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CHAPTER ONE
1.0 INTRODUCTION 
1.1	BACKGROUND TO THE STUDY
Financial statement provides important information for a wide variety of decision, investors draw  information  from  the  statement  of  the  firm  in  whose  security  they  contemplate investing.  Decision  makers  who  contemplate  acquiring  total  or  partial  ownership  of  an enterprise expect to secure returns on their investment such as dividends and increase in the value of their investment [capital gain]. Both dividends and increase in the value of shares of company depends on the future profitability of the enterprise. So investors are interested in future profitability. Past income dividend data are used to forecast returns from dividend and increase in share prices. 
Financial statement is a formal and comprehensive statement describing financial activities of a business organization such as the financial institutions. For such a business entity, financial statement  is  a  statement  that  reports  all  relevant  financial  information,  presented  in  a structured manner and in a form easy to understand  for managerial use for taking prompt and informed  decision making related to investment (IASB,  2007a) and also to decision making pertaining  to    cost  planning,  investment  planning,  expected    returns  and  performance evaluation. The financial statement comprises of balance  sheet (for determining financial position),  profit  and    loss  statement  (describes  statement  of    comprehensive  income), statement of equity  changes (explain the changes of the company’s  equity), and cash flow statements (reports on a  company’s cash flow activities, particularly its  operating, investing and financing activities). 
Although, these statements are often complex and may include an extensive set of notes to the financial statement and explanation of financial policies and management discussion and analysis (IASB, 2007b). The notes typically describe each item on the balance sheet, income statement  and  cash  flow  statement  in  further  detail.  Notes  to  financial  statement  are considered an integral part of the financial statements. However, the approaches that the notes and financial statement are presented and reported are critically for investment decision making  by  existing  and  prospective  investors  in  order  to  earn  optimal  returns  on  their investments. 
This indicates that financial statement methods in terms of information disclosure pattern, transparency, auditing,  reporting  standards,  regulatory  control  and  flexibility,  corporate governance, and financial scandals have influence on investment decision making in any organization, especially in financial institutions with extensive range of investment activities that requires comprehensive financial facts that can be obtained from a financial statement.  
The perceived relevance of the financial statement are, to provide information about the financial position, performance and changes in financial position of a firm that is useful to a wide range of users in making management and investment decisions. These users include managers, directors, employees, prospective investors, financial institutions,  government regulatory agencies, media, vendors and general public. Though, these financial statements are often prepared according to national standards, corporate governance, professional ethics, and code of ethics.  This  to  avoid  financial  reporting  fraud  and  scandals  that  might  hinders effective decision making process by management and other users of reports. The purpose of ethics in financial accounting reporting with expected standards is to re-orientate corporate organization on the need to abide by a code of conduct that facilitates public confidence in their services (Okafor, 2006).  In Nigeria, it has become common practice by financial
The strength of any organization can be properly assessed only from its financial as reflected in the accounting data. The important of corporate financial reporting view of development in the money market and charging capital market cannot be emphasized.
	Accounting information gives to the summary of the economic performance and the situation of a business enterprises as well as its profitability.
	They also review the providers of their resource have been effectively utilized the use of the information provided virtually of modern society.  
	Decision taken on the basis of such information affects the live of millions of people all over the world with ever increasing number of user whose interest is becoming more and more diverse the need for proper understanding of such financial statement and cannot be over emphases. In order to arrive at a right conclusion, it is imperative that the account regaled a time and fear view. 
	Corporate reporting services as an effectives aim of communicating financial and other data by companies of shareholder prospective investor and government authority and general public. 
	Annual report and account and therefore central to corporate reporting in order to the users of this annual reports and account to make use of its, there is need to further analyze the information contained in the financial. The income statement and the balance sheet can be of great benefit to the son of the users when property analyzed. 
	One of the most important functions of financial accounting is to report information to external parties. The set of people who do not take part in the day to day management of the business such as the creditor’s shareholders, investor banker are individual organizations that finance the firms operations. 
	Each of these parties has an interest in analyzing and interpreting one or more board areas of business, especially its financial soundness and stability the efficiency of its management as future prospect for investors. 
1.2	STATEMENT OF THE PROBLEM 
A lack of financial performance information: There is often one recurring challenge, which is core banking system agnostic; getting meaningful intelligence from the data held within the core banking system.
Accuracy and timely arrival of monthly management reports: The management reports could be way out of date before management get their hands on them to begin analyzing. 
Difficulty in getting users to adopt and interact: Creating performance information such as a branch balance sheet and income statement and the ability to calculate branch efficiency ratios along with branch profitability ratios would enable analysis of performance and would help determine what the branch managers and account officers can do to improve their branch performance. 
1.3	RESEARCH QUESTIONS
i. Does ratio analysis have any effect on the performance of banks? 
ii. What are the significant role of financial statement 	and balance sheet of the case study?
iii. How does the bank control the risk of ill quality?
1.4	OBJECTIVES OF THE STUDY 
	Financial statement analysis provides a method for assessing the financial strength and weakness of an enterprises using information found in its financial statement. 
	The annual report and account, the objectives of this analysis is to gain and understanding of the firm’s current financial condition as well as its nature prospects which in turn can serve as the basis for decision making in the same light of the above objectives of financial statement analysis the objective of the research work in the second folds.


1.5	RESEARCH HYPOTHESIS 
HO: Financial statement analyses have a negative impact on performance efficient in the banking industry. 
Hi: Financial statement analysis has an impact on performance efficiency in the banking industry.
H0: there is no significance differences between loan to depositor and financial performance.
Hi: there is a significance difference between loan to depositor and financial performance.

