses in the event of liquidation. The owner of a company may seek high leverage to maximize profit because raising new equities means giving some degree of control.
Debt ratio = Total Debt  =100
		Total Asset
Current Liabilities: Equity, it compares current liabilities to the company’s equity, which is capital employed or provided by the shareholders. A low current liability equity ration means a greater claim of owner, than creditors. This represent a satisfactory capital structure to a creditor as it provides margin of safety.
Current Liabilities: Equity =Current Liabilities
			                  Equity
Total Liabilities to Total Asset Ratio: This is used to measure the portion of total funds both short and long term provided by outsider to finance total assets of the firm. It is calculated thus:
Total liabilities to total assets = Total Liabilities
				    Total Assets
Coverage Ratio: This type of ratio is used for increasing the firm’s the members of time. Interest charges are covered by funds that are ordinarily available for their payment. A high ratio is desirable, but too high ratio indicates that the firm is very poor in using debt and that it is not using credit to the best advantage of shareholders.
Coverage Ratio = Debit
		    Interest
Capital Employed To Fixed Asset: These are the ratios that are employed to evaluate the efficiency with which the firm manages and utilized it assets, (Pandey, 2021). 
Activity Ratios are also called turnover ratios because they indicate the speed at which asset are being converted or turned over into sale. This efficiency can be judged with the calculation of the following ration:
a) Inventory turnover ratio
b) Fixed asset turnover ratio
c) Total asset turnover ratio
d) Debtors turnover ratio
e) Average collection period ration
An activity ratio involves the relationship between sales and assets generally reflect asset. A good balance between sales and assets generally proper and efficiency management of company assets.
Inventory Turnover: This is used to indicate the efficiency of the firm in producing and selling off its product.
Inventory turnover ratio = Cost of Goods Sold
		  	      Average inventory
Note: average inventory = opening inventory + closing inventory /2
The cost of Goods sold may not be available to an outsider analyst from the inventory turnover ratio as
Fixed Asset Turnover Ratio: This is used to measure adequacy of sales in relation to investment in fixed assets. Fixed asset turnover can be calculated as;
Fixed asset turnover =   Sales
			Net fixed assets
Total Asset Turnover Ratio: This is used to measure the efficiency management of company’s asset. The formula goes thus;
Total asset turnover ratio=   sales
			    Total assets
Debtors Turnover Ratio: It shows the slowness of debtors to settle their debts. Since debtors are liquid asset only when their debt can collect.
Debtors turnover ratio = Annual credit sales
			 	Debtors
Average Collection Period Ratio: It shows the average length of time in which debt remain uncollected. The calculation goes thus;
ACP =	Debtor x Week in a year
		Annual credit sales
Profitability Ratio: These are ratio used to measure the operating efficiency of the company in terms of profit. The excess of revenue over excess is called profit which is the ultimate goal or objective of every firm. Profitability ratio is the most important aspect to management creditors and even the owners of the firm went optimal investment. Financial managers should often evaluate the efficiency of their firm in term of profit so as to maximize profit.
A profitability ratio is divided into two namely:
i. Those showing profitability in relation to sales.
ii. Those showing profitability in relation to investment
Profitability In Relation To Sale: Under this we have
a) Gross Profit Margin: this ratio reflect the efficiency with which management produces each unit of products.
Gross profit margin ratio= Gross profit
				 Sales
Note: gross profit =   Sales – Cost of Goods sold.
	A high gross profit margin is a sign of good management when there is a fall in the gross profit of a firm which may be due to inefficient utilization of resources, high cost of sales, with selling prices, remaining constant etc. the financial manager must be able to detect the cause of the falling in the gross profit and initiate action to prove the situation.
A reasonable gross profit margin is necessary to earn net profit.
b) Net Profit Margin: this ratio established a relationship between net profit and sales and indicates management’s efficiency in manufacturing administering and selling the products. It is the overall measure of the firms ability to turn each naira (N) of sales to net profit.
	A firm with a high profit margin ratio would be in an advantage position to survive in the face of falling sales prices raising cost of production or declining demand for its products while a low net profit margin firm will find it difficult to withstand adversities.
	Net profit margin = Net profit after tax
				       Sales
Profitability 
ENT: Under this, we have: 
a) Return on assets ratio: it is used to measure the profit generated by the firm compared to its investment or assets used in generating that profit. The return on asset is the same as return on investment (ROI)
ROL = EBIT (I – tax)
               Total asset
This ratio reveals the relative performance and strength of the company in attracting future investment.
Investor Ratio: These are ratios used by investors in the stock. Investors will want optimal investment, investor’s ratio are made use of in deciding where to invest their fund.
Under this category, we have the following ratios:
a) 	Earnings per share ratio
b) 	Dividend per share ratio
c) 	Dividend yield ratio
d) 	Price earnings  ratio
	Existing shareholders make use of these ratios in order to know who profitable their investment is and also if it is not done well, they can sell up their shares in such company and invest in another firm that has higher dividend. As firms will not want to lose their shareholder and even want more investors. They make sure those ratios concerning investors are very attractive.
a. EARNING PER SHARE RATIO: This shows the profitability of the firm on per share basis. EPS does not reflect how much is paid as dividend and how much is retained in the business.
EPS = Profit tax –Presence Dividend
        No of ordinary share outstanding
Where, No – Number
b. Dividend Per Share Ratio: this show how much is actually received by shareholder on each unit of share out of the Net profit tax. It is calculated thus:
DPS =earning distributed to shareholder /number of ordinary share outstanding
c. Dividend Per Out Ratio: Earnings which are not distributed to shareholders are retained in the business. The dividend payout is calculated as:
Dividend approved for the year
Earning for the year available for dividend