1.6	SIGNIFICANCE OF THE STUDY
To The Discipline: The significance of this research work is that it will enable the researcher in the department of accountancy to understand in full what financial statement analysis is all about and the various ways of improving decision making in an organization and services by researching into their problems 
To The Case Study:  it will also improve the practice application and concepts of the financial statement analysis using by first bank plc as a case study, which is strategy fires and the research finding and recommendations will enable the first bank to see the real effects of financial statement analysis on their organization. 
To The Society:  its we benefit the people to know more about first bank and to know their different branches. The research  also tell the society how the good of first bank product is.
To The Researcher:  the significance of this study is importance for the researcher in other to acquire is Higher National Diploma certificate In Kwara State Polytechnic as the researcher institution. And also for the researcher to know more about financial statement analysis concept in the organization. And for the research work to be used for further enquiry in future.  
1.7 SCOPE OF THE STUDY
	The study is designed to reveal the impact of financial statement on investment decision in a private organization with particular reference to First Bank Nigeria Plc. The research intends to know the effectiveness and efficiency of financial statement on investment decision in private establishment in order to support its continued use and hence, modify its use as necessary.
1.8	LIMITATION OF THE STUDY
	The limitations to this study are the problems we encountered in the course of this research. These problems are:-
i. Finance Problem:- The presentation of economic hardship is very distracting and disturbing as its affects every sphere of actively in Nigeria. No doubt the inflationary forces in the Nigeria economy have made the cost of material expenditure. In the course of writing the topic I encountered problem of high cost of materials such as IBM paper, photocopy paper and transportation problem.
ii. Time Constraint:- The duration of time given for completion of this project problem in the sense that as a student has to combine lecture classes with writing assignments.
iii. Non-Availability of Required Data:- As mentioned in time on financial problem, there has been limited time to go to libraries to read books and most of us financially handicapped to buy books relating to investment or journal containing publicized financial statements.   
1.9	OPERATION DEFINITION OF TERMS
Efficiency: The quality of doing well no waste. This can be define as a of time or money. 
Sector: These are a part of area of activity especially of a country’s economy 
Emphasized: To give extra force to a word or phases when you are speaking especially to show that it is important. 
Investor: This can be referred to as play person or an organization that invest money in business.
	Performance this is the act of performing to play concept of some other form of enterprises or the act or process of performances a task and action. 
Stability: It means the quality or state of being steady and not changing or being disturbed in any way. 
Conflict: This is a situation in which people groups are countries are involved in a serious disagreement or argument. 
Information: This can be defined as a fact or detail written document that is sent from one person to another from that special language. 
Analysis: This can be define as a details study in order to understand more about it. 
Cognizance: This is knowledge or understanding of the important of the case.



CHAPTER TWO
2.0 LITERATURE REVIEW 
2.1	CONCEPRTUAL FRAMEWORK
	The accounting sector in any organization is often placed primarily on the preparation of general purpose financial statement of external uses required in by the company’s act. Much less emphasis in place on providing information for management to help in decision making process but financial accounting often taken precedence over management account. Some people refer to financial accounting as the use of financial accounting information for internal purpose. 
	Accounting to Muberrg (2005) financial statement in an according report which consist chairman report, directors report income statement and balance sheet etc. 
	Akeju (2008) defines financial statement as the annual report prepared by the director and the content of which should comply with the requirement of schedule of the companies and allied matter act cap 20.
	Kootz (1998) define management as the process of designing and maintaining an environment into accompany organization goal. 
	Frawk (2010) define financial statement as the book that contains annual report of a company.
	According to Pandy (2003) define financial statement analysis as the process of identifying financial strength and weakness of the firm by properly establishing relationship between the items. Although financial statement analysis is highly useful tool, it has two limitation and these two limitation involve the compatibly of financial data between companies and the need to look beyond ratio comparison of one company with another can provide valuable dues about the financial health of an organization Remi (2006). 
	Financial statement analysis a tool of performance evaluation comparison of financial data such as inventory valuation and cost of goods sold between the two firm may be misleading some time enough data are scented in front notes to the financial statement to restate data comparable basis. 
	Stephen H. (2007) financial statement represents crucial information to various users who have interest in diverse field. All financial statement essentially historical documents. They tells what happened during a particular period of time. 


USERS OF FINANCIAL STATEMENT ANALYSIS 
	The nature of the financial statement analysis will different depending on the purpose of the analysis. Financial statement analysis can be undertaken by management of a firm or by parties outside of the firm. 
	Financial statement analysis currently services a wide variety of users group. 
	The group identified was as follows:
a. THE EQUITY GROUP 
This group both potential and existing 	shareholders as well as holder of the other 	types of securities. They required information 	that would enable them take vital investment decision and also ascertain the efficiency of 	management and the overall performance of 	the company. 
b. THE LAON CREDITOR GROUP 
	This group complies both long term and short 	term creditor. The long creditors are interested ensuring that they get their interest payment 	due to them. The short term creditor are concern with company “ability to generate 	enough liquid funds to meet the making short 	term obligation” such as payment for supplier or services. 
c. THE EMPLOYEE GROUP 
	This group comprises company’s employee who are mostly interested in information relating to carrier, prospects, job securities, welfare package general working condition. 
d. THE ANALYSIS ANSWER GROUP 
	This complies customer and suppliers etc customers need to be assured with regular suppliers of the gods and services produced by the company. The supplies also need to be assured of the company’s ability to keep their orders coming and continue to strengthen their business with them, meeting all its obligation and commitment. 
e. THE GOVERNMENT 
	The federal, state and local government needs 	financial information for specific general 	purpose. Government agencies need such 	information to enable them monitor the 	activities, of private and public organization. Like such information is also necessary for effective planning and control. 
f. THE GENERAL PUBLIC  
	The general public as a right to information 	provided by financial statement in view of special legal, operational and other privileges the bestow on such companies, the fact that 	such companies make use of community owned assets, such as road etc confers on the 	public right to financial information. 
Finally to this end, management to the firm would be interested in every aspect of the financial statement analysis. It is there overall responsibility to see that the resources of the firm used not effectively and efficiently and that the form’s financial condition is sound. 
CLASSIFICATION OF FINANCIAL RATIOS 
There are many financial ratios, but the fire basis type will be death with.
These are the liquidity ratio, profitability ratio, efficiency ratio, shareholder investment ratio and debt gearing ratio. 
g.	LIQUIDITY RATIOS
	Liquidity ratio is the means of determines firms ability to meet the short term obligation as they fall due. The liquidity ratios therefore 	examine the company’s ability to continue 	trading or operation and still remain 	financially healthy liquidity ratio includes: 
i.	Current Ratio 
ii.	Quick or Acid Test Ratio 
iii.	Cash Ratio 
CURRENT RATIO 
	The ratio indicates the extent to which certain liability are covered current by current asset and is given by. 
CURRENT LIABILITY 
	Another name for it is working capital ratio. It seek to answer question such as in the sum total of current asset sufficient to met current liabilities prospective creditor regards 2:1 as ratio idea ratio. 
QUICK OR ACID TEST RATIO 
The ratio established relationship between or liquid asset and current liability the show the company ability to meet its immediate commitments. An assets is liquid if it can be convert into cash immediately or reasonable soon without loss of value, liquid asset are made up of cash, debtors and bills receivable, marketable securities if is given and current asset inventories. 
CURRENT LIABILITIES 
	Generally, a quick ratio /</ is considered satisfactory. If should however, be not remerged that all book debt may not be liquid as quick ratio or /:/ or more does not really simply sound liquidity position.
2.1.3	CASH MARKET SECURITIES PROFIT ABILITY RATIO  
	Most people interest in a business for the purpose enjoying the return that will accrue to them as profit. The ratio serve as the overall measure of the effectiveness of firm management by showing the relationship between firm’s profit and resource employed. It can be in two groups profitability in relation to sales and profitability in relation in investment.
	Generally, in relation to the sales and profitability in relation to the investment efficiency is considered to increase. It becomes necessary to determine how profitability is business is by calculating some ratio.
i.	GROSS PROFIT MARGIN (GPM) 
The ratio indicates the averages speed between cost of goods sold and sales revenue. A high gross margin relative to industries average implies that firm is able to produce at relatively lower cost and a low gross profit margin reflected higher cost of goods sold. Is calculating using the formula. 
Gross Profit Margin = Sales – Cost of goods x 100%
Sales
OR
= Gross Profit 100%
Sales
ii.	NET PROFIT MARGIN 
	This measure the ability of the firm to generate enough revenue to cover not only lost of goods sold, but also other administration and selling expenses. A firm with a higher net profit margin would be advantage position to the service in the fact of falling sales price rising cost of production of defining demand for its product.  
	A firm with high net profit margin will be able to accelerate its profits at a faster rate in situation of rising sales prices falling cost of production that a firm with low net profit margin. 
It is computed thus:
Net Profit Margin = Profit after tax (PAT) 
Sales
OR
= Profit before Tax (PBT) x 100
Sales
	Net profit before tax (PBT) is often used before variation that may arise from year to year and thus no meaningful comparison made. 
This ratio indicate how firm will use fixed and current assets. 
It is calculated as follows: 
Return on Total Assets = Profit before tax (P.B.T) 
Sales
OR
= Profit before Tax (PBT) x 100
Sales
iii.	RETURN ON NET ASSET (RONA) 
	This ratio measures the efficiency with which the firm has used its total assets less current liability. It is calculated thus: 
Return on Net Assets = Profit before tax (P.B.T) 
Sales
OR
N.B Net Assets = Fixed (Current Assets – Current Liabilities)
iv.	RETURN ON CAPITAL EMPLOYED (ROCE)
	This ratio indicate how well a firm has used the resource on the capital provided by equally shareholders, debenture holders and order long capital + preference shareholder capital + long term debt (i.e. debenture capital which is required as credit due for more than one year). 
v.	RETURN ON COMMON EQUITY (ROCE)
	The ratio indicate the profitability of the own importance to present as well as prospective shareholder and also of great concern to management, which is responsibility of making maximizing the owns welfare. It is calculated thus. 
RETURN ON EQUITY (ROE) = Profit After Tax (PBT) x 100 Share capital + Reserves
	This ratio measure the effectiveness with which management utilize the firm is therefore one that utilized its investment in assets to generates larges possible level of sales revenue.
These are as follows. 
ii. TOTAL ASSET TURNOVER RATIO (TAT)  
This ratio measure utilization the firm is obtaining from investment in both fixed and current asset investment should be excluded because it doesn’t contributed to sales it is calculated as 
Total Asset Turn Over = 	Sales 
					Total Assets 
iv.	NET ASSETS TURNOVER RATIO (NAT)
v.	This ratio measures the efficiency with which 	the management ratio utilizing this asset as 	well as its net current asset is given as follow. 
Net Asset Turn Over = 	Sales 
				Net Sales 
Where net asset = Fixed asset + (Current asset – Current liabilities)
NATURE OF FINANCIAL STATEMENT ANALYSIS
The process of financial statement analysis of the application of analytical and techniques of financial statement and data in order to derive from them measure and relationship that are significant and useful for decision making.
	Thus, financial statement analysis first and for most serves the essential function of covering data useful information. The process of financial analysis can be described in various ways, depending on the objective to attain this; it can be uses as primary tools in section of investment or as a tool in the evaluation of arrangement.
	Above all financial institution and this reduces narrow the inevitable area of uncertain by that attend all decision making process. Financial statement analysis in the judgments process that aims at evaluating the current and past financial position and the result of operation of an enterprises with the primary objective of deeming the possible estimates and production about future condition and performance.
	The first is a through understanding of the accounting language its meaning its significance and limitation. A pre requisite to effective decision making is to get the fact about an enterprises financial condition and result of operation.
	Thus, the first essential step in “getting the fact” is to understand this language. The raw materials of analysis are the financial data that are part of an enterprises accounting system and presented principally informal financial statement. The secondary foundation which mentally, builds on the first of mastery of the tools of financial analysis by means of which the most significant financial and operating factors and relationship can be defines and analyzed for purpose of reading informed conclusion.
THE PRINCIPLES TOOLS OF ANALYSIS 
	In going about the analysis of financial statement the researcher has available a variety of tools from which the van choose those best suited for his special purpose. The following are three principle analyses. 
a.	COMPARATIVE FINANCIAL STATEMENT 
	This entails setting up the balance sheet and 	income statement side by side reviewing the 	change have occurred individual item from year 	and over the year. 
b.	YEAR TO YEAR CHANGE 
	This is the comparison financial statement over two or three years, in absolute and in terms of percentage changes. 
c.	INDEX NUMBER TREND ANALYSIS 
	When financial statement are compared for more than three years, years to years change may be cumbersome and to overcome this problems, but to choose a year that in a business condition is normal as possible. 
d.	RATIO ANALYSIS 
	Ratio analysis is a management of tools employed to assess the performance of a business 	organization performance, hence is viewed from the 	angle of liquidity, profitable and efficiency.
	A ratio tools expresses the mathematical relationship between one quality and another. 
	A ratio tools of analysis that in most cases provide the analysis with due and symptoms of unending condition. 
	In business finance, however we are always concerned with financial statement such as the trading, profit and loss account and the balance sheet which would be use as basis of our conclusion in determines the ratio between the financial units of organization. 
SHAREHOLDER INVESTMENT RATIO 
	This ratio is important for the investor and financial manager who are invested in the market price of the share of the company. 
	The equity shareholders are entitled to the residual, income after interest and preference dividend share invested which will increase the market value of the shares. 
	These ratio therefore, serves as means of measuring the profit ability of the common shareholder investment in firm. 
i.	EARNING PER SHARE (EPS)
	This is a widely used indication of financial performance in relation to ordinary shareholder income. It shows earning (incomes) per unit of ordinary share. It is calculated thus. 
Earning per Share =         Net Income 
				Numbers of ordinary share 
Where net income = Income available to ordinary shareholder 
ii.	DIVIDEND PAY OUT RATIO (DPR)
	The individual payout ratio or simply payout ratio is the dividend per share by the earning per share.
	This is also called dividend cover (DC) the importance of this ratio lies in the fact it can be used to calculate the growth the owner’s as a result of retention policy. Retention ratio is payout ratio and this multiplied by returned on equity. The dividend cover is calculated as follows:
PP = ORDC = Earning Per Shares (EPS) 
Dividend Per share 
iii.	PRICE EARNING RATIO (PLR) 
This is another important ratio which relates earning per share to the market price of ordinary share. It shows how long investor will wait until the price of his share is fully paid it is given as follow prices learning ratio = 	Market Price Per share 
Earning Per Share
v.	DIVIDEND YIELD 
	This ratio measure dividend per naira on ordinary share i.e. evaluates the shareholder return in relation to the market value of the shares. It is calculated on percentages basis as follows. 
Dividend Yield Dividend Per Share (DPS) x 100%
Market Price per Share 
2.2 THEORETICAL FRAMEWORK
The theoretical framework gives the meaning of a word in term of the theories on financial statement such as proprietary and residual equity theory, entity and enterprises theory, variance of port folio investment the (DUPONT MEAN) and the modern port folio theory. It assumes both knowledge and acceptance of the theory that this research work depends upon.
PROPRIETARY AND RESIDUAL EQUITY THEORY.
	The proprietary equity theories such as husband (1938) insist that the accounting process of companies must be conducted from the “shareholders perspective”. Staubus (1952, 1959) developed the residual equity theory which considered that the accounting must be done from the perspective of the residual equity holders, which for a going concern coincides with that of the common shareholders. Residual equity theory is often regarded as a more restrictive form of proprietary theory.
	Under the proprietary view, transaction and event are analyzed, recorded and accounted for as to their immediate effect on the proprietary. Financial statements are prepared from the view point of the proprietors and are meant to measure and analyzed their net worth express by the accounting equation:
1. ∑assets- Eliabilities- Equity, proprietary or net worth.
In the proprietary view, the assets are considered the proprietary asset, and the liabilities are the proprietor’s liabilities. According to Newlove and Gumer (1951) under proprietary theory “liabilities are negative assets-negative proprietors, which must be sharply defined and separated in the accounting process “revenue are increased in proprietorship and expenses are decreases. Net profits, “the excess of revenue over expenses accrues directly to the owners. It represents an increase in the wealth of the proprietors”. (hendriksen and van breda, 1992) staibus (1959) narrowed the concept of owners to common stockholders and stressed the importance to investors of the estimation of future cash receipt. The accounting equation business.
2. Assets- Specific Equities (=liabilities + preferred stock) = Residual equity.
The proprietary approaches represent an agency view of the company where the main responsibility of management is to manage the firm in the best interest of the owners. As the asset and liabilities and considered the owners asset and liabilities, the maximization of profit equal maximization of the increase in the shareholder net asset. For this reason, the asset/liability approach to income determination, where income is the byproduct of the valuation of asset and liabilities, is the most direct way of qualify the increase in net assets. Under both the proprietary theory and the asset/liability approach to income determination, it is imperative that shareholder interest are sharply distinguish from the interest of the provider of dept capital in order to be able to measure the increase in  net asset.            
ENTITY THEORY AND ENTERPRISES 
Under the entity view, transactions are analyzed as to their effect on the accounting entity. Financial statements are prepared from the view point of the entity. The income statement is meant to calculate income for distribution and analyzed the company performance over a period, whereas the balance sheet serves to indicate the security or riskiness of the company’s financial position. Under the different variety of entity theory, the accounting equation may take the following forms.
1. ∑assets – Eliabilities (paton, 1922) or
2. ∑assets – Eequities (paton, 1922) or
3. ∑asses – Eequities + Eliabilities (hendriksen and van Breda, 1992).
	In the entity view as expressed in equation3, the assets are considered the company’s assets and the liabilities are the company liabilities. Alternative, as expressed in equation 4, the asset are considered the company asset and the equities are all the financial stakeholder equities. Entity theory views the entity as “having a separate existence – an arms length relationship with its owners is regarding as not particularly different from that to the long term creditors”. (long, 1964), suojanen (1954) enterprises or social theory see the large listed corporation as an institution with social responsibilities. Company action affect many different stakeholder such as stockholders, creditors, customers, employers, the government as a taxing and regulatory authority and the public large. (Hendricksen and van breda, 1992, kam 1990, suojanen, 1954) suojane traces this institutionalization of the large enterprises to the separetion of management and ownership leading to increasingly large proportions of income being retained within the company to reduce the corporation dependence on external financial. Large corporations may decide to pay only conventionally adequate dividents because this ties in with their survival and growth objectives ( suojanen, 1958). 
	Financial reports according to the enterprises theory are to be prepared from the perspective of the enterprise as a social institution. Income generated by the enterprises is analyzed to society using the concept developed in national income analysis. Therefore, ultimate, the balance sheet is secondary to output, income and value added consideration. The balance sheet equation expressing the enterprises theory according to Meyor (1973) is;
4. Assets – Investors input contributions.
	Suojanen proposes that large companies prepared a value added statement in addition to the balance sheet and income statement. “if the enterprises is considered to be an institution, its operations should be assessed in terms of its contribution to the flow of output of the community”. (Suojanen, 1954) “Although stockholders have legal rights as owners; from the point of view of the enterprise, their rights are subsidiary to the organization and its survival” (Kam, 1990).
VARIANCE OF PORT FOLIO INVESTMENT THEORY (DUPONT MEAN)
	According to Adebimpe (2009) who adopted Dupont equation stated that, it is an expression which breaks return on equity down into three parts. It was adopted from markowli mean – variance port folio theory which stated that profit of a firm is a function of total sales, total assets, shareholder equity contribution and the liabilities (debts). This formula is known by many other names, including dupoint analysis, dupont identity, the dupont model, the dupont method, or the strategic profit model.
ROE =   net income   X   sales            X   total assets
	   Sales	       total asset         average shareholder equity
	In this dupont equation, ROE is equal to profit margin multiplied by asset turnover multiplied by financial leverage. Under dupont analysis, return on equity is equal to be profit margin multiplied by asset turnover multiplied by finance leverage. By splitting ROE (return on equity) into three parts, company’s can more easily understand changes in their ROE over time. Components of the dupont equation; profit margin; profit margin is a  measure of profitability. It is an indicator of a company pricing strategies and how well the company controls operating costs. If asset turnover increases, a company will generate more sales per asset owned once again resulting in a higher overall return on equity.
This is because the increased the use of debts as financing will cause a company to have higher interest payments, which are tax deductible, maintain a high proportion of debt in a company’s capital structure leads to a higher return on equity.
THE MODERN PORT FOLIO THEORY (MPT)
	Harry markowitz (1991), an American economist in the 1950s developed a theory of “port folio choice”, which allows investors to analyze risk relative to the expected profit. For this work markowitz, a professor of baruch college at the city university of new York, shared the 1990 model memorial prize in economic sciences with william sharpe and merton miller.
	The modern port folio theory, an improvement upon traditional investment models, is an important advance in the mathematical modeling of finance. The theory encourages asset diversification to helge against market risk as well as risk that is unique to a specific company. The theory (MPT) is a sophisticated investment decision approach that aids an investor to classify, estimate and control both the king and the amount of expected risk and profit also called port folio management theory: essential to the port folio theory are its quantification of the relationship between risk and profit and the assumption that investors must be compensated for assuming risk. Prot folio theory departs from traditional security analysis in shifting emphasis from analyzing the characteristics of individual investment to determining the statically relationships among the individual securities that comprises the overall port folio (Edwin and Martins 1997).
	According to william N.G (2011), the best measure of a company is its profitability for without it, it cannot grow and if it does not grow then its stock will trend downward. Increasing profits are the best indication that a company can pay dividends and that the sharp price will trend upward. 
	The common profitability measures compare profits with sales, assets, equity and liabilities; net profit margin, return on assets and return on equity. Although is financial service publish this ratios for most companies, they can be calculated independently by using net profit and total revenue from the income statement of a company’s financial report and total assets and shareholder equity form the balance sheet, (Lyiola O. etal, 2012).
	The net profit margin is equal to the net profit (aka net income) after taxes and excluding extra ordinary items divided by total revenue.
NET PROFIT MARGIN 
Net profit margin = net profit after taxes
			      Total revenues
	The return on asset (ROA) (aka return on total asset, return on average assets) is one of the most widely used profitability ratios because it is related to both profit margin and asset turnover, and show the rate of return for both creditors and its costs and utilize its resources.
RETURN ON ASSETS (ROA) FORMULA
Return on Assets= net profit margin Asset Turnover 
			=net profit      
			  Average total assets
	A better name for ROA is returning an average asset, since it is more description in how it is calculated. So, a company can have a high return on assets even if it has a low profit margin because it has a high asset turnover. Banks are a good example of a business with a low profit margin but high turnover.
	A better name for ROE is the return on average equity, like ROA, it is more descriptive of how ROE is actually calculated.
	The return on equity is equal to the return on assets multiplied by the debt – equity management ratio (aka equity multiplier):