d. Dividend Yield Ratio: this is used to evaluate the shareholder return in relation to the market value of the share. This is computed as 
Dividend yield ratio =dividend per share/market value per share
e. Price Earning Ration: this is widely used by security analyst to value the firm’s performance as expected by investors. The earnings of a firm do not automatically become returns to a common stockholder, instead his return come as dividend payments and /or appreciation with market value of his stock. The return on an investments in stock reflects both in dividend payment and the change in the market price of the stock since the date the stock was purchase (melum, 1993) 
Price earnings ratio = market value per share/earnings per share.
2.1.2	Importance of Financial Ratio to Users
1. Financial ratio is an important tool used as a bench mark for evaluating the financial position and performance of the firm.
2. Ratios are a yardstick for evaluating the financial position and performance of a firm.
3. Ratios make it easier to look at change over time by comparing ratios in one time period with the corresponding ratios for periods in the past.
4. Ratios help to summarize the large quantity of financial data to make qualitative judgment about the firm financial performance.
5. Financial ratios are easier to understand than absolute measures of physical quantities or money value.
6. Financial ratios can be used to identify the financial strengths and weakness of the firm.
7. Ratios analysis helps to facilitate the evaluation of several aspects such as profitability and operational efficiency of the firm. 
8. Ratios provide a way of summarizing an organization result and comparing them with similar organization.
2.1.3	Historical Development of Ratio Analysis
The discipline of financial analysis has its roots in the principles of accounting. Historically, it was a combination of corporate reporting practices and a major depression that dictated this background. Financial analysis encompasses both security analysis and corporation finance, as these two fields can be considered to be two sides of the same coin. Security analysis has traditionally looked down upon the financial decisions of a firm from the point of view of an outsider, while corporations finance (or business finance, or financial management) has considered financial decision-making from the perspective of an operating officer. In addition, portfolio analysis has emerged from security analysis to be a discipline in its own right. Financial analysis thus appeared the most appropriate term with which to describe the intellectual framework common to all these fields of study.
In 1866 the Treasurer of the Delaware, Lackawanna, and Western Railroad Company, for example, once responded to a request for information from the New York Stock Exchange by writing, “The Delaware, Lackawanna R.R. Co. make no reports and publish no statements and have done nothing of the kind for the last five years.” By 1934, when Benjamin Graham and David Dodd wrote their classic study, Security Analysis, corporate reporting practice was much more sophisticated than this quotation suggests. Nonetheless, the level of corporate disclosure and the accounting standards in use were by no means as high as those which analysts now regard as normal. As a consequence, entire sections of Graham and Dodd’s work are devoted to the fine points of recasting a corporation’s income statement and balance sheet into more meaningful form and explaining other techniques of financial statement analysis.
Moreover, Security Analysis was first published in the era of the Great Depression, when investors had good reason to question whether a corporation with a high level of bonded indebtedness would be able to refinance its debt or meet its interest payments as they fell due. Each investor had to assess the probability of a firm’s failure. Given a historical tradition of inadequate disclosure and the peculiar liquidity problems of the depression, a premium was placed upon analysis with skill in accounting techniques.
The conditions that prevailed when Graham and Dodd wrote their work are not prevalent today, however. The corporate income tax and the heightened sophistication of the accounting profession have gradually forced most businesses to keep better records and to adopt more adequate accounting practices. In addition, the probing of security, analysts and the requirements of the Securities and Exchange Commission, as well as the various exchanges on which securities are listed, have in large measure succeeded in improving disclosure practices.
2.2	Theoretical Framework
2.2.1	Altman’s Z–Score Financial Analysis Tool 
The Z-score formula for predicting bankruptcy by Edward I. Altman is a multivariate formula that measures the financial health of a company and a powerful diagnostic tool that forecasts and predicts the probability of bankruptcy within two years. Studies measuring the effectiveness of the Z-score have shown the model to be accurate with over 70% reliability (Eidleman, 2023). The Z-score combines five common business ratios using a weighting system calculated by Altman using eight variables from a company’s financial statements – working capital (current assets less current liabilities), earnings before interests and tax, retained earnings, sales, market value of equity, total assets and total liabilities to determine the likelihood of bankruptcy (Gentry, 1985). The weighting system was originally based on data from publicly held manufacturers, but has since been modified for private manufacturing, non-manufacturing and service companies (Ohlson, 1980). Z-scores attempt to replace various independent and often unreliable and misleading historical ratios and subjective rule-of-thumb tests with scientifically analyzed ratios which can reliably predict future events by identifying benchmarks above which ‘all’s well’ and below which there is imminent danger (Gentry, 1984). Z-scores provide a single-value score to describe the combination of a number of key characteristics of a company. Some of the most important predictive ratios are weighted according to perceived importance and then summed to give the single Z-score which is then evaluated against the identified yardstick or benchmark (Elliott & Elliott, 2006). Breaking down the Z Altman (1968) examines why the following particular ratios are included in the Z-score formula for predicting the corporate health of an organization and their significance: A working capital/total asset (WC/TA) is a ratio that is a good test for corporate distress. A firm with negative working capital is likely to experience problems meeting its short-term obligations - because there are simply not enough current assets to cover them. By contrast, a firm with significantly positive working capital rarely