Debt-Equity management ration= average total assets
					  Average total stockholders’ equity.
ROE=  ROA X Debt – Equity management ratio
This equation can be broken further;
RETURN ON EQUITY (ROE) FORMULA
ROE= Operating performance X Asset Turnover X Debt – Equity management ratio.
=Net profit
Average stockholders’ Equity
the debt – equity management ration is proportional to the amount of debt being used by the company, because assets equals a company’s liabilities plus stockholders equity; hence this ratio shows the amount of average that the company is using and the ROE shows how well management is using debt to increase return for stockholders. 
2.3 EMPIRICAL REVIEW
According to Michael C.E (2013) in his critical investigation on the degree of reliance of the public financial statements by corporate investors. The study employed survey research design by which data were generated by means of questionnaire administered on one hundred and fifty corporate investors and senior management official of the selected banks. It also showed that investor do understand the financial statement well before making investment decision. The result of the analysis also indicate that the investor depend heavily on the credibility of audit/financial expert approval of financial statement is very important in the investors decision making. He recommended that adequate care and due diligence should be maintained in preparing financial statements to avoid faulty investment decision which could lead to loss of funds and possible litigations.
	There is therefore the general belief that published financial statement have failed in its responsibility of providing credible information for investors and other user of financial statement (Dury 2012).
	According to popoola, C.F. etal (2014), they investigate published financial statement as correlate of investment decision among commercial bank stockholders in Nigeria. A correlation research design was used in their study.
	Corporate organizations owe a duty to full disclose matters concerning their operations so as to aid investors in making investment decision because investment decision maker rely on information obtained from financial statement to predict future rates of return. Without the financial statement, there will be a problem of how to determine profit of a company and evaluation of performance of a company. The general objective was to ascertain the role of financial statement in investment decision making. He discovered form the test of hypothesis that financial statements are useful for forecasting company’s performance. The concluded was drawn based on the findings that financial statement plays a vital role in investment decision should be taken without the consideration of a company’s financial statements mercy (2014).
	Otley (2012) argues that financial statement is an important par of the fabric of organization life and the need to be evaluated in their wider management, organizational and environmental context. Financial statement are said to e effective when the information provided by them severs widely the requirements of the user. The prospection of investors about a company’s ability.
	According to Onyekwely (2010), the satisfaction of the needs of the various users of accounting information as contained in the annual report can be accepted as the objective of financial statement. Financial statement fairly represents the business and economic situation of a country, which if studied carefully can lead to the achievement of some financial and economic goals.
	For instance, the balance sheet provides the observant with a clear picture, of the financial condition of the company as a whole. It list in detail the tangible and intangible assets that the company owns and owes, while the profit and loss accounts summarize the income and expenditure of a company in a given period of time. Also, it is through the use of financial report that the users can assess the project of receiving cash as decided or interest and proceeds from sales, exemption or maturing securities or loans for instance, cash flow statement shows how cash is predicted to move around at a particular given period of time. It is useful for planning future expenses. It shows whether or not there will be enough cash to carry out the planned activities and whether or not the cash coming in will be enough to cover the expenses. It is useful in the determination of the company’s liquidity in a given period of time.







CHAPTER THREE
3.0	RESEARCH METHODOLOGY 
3.1	INTRODUCTION
	This chapter present the techniques and procedure used for this study, it is a sum up of the research design, population and sampling techniques, method of data collection and data analysis and the interpretation of data obtained from this study.
	For the purpose of this research work these chapters covers all the methods available and adopt a collecting data and processing them in achieving the objectives of collecting data. 
	The methods adopted in data collection in Nigeria after considering a lot of factors were; 
	The research was design to give a general overview of taxation as a source of government revenue with specific reference to Nigeria as a whole. The design is based on the research questions which are the statements that could be seen as problems to e examined and tested. They are tentative generations that are to be tested. They are of their compatibility of their implication with evidence and with previous knowledge 
	They serve as interpretation of practical situation.
3.2	RESEARCH DESIGN 
	The methodology adopted for this study is based on various method and procedure to achieve the objective of the research. The research obtained information from both primary source and secondary source. 
3.4	POPULATION OF THE STUDY  
	Considering the nature of the study which is contained by time and material resources, a reasonable size was randomly draw from study population. 
For this study the target populations is first bank plc Ilorin Branch 40 staff were selected randomly but the researcher decide to use 33 as a sample size.
	Kothan (1979) define sample as that part of the universe which is selected for the purpose of investigation’s