has trouble paying its bills. Retained earnings/total assets (RE/TA) measures the amount of reinvested earnings or losses, which reflects the extent of the company's leverage. Companies with low RE/TA are financing capital expenditure through borrowings rather than through retained earnings. Companies with high RE/TA suggest a history of profitability and the ability to stand up to a bad year of losses. Earnings before interest and tax/total assets (EBIT/TA ) is a version of return on assets (ROA), an effective way of assessing a firm's ability to squeeze profits from its assets before factors like interest and tax are deducted. Market value of equity/total liabilities (ME/TL) is a ratio that shows - if a firm were to become insolvent - how much the company's market value would decline before liabilities exceed assets on the financial statements. This ratio adds a market value dimension to the model that isn't based on pure fundamentals. In other words, a durable market capitalization can be interpreted as the market's confidence in the company's solid financial position. Sales/total assets (S/TA) tells investors how well management handles competition and how efficiently the firm uses assets to generate sales. Failure to grow market share translates into a low or falling S/TA. 
Interpretation of the Z-Score According to Altman (2023), the lower the score, the higher are the odds of bankruptcy. A Zscore of lower than 1.8 indicates that the probability of financial embarrassment is very high and that the company is likely heading for bankruptcy. Companies with scores above 3 are safe and unlikely to enter into bankruptcy. Scores in between 1.8 and 3 lie in a gray area where scores from 1.8 and 2.7 indicate good chances of the company going bankrupt within two years of operations from the date of financial figures given and from 2.7 to 2.9 is an alert zone. This zone is an area where a company should exercise great caution (Altman, 1968).
2.3	Empirical Review
	Thachappilly (2016), discuss about the Profitability Ratios Measures on Margins and Returns such as gross, Operating and/or Net Profits, ROA ratio, ROE ratio, ROCE ratio. However, he stated that to determine the Gross profit is the surplus generated by sales over cost of goods sold. That is, Gross Profit Margin = Gross Profit/Net Sales or Revenue. Moreover, Operating profits are arrived at by deducting marketing, administration and R&D costs from the gross margin. Nonetheless, He explains that Operating Profit Margin = Operating Profit/Net Sales or Revenue. He also explains that the return on resources used is divided into three categories such as ROA, ROE, and ROCE: At first the Return on Assets = Net Profit/ (Total Assets at beginning of the period + Total Assets at the close of the period)/2).The denominator is the average total assets employed during the year. Return on Equity = Net Profit/ (Shareholders' Equity at the beginning of the year + Shareholders' Equity at the close of the year)/2).ROCE ratio: Return on Capital Employed = Net Profit/ (Average Shareholders' Equity + Average Debt Liabilities). 
Oberholzer and Van der Westhuizen (2004) investigated the efficiency and profitability of ten banking regional offices of one of South Africa‟s larger banks. This study demonstrates how conventional profitability and efficiency analyses can be used in conjunction with DEA. Although their study concentrated on banking regions, their findings confirm those of Yeh (2017) that DEA results as an efficiency measure have a relationship with both profitability and efficiency ratios. The conclusions were that there are significant relationships between conventional profitability and efficiency measures and allocated cost and scale of efficiency had no significant relationship with technical efficiency.	
Ahmad and Hassan (2007) analyzed the asset quality, capital ratios, operational ratios such as net profit margin, net interest income, income to asset ratio, non-interest income to asset ratio and liquidity ratios for seven years from 1994 to 2021. Islamic banks on an average were the preeminent performer in terms of lowest non-performing to gross loan ratio, capital funds to total asset ratio, capital funds to net loans ratio, capital funds to short-term loan ratio, capital funds to liabilities ratio, non-interest expense to average asset ratio and most of the liquidity ratios.
Hassan and Bashir (2003) who look at the determinants of Islamic bank performance and show Islamic banks to be just as efficient as conventional banks if one uses standard accounting measure such as cost to income ratio. Moreover, banks should have solid knowledge of how to manage their data and how to create and emend the database periodically. 
Samad and Hasan (2021) apply financial ratio analysis to see the performance of Malaysian Islamic bank over the period 1984-2012 and generally find that banker’s lack of knowledge was the main reason for slow growth of loans under profit sharing. 
Samad (2004) examines empirically the performance of Bahrain's commercial banks with respect to credit (loan), liquidity and profitability during the period 1994-2021. Ten financial ratios are selected for measuring credit, liquidity and profitability performances. By applying t-test to these financial measures, his paper finds that commercial banks' liquidity performance is not at par with the banking industry. Commercial banks are relatively less profitable and less liquid and, are exposed to risk as compared to banking industry. With regard to credit performance this study finds no unambiguous conclusion Tarawneh (2006) found that the banks having high total capital, deposits, credits, or total assets does not always means that has healthier profitability performance. The operational efficiency and asset management, in adding to the bank size, positively influenced the financial performance of these banks. In the light of his empirical study he concluded that the operational efficiency and asset management, in addition to the bank size, strongly and positively influenced financial performance of the banks. Jahangir, Shill and Haque (2007) stated that the traditional measure of profitability through stockholder’s equity is quite different in banking industry from any other sector of business, where loan-to-deposit ratio works as a very good indicator of banks' profitability as it depicts the status of asset-liability management of banks. But banks' risk is not only associated with this asset liability management but also related to growth opportunity. Smooth growth ensures higher future returns to holders and there lies the profitability which means not only current profits but future returns as well. So, market size and market concentration index along with return to equity and loan-to-deposit ratio grab the attention of analyzing the banks’ profitability.	