3.5	 SAMPLE SIZE  AND TECHNIQUES 
	The numerical strength of the sample size was anchored on the assumption of the statistical technique adopted for the study. Thus a sample size of thirty three respondents was used for the study. 
A survey questionnaire administered to collect data from the respondents. In additional, interview was conducted for selected respondents to authenticate the information supplied to the questionnaire.
3.3	SOURCE OF DATA
	No work of this nature can be satisfaction accomplished without the employment of one means or the other to get the information vitally necessary to intimately make meaningful whole information, for this research data are gathered in two ways which are the primary and secondary data.
PRIMARY SOURCE
	This covers all data collection for the research in their original state they include interview and questionnaire.
1. Interview: - Interview is a short of face to face interactive session between two or more persons namely, the interview and interviewee of the interviewee on a particular subject. In this case the interviewer is the researchers while the interviews.
a. STRUCTURED INTERVIEW:  This is an interview where the researcher reads out a set of prepared question and notes the response of the respondents according to available choice to every question.
b. UNSTRUCTURED INTERVIEW:-  In this research does not come to the venue of the interview with prepared set of question. Rather the researcher asks the question as they come to his or her mind as the interview progresses.
2. QUESTIONNAIRE: - A questionnaire is a prepared set of written questions for the purpose of compilation or comparison, it related to the purpose of study and his usually distributed to the respondents who will have to fill in their response.
The questionnaire must seek answers to the research questions usually raised in chapter one of the study. There are two types of questionnaires, they include:
a.  The structured/closed Questionnaire the structured or closed, type of questionnaire is the one in which the researcher ask a number of questions and provides answers from which the respondents can choose the closed from questionnaire requires the respondent to choose from answers already provided answers no opportunity to state his/her own opinion or response.
b. The unstructured/open Questionnaire:- in the unstructured or open questionnaire no set of answer is provided for the respondent to choose from here the respondent is free to answer the questions the way he deems fit and okay.
 SECONDARY SOURCE
	Here, more information or data were collected such as account journal being published every at the end of their financial years. The banks annual reports, magazine, textbooks, business brochures and financial estimates of the institution are consisted.
3.6	RESEARCH INSTRUMENT
Research instrument is a device for collecting data or measuring the variable for the purpose of this research, the two instrument used are questionnaire and derivation method.
QUESTIONNAIRE
A questionnaire consists of a set of question designed to father information. Data for analyze the result of which are used to answer the research question or used of the test of relevant hypothesis. Mail questionnaire is sent to the correspondent through postal service while direct questionnaire is present to the correspondent directly by the interviewer.
DERIVATION METHOD
This is a copy of data from pre-existing data from company records, textbooks, journals. For the purpose of this particular research data was collected form the records of Ibadan electricity distribution for the period of five years.
3.7	METHOD OF DATA ANALYSIS 
	Data were analyzed through different method such as tabular presentation of facts. Through the administrated. Also through the directors and deputy directors executive officers and senior officers of the organization.
	Data were analysed with the use of Chi-square.
3.8	MODEL SPECIFICATION
The ordinary least square was guided by the following linear model: 
Y = f(x) ---------------------- (1) 
Where x is for the regressors and Y for the regressing 
The regresant is Fraud Prevention (FUPR) 
The repressors are: efficient performance of internal audit functions (AUDIT), 
Strong internal control system (INCO) 
Hence, 	
Y = f (x1, x2,) --------------------- (2) 
Where x1 = efficient performance of internal audit functions (AUDIT), 
X2 = Strong internal control system (INCO) 
FUPR = a + βAUDIT + βINCO + e -------------3 
The a priori expectation of the linear model is: FUPR
AUDIT/FUPR;INCO/>0;  > 0. 
“a” is the intercept of the regression and “e” is the error term capturing other explanatory variables not included in the linear mode
