CHAPTER THREE
RESEARCH METHODOLOGY
3.1	Research Design 
The design of the study are based on the questionnaire out to the staff and customers of the organization to made the research work useful and accurate for the research that will make use of the project research smiles technique is used to details relevant oral interview through inter personal communication.
3.3	Population of the Study
The population of the study surveyed is made up of the organization staff, customer and the interest and stakeholders in the Guarantee Trust Bank Plc, and questionnaires were administered randomly among the employer in the organization. The response from the questionnaires respond at would be since as the base for the organization decision making.
3.4	Sample Size and sampling Technique
	For this research work, random sampling was used as a means of administering questionnaires. A sample will be chosen in such a way that at each Stage, all the information and data needed to be covered will be covered. The set questionnaires will be personally administered by the researcher; fifty (50) questionnaires will be administered for the purpose of this study which is expected to give a result that would adequately represent the population. 
3.5	Sources and Method of data Collection
	Sources of data information include primary and secondary sources of data collection. Primary sources of data are, ways in which we collect the data from the Original sources of it i.e. face-to-face discussion with the respondent which is a staff in the organization. It is designed by the researcher to fill by the staff of the organization, it covers all the staff of the organization in accounting departments, the researcher urged the respondents to respond honestly to the question administered while secondary sources of data are the information that have already been recorded in the subject data in various document including books annual of the organization.

3.6	Instrument of dada collection
	The research instrument used for data collection is through questionnaire and it will be self-administered to the sampled population. The respondents will be asked not to disclose their names on the questionnaires so as to make the respondents anonymous.
3.7	Techniques of Data Analysis 
	Because of the efficacy and authenticity of this research, chi-square test will be employed. The chi-square test is performed by defining the numbers categories and observing the number of case falling into each category and knowing the expected number of cases fully in each category, the formulae for the chi-square is: 
X2=(Oi-Ei)2
Ei
Where x2 = chi-square: Oi = Number of observed case in category i
Ei = Number of expected cases in category i
	The researcher used 0.05 and o.95 level of significance in testing the hypothesis. The calculated chi-square (x2cal) and the tabulated chi-square (x2tab) are compared and a decision made therefore.
Accept H1 if x2cal<x2tab
Reject Ho if x2cal>x2tab
3.7	Model Specification 
The multiple regression analysis will adopted to show the relationship between cashless policy and how it affects the growth and economy of Nigeria such as narrow money supply (M1), a broad money supply (M2) and Government Expenditure (ge) as the independent variables but only M2 will be used in the mode since m1 is included in the formulation of M2 while central bank is taken as the dependent variable. Thus in a normal form the model could be formulated as:
 CB=F(M2,GE,U)
 And in an explicit form expressed as: 
CB= B+ B1M2+B2GE+U 	
 Where: 	CB = Commercial Banks 
		B  = Constant or Intercept 
	B1 and B2 =parameter estimate 
	M2 = Board money supply 
	GE = Government Expenditure 
	U = Stochastic Error Term 