CHAPTER FOUR
4.1	INTRODUCTION
To aid discussion and interpretation of result of the research findings, there is the need to examine the characteristics figure of each item on the questionnaire including the demographic background of respondents. 
4.2	DEMOGRAPHIC CHARACTERISTICS OF RESPONDENT
TABLE 1: SEX DISTRIBUTION 
	Sex 
	Number Of Respondents 
	Percentage (%)

	Male
Female 
	21
10
	83.9
16.1

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 1 above shows that 83.9% of the respondents are male while 16.1% are female. TABLE 2: MARITAL STATUS OF THE RESPONDENTS
	Marital Status 
	Number Of Respondents 
	Percentage (%)

	Married 
Single 
	21
16
	67.7
32.5

	Total
	37
	100


Source: Researcher’s Field Work, 2025
Table 2 above shows that 67.7% of the respondents are married, while 32.3% are single. 
TABLE 3: EDUCATIONAL QUALIFICATION OF THE RESPONDENTS
	Educational Qualification
	Number Of Respondents
	Percentage (%)

	Primary school leaving certificate 
Modern school or equivalent 
WASC/GCE ‘O’ Level 
OND/GCE ‘A’ level or equivalent 
HND/B.Sc. or equivalent 
Master Degree or other 
Doctor of Philosophy (Ph.D)
Professional Certificates 
	0

0
0
9

13
0
0
9
	0

0
0
29.0

29.0
0
0
29.0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 3: indicated that 29% have OND/GCE ‘A’ level or its equivalent, 42% have HND/B.Sc. or equivalent while 29% have professional certificate. 
TABLE 4: YEARS OF WORKING EXPERIENCE
	Year Of Experience 
	Number Of Respondents 
	Percentage (%)

	1 – 5 
6 – 10 
10 and above 
	7
15
9
	22.6
48.4
29.0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
From table 4 above, those who have spent more than 10years are 29%, those with 6 – 10years are 48.4% while those between 1 – 5years are 22.6%
TABLE 5: GRADE LEVEL
	Marital Status 
	Number Of Respondents 
	Percentage (%)

	Married 
Single 
	21
10
	67.7
32.3

	TOTAL
	31
	100


Source: Researcher’s Field Work, 2025
TABLE 6: BEING AWARE OF LAID DOWN POLICIES PROCEDURE AND GUIDELINES ON FINANCIAL STATEMENT ANALYSIS THIS DEPARTMENT. 
	Category 
	Number Of Respondents 
	Percentage (%)

	Yes
No 
	31
0
	100
0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 6 above shows that the respondents have knowledge about governing first bank financial statement. 

TABLE 7: RELATION TO THE CONVENTIONAL METHOD 
	Category 
	Number Of Respondents 
	Percentage (%)

	Perfect
Imperfect 
	31
0
	100
0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 7 above shows that all respondents agreed that the financial statement analysis by the bank is perfectly in order with the conventional procedure. 
TABLE 8: EASTING FINANCIAL STATEMENT ANALYSIS PROVIDES RELIABLE MANAGEMENT INFORMATION
	Category 
	Number Of Respondents 
	Percentage (%)

	Yes 
No
	31
0
	100
0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 8 above shows that all respondents are of the opinion that the existing accounts system ensures reliable management information. 
TABLE 9: IS THERE A PROPER DEFINITION OF DUTIES AND RESPONSIBILITY?
	Category 
	Number Of Respondents 
	Percentage (%)

	Yes 
No 
	31
0
	100
0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 9 above shows that all the respondents are aware of proper definition of duties and responsibilities.
TABLE 10: DO YOU ATTEND INDUCTION OR SEMINARS ON THE ASPECT OF THE FINANCIAL STATEMENT ANALYSIS OF THE BANK
	Category 
	Number Of Respondents 
	Percentage (%)

	Yes
No 
	31
0
	100
0

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 10 above shows that all the respondents attend courses and seminars. 

TABLE 11: DOES THE HEAD OF DEPARTMENT CARRYOUT A CHECK OR INSPECTION ON THE ACTIVITY OF EACH UNIT
	Category 
	Number Of Respondents 
	Percentage (%)

	Very often
Often
Not often
	15
13
3
	48.4
41.9
9.7

	TOTAL 
	31
	100


Source: Researcher’s Field Work, 2025
Table 11 shows that 48.8% of the respondents are of the opinion that checks or inspection are carried out very often, while 41.9% and 9.7% of the respondents believe that inspection is carried out often and not often respectively.
TABLE 12: DO YOU NORMALLY RECEIVE FEEDBACK INFORMATION OR REPORT FROM THE MANAGEMENT COMMENTING ON YOUR ACTIVITIES AND MAKING RECOMMENDATION FOR ANY WEAKNESS IN THE SYSTEM?
	Category 
	Number Of Respondents 
	Percentage (%)

	Yes
No
	21
10
	67.7
32.3

	TOTAL
	31
	100


Source: Researcher’s Field Work, 2025
Table 12 shows that 67.7% of the respondents are of the opinion that the management does review their activities while 32.3% are not of the opinion. 
4.3	STATISTICAL RESULT 
In as much as all the data used for this research are collected through the use of questionnaire, the need becomes apparent to analyse these data to help give clear and concise information about the data so that any reader would not find it difficult to have good understanding of data and the result arrived at. 
Analyzing data statistically is very important because conclusions draw are based on the data so analyzed. S.M. Deham (2012) explained that “since we frequently study a limited group of subject which to make conclusion about a more extended group, we use statistical proceed were that will allow us to make these coronaries from the group to a large group”.
4.4	TESTING OF HYPOTHESIS
Hypotheses
Ho: the existing financial statement analysis has  negative effect in relation to credit control. 
Hi: the existing financial statement analysis has no negative effect in relation to credit control 
Chi-square
The chi-square test would be used so that the result of the analysis would be as objective as possible.  The aim is to make the result, and subsequently opinion given, free from personal bias and to be solely dependent on the calculation for formulation of the Chi-square with an appropriate level of significant.	