CHAPTER FOUR
ANALYSIS AND DISCUSSION
4.1	Introduction 
	This chapter is set out to present analyses of the data collected through the application of questionnaire and also the information extracted from annual report of the Guarantee Trust Bank PLC review. The main research questions are tested by converting them into null and alternative hypothesis. 
4.2 	Demographic Characteristic of Respondents  
	This demographic classification of respondents by sex. Age education management cadre and working based on questionnaire administered. 
Table 4.1.1 Distribution of Respondent Base on Sex
	
Sex
	Number of Respondent 
	Percentages

	Male 
	31
	67%

	Female 
	19
	33%

	Total
	50
	100%


Sources: Field Survey, 2025
	The table above shows the percentage distribution respondent by their sex male respondents constitute 67% while female respondent constitute 33%.
Table 4.1.2 	Distribution of Respondent By Age
	Age 
	Number of Respondent
	Percentages

	20-29
	29
	67%

	30-39
	14
	33%

	40-49
	4
	9%

	50-59
	2
	4%

	60 and above 
	1
	2%

	Total
	50
	100%


Source: Field Survey, 2025
	The table above shows the age of the various respondents.  All respondent are above thus the respondent are of age.


Table: 4.1.3 Distribution of Respondent by Education Qualification.
	Education 
	Number of Respondent
	Percentages

	O’ level 
	2
	4%

	NCE / OND
	4
	9%

	First Degree /HND
	34
	52%

	Second Degree 
	13
	28%

	Professional qualification 
	3
	7%

	Total
	50
	100%


Source: Field Survey, 2025
	Table 4.1.3	 shows that of the 46 respondents only 6 representing 13% of the respondents have lower than the first degree.  The remaining respondents representing 87% have the first degree or higher qualification.
	Thus, the respondents have adequate educational qualifications and consequence the information supplied is reliable and relevant for the purpose of the research.
Table 4.1.4: Distribution of Respondents By Management Cadre
	Management cadre
	Number of Respondent
	Percentages

	Top management 
	12
	26

	Middle level 
	13
	28

	Lower level 
	25
	46

	Total 
	50
	100%


Source: Field Survey, 2025
	The table above shows the various management cadres that the respondents belongs to the top cadre constitute 26% middle cadre constitute 28% lower constitute 46% of the respondents.
4.1.5	  Distribution of Respondents by Work Experience
	Year of Experience 
	Number of Respondent
	Percentages

	Above 10 year 
	12
	26

	10 years
	15
	28

	Less than 10 year
	22
	46

	Total 
	50
	100%


Source: Field Survey, 2025
	Table 4.1.5 above shows the working experience of the various respondents 35% of the respondents have working experience less than or equal to 10 years.  The remaining 65% of the respondents have above 10years.  This implies that most of the respondents are well experienced and this information supplied are relevant for the researcher purpose.


4.3	Statistical Result
4.1.6: Ratios are Highly Needed for Company Performance Evaluation
	Response
	No of respondent
	Percentage

	Strongly agree 
	15
	23.4

	Agree 
	10
	31.3

	Not sure 
	13
	20.3

	Disagree 
	8
	12.5

	Strongly Disagree 
	8
	12.5

	TOTAL 
	50
	100


Source: Field Survey, 2025
	From the table 3 above, 23.4% strongly agree that ratios are highly need for company performance evaluation, 31.3% agree that ratios are highly needed for company performance evaluation, 20.3% are not sure that ratios are highly needed for company performance evaluation while 12.5% disagree and strongly disagree that ratios are highly needed for company performance evaluation.
4.1.7: Financial Ratio are Important for Company Performance Evaluation
	Response 
	Number of Response
	Percentage (%)

	Strongly agree 
	11
	18.8

	Agree 
	12
	26.6

	Not sure 
	15
	28.1

	Disagree 
	12
	15.6

	Strongly Disagree 
	-
	-

	TOTAL 
	50
	100


Source: Field Survey, 2025
	From table 5 above, 18.8% of the respondents strongly agree that ratios are important for company performance evaluation, 26.6% agree that financial ratios are important for company performance evaluation, 28.1% are not sure of that fact that financial ratios are important for company performance evaluation, and 10.9% disagree and strongly disagree respectively that financial ratios are important for company performance evaluation.
4.4	Test of Hypothesis 
	The testing of the hypothesis formulated are done through the use of chi-square (x2) statistical method of data analysis.  These data are obtained firm the questionnaire administered.  The test is done at = 0.05 level of significance and (r-1) (c-1) degree of freedom.
Hypothesis
H01 – Ratio analysis does not help management in taking effective decision 
	To test this hypothesis, question 1 is used against the management cadre of the respondents.  




Thus this includes a 3 x 2 configent table as shown below
	Management 
	Yes
	No
	Total

	Top level 
	10
	2
	12

	Middle level 
	8
	5
	13

	Lower level 
	21
	-
	21

	Total 
	39
	7
	46


The expected frequencies (c) are calculated using.
e = Row total   x column total 
             Grand total
Chi – square (x2) is given by
X2 = E (0-e)2
     e
Where 0 = observed frequencies
	  e =expected frequencies 
The degree of freedom is calculated as follows.
(r-1) (c-1) = (3-1) (2-1) = 2 x 1 = 2
	The calculated value of 9.233 is greater than the table value.  Therefore, we accept the alterative hypothesis Hi, which state that ratio analysis does help manage in taking effective decision.
4.5	Summary of Findings
The following are the findings for this study: 
1. 	Various users of financial ratio analysis have varying needs and 	expectations from the company and so their interpretation of 	financial ratio varies. 
2. 	This research work has revealed that there are various measures of 	company performance evaluation; which includes the financial and 	non financial measures. 
3. 	It give one knowledge of how well ratios can be used in evaluating 	company performance and also makes comparison of one company’s 	performance against the other, making one aware of the versatile 	nature of ratios. 
4. 	Basically, this study was carried out in order to find out the usefulness of financial ratios to company performance evaluation and whether or not the 	use of ratios have any positive effect on company performance evaluation. 


CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATION
5.1	Summary
	There is no doubt about ratio analysis being an important tool for evaluating the performance of a business organization.
	As a way of facilitating meaningful comparison an attempt to qualify the financial ratio analysis of Guarantee Trust Bank PLC has been evacuated, since a single ratio itself does not indicate favourable condition through different types of ratio like profitability ratio liquidity ratio, activity ratio and shareholders’ investment ratio
	The research work has shown that Guarantee Trust Bank has been doing well in terms of profit, and the management has been very efficient in the prudent utilization and management of the company's asset subsequently. The research work has shown that the company's capital mostly financed by the outsiders as revealed by the leverage / gearing ratio
	Also, the liquidity ratio computed throughout the year does not meet the normal tradition of the liquidity ratio that is 2:1.


5.2	Conclusion
	Indeed, ratio analysis is a yardstick for evaluating the financial position and performance of a firm based on the summary; it can be observed that Guarantee is very efficient in term of profit and average in term of dividend policy. Moreover the company has been lowly geared since it is financed (capital) by the outside mostly, as shows by the leverage ratio. Finally, the various activity ratios computed has been very efficient.
5.3	Recommendations
	Based on the analysis carried out on the financial ratio analysis of Guarantee Trust Bank PLC, The following are recommended for improving the efficiency of the company   as well as to help users of financial statement to given proper insight or understanding of the financial statement 
1. Company should know the industrial average in order to compare it with 	the organization ratios computed so as to know whether company is going 	on well. 
2. Profitability ratio and divided policy should be stabilized by the company because these ratios are off great importance to the management and the investors.
3. Various  ratios should  be calculated by the management  and annual reports should  be included in order to enable the users understanding the financial statement at a glance
4. Management should make sure that the financial statement is prepared in a uniform   basis in order to make analysis easy.
5. Financial analysis should be properly conducted in order for the company to get a correct financial statement figure at the end of the accounting periods. 
6. Government should make it a point of duty to promote the development of small scale business to ensure that they survive and flourish as a unit of efficient economic activities in the process of industrialization. 
7. The small scale business should organize workshops for their employees on a regular base so that they can appreciate the role of financial ratio analysis in the business.   
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