That N	=x2 =
	=	(R – 1) (c – 1)
	Where		R= row
			C= column
	Where 	o	=	Observed frequency.
			E	=	expected frequency.
	To obtain 	E	=	Row total x column total
							N
	The significance level (x) at which text is carried out is 0.05.
	For the degree of freedom (NP)
			=	(R – 1) (c – 1)
	Where	R	=	row
			C	=column
In practice, the acceptance region chosen for this research would be with 0.05 (5%) given a degree of freedom chi-square is computable by using this formula.
Where X2 = chi-square 
           e1 = Summation
            e = Expected frequency 
TABLE 1
	Variable
	X
	F
	Xf
	Expected Frequency
	Observed Frequency

	Very Significant
	4
	16
	64
	5
	16

	Significant
	3
	4
	12
	5
	4

	Not Significant
	2
	0
	0
	5
	5

	Not Significant at all
	1
	0
	0
	5
	5

	Total
	10
	20
	76
	20
	30 


Source: Computed on the basis of information obtained from the questionnaires administered to staff of first bank plc  as a case study in Ilorin 2025
TABLE 2
	O
	E
	O-e
	(O-e)2
	(O-e)2/e

	16
	5
	11
	121
	34.2

	4
	5
	-1
	1
	0.2

	0
	5
	-5
	25
	5

	0
	5
	-5
	25
	5

	Total
	
	
	
	44.4


 Source: Researcher survey, 2025
Degree of freedom V = k-1
Where k = no of variable = 4 - 1 = 3
The critical value x2 = 0.05 for 3 degree of freedom is 7.81, since 44.4 (calculated value) is greater than 7.81 (table value) thereby falling into rejected region we reject NULL HYPOTHESIS (HO) and accept the ALTERNATIVE HYPOTHESIS (HI), that the existing financial statement analysis has no negative effect in relation to credit control.
For clarity and simplicity of data in respect of particular question is immediately followed by representation of findings. The presentation of finding includes the result of the rest of hypothesis which appears at the beginning of this chapter. 
4.3	SUMMARY OF FINDINGS 
The various finding of the study have shows that the financial statement analysis in the banking sector is greatly tailored towards the conventional method or approach of financial statement analysis which have made it not to deviate from the financial statement analysis principles policies and guideline.  
Furthermore, it depicts that the necessary ingredients of financial statement analysis bis accomplished by the existing system put in place. By this one can conclude that the effectiveness of the system is greatly achieved. 
Finally, the financial statement analysis in the banking sector is barely the same with the financial statement analysis of all other sector having little or no difference. With this financial statement analysis staff of any organization can possibly fit into the financial statement of any company without having any difficult in preparing relevant financial statement analysis books. 







CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1	SUMMARY
The research work has attempt to highlight the important of financial statement analysis, using financial ratio to access management efficiency and performance as a whole not forgetting it’s important to outsider e.g shareholder etc. to basic types of financial ratio have been used to analysis and interpret the financial statement of first bank of Nigeria Plc for the purpose of this research study the basic type of financial ratio have been segmental into fire different group vos, liquidity ratio, probability ratio, efficiency ratio, shareholder is investment ration and dest and gearing ratio.
	The liquidity ratio embrace the current ratio and ratio or quick trust ratio as well as the cash ratio the profitability ratio are made up of gross profit margin, net profit margin return on capital employed (ROCE) and return of equity. The efficiency ratio include fixed asset turnover and net asset turnover. The shareholder investment ratio includes earning per share (EPS) divided per share (DPS) divided cobber and finally, the debt and gearing ratio includes the total ratio includes the total debts, ratio and invest coverage’s ratio.
The researcher have been able to give reasonable and adequate comment on each of these ratio analysis computed based on information gathered from the annual report and account of first bank of Nigeria Plc and they have been treated in struck confidence at the chapter two where all ratio were highlighted. The summed of an extract financial statement of the company at which the analysis are based on is also not left out of the purpose of benefit of researcher.
5.2	CONCLUSION   
	In conclusion the study is able to come up with some reasonable as well as educative price. The combination of the techniques for financial statement analysis brought about the hidden feature of financial statement. By mere looking at financial statement does not give an invest to or analysis enough information despite the fact that the financial statement analysis techniques. There are still unresolved issue which remain with the data itself (the financial statement) the effect of information cost issue are major issue to be talked.
	Nevertheless, the study brought to the mind of the researcher an opportunity to undertake a wider on the field of financial statement analysis as a basic for performance evaluation. It is suggested the further investigation into heavy current liability carries by the firm further investigation to identify liquid. In condition, the company first bank of Nigeria Plc, management is sufficient and their performance is quite goes and encouraging.
	It should be emphasized that a continuous assessment of the company performance is important as this well afford the management to mirror their operation and strategies.
5.3	RECOMMENDATION
Recommendation are regard the management efficiency and performance are presented as suggested by the analysis carried out from the analysis done, the company first bank plc lacked adequate monetary capital.
1. The liquidity ratio calculated for the year covered by the study indicated ability of company’s current asset to efficiency cover the current liability and this effects means that the economy may be able to meet its shirt term obligation when they fall due and this lead to solve situation.
2. It should be noted emphasized however that no hand and fast rules can be laid down as to the amount of working capital  which firm has borrowing capacity but it will be obvious that if current asset are insufficient to meet current liabilities i.e there is no working capital required must be efficiency to enable the company conduct it normal trade without shortage of cash and to cover consequences.
3. Most firm with adequate working capital tied up in stock although the level of stock of a firm depend on the nature of the business investment if will move stock and greatly affect the profitability of the country.
4. It is recommended that the company should reduce investment in stock or better still increase it stock turnover. In addition liabilities. If the company is to settle all its current liabilities with cash. It will be enable to do so, cash as the most current asset which is needed for the operation of any business has to carefully planned 
5. Shortage of cash collection, the first handle is going out about his is to reduce time a customer pays his bills and the time the cheque is collected in situation where customer pay by cheque overall the company may need review its credit to help accelerate cash collection.
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