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ABSTRACT
This study investigates the effects of risk management practices on the financial performance of Nigerian Deposit Money Banks, with a specific focus on United Bank for Africa (UBA) Plc Challenge Branch, Ilorin. Recognizing the critical role that effective risk management plays in sustaining profitability and financial stability within the banking sector, the research aims to evaluate how credit risk, liquidity risk, market risk, and operational risk management influence the bank’s financial outcomes. Employing a descriptive research design, data were collected through structured questionnaires administered to a purposive sample of 40 staff members at UBA Challenge Branch, Ilorin. The study utilized both descriptive and inferential statistical techniques to analyze the data, including frequency distributions and regression analysis. Findings reveal that robust risk management practices significantly enhance profitability, reduce non-performing loans, maintain liquidity, and protect against market fluctuations, thereby improving overall financial performance. 
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CHAPTER ONE
INTRODUCTION
1.1	Background of the Study
[bookmark: _GoBack]The banking sector plays a pivotal role in the economic development of Nigeria, serving as the backbone for financial intermediation, capital formation, and economic stability (Obayagbona & Osagiende, 2023). Deposit Money Banks (DMBs), like United Bank for Africa (UBA) Plc, are at the fo refront of this sector, channeling funds from surplus to deficit units and supporting both private and public sector growth (Amaechi, 2024). However, the dynamic and often volatile Nigerian business environment exposes these banks to a broad spectrum of risks, including credit, liquidity, market, operational, and interest rate risks, all of which can significantly affect their financial performance (Obayagbona & Osagiende, 2023).
Risk management has thus become a central concern for Nigerian DMBs, as failures in this area have historically led to bank distress, loss of public confidence, and even systemic crises (Amaechi, 2024). The global financial crisis of 2007–2009 further underscored the necessity for robust risk management frameworks, prompting regulatory bodies such as the Central Bank of Nigeria (CBN) to strengthen oversight and enforce compliance with international standards like Basel II and the International Financial Reporting Standards (IFRS). UBA Plc, for example, has proactively adopted these global standards, integrating advanced risk management approaches into its governance, financial reporting, and internal controls to enhance resilience and competitiveness.
Empirical evidence from recent studies indicates that effective risk management practices—encompassing risk identification, assessment, monitoring, and control—have a direct and significant impact on the financial performance of Nigerian banks. Specifically, sound management of credit, market, and capital adequacy risks is associated with improved profitability, asset quality, and shareholder value, while poor liquidity risk management can undermine financial stability.
Despite these advancements, challenges persist. Some studies reveal that not all risk management practices yield significant improvements in performance, highlighting the need for continuous innovation, regulatory vigilance, and capacity building among risk management officers (Amaechi, 2024). Additionally, the evolving nature of financial products, technological disruptions, and macroeconomic uncertainties require banks to constantly reassess and upgrade their risk management strategies.
Given the strategic importance of UBA Plc in Nigeria’s financial system and its commitment to international best practices, this study seeks to critically examine the effects of risk management on the financial performance of Nigerian DMBs, using UBA Plc, Challenge Branch, Ilorin, as a case study. The findings are expected to provide valuable insights for practitioners, regulators, and policymakers aiming to enhance the stability and profitability of the Nigerian banking sector (Amaechi, 2024; Obayagbona & Osagiende, 2023).
1.2	Statement of the Problem
The Nigerian banking industry has witnessed significant reforms and regulatory interventions aimed at strengthening risk management practices. Despite these efforts, many DMBs continue to grapple with persistent challenges that threaten their financial performance and long-term viability (Amaechi, 2024). High levels of non-performing loans, liquidity crises, operational inefficiencies, and exposure to volatile market conditions have led to declining profitability, erosion of shareholder value, and, in extreme cases, bank failures (Obayagbona & Osagiende, 2023).
UBA Plc, like other leading DMBs, operates in a complex environment characterized by intense competition, regulatory changes, technological disruptions, and fluctuating macroeconomic indicators. While the bank has adopted advanced risk management frameworks such as Basel II and IFRS, questions remain regarding the effectiveness of these measures in mitigating risks and enhancing financial performance at the branch level . For instance, the integration of risk management into daily operations, the adequacy of risk assessment tools, and the capacity of staff to implement risk controls are areas that require further investigation.
Recent empirical studies present mixed findings on the relationship between risk management and bank performance in Nigeria. Some report significant positive effects, particularly in areas of credit and market risk management, while others find insignificant or even negative impacts, especially concerning operational and liquidity risks (Amaechi, 2024). These inconsistencies suggest that the effectiveness of risk management is contingent on several contextual factors, including organizational culture, regulatory compliance, and the quality of risk governance structures.
Given these challenges, there is a pressing need to conduct a comprehensive study that evaluates the specific effects of risk management practices on the financial performance of UBA Plc, Challenge Branch, Ilorin. Such a study will help identify gaps in current practices, provide evidence-based recommendations, and contribute to the ongoing discourse on banking sector stability and growth in Nigeria (Amaechi, 2024; Obayagbona & Osagiende, 2023).
1.3	Objectives of the Study
The main aim of this research work is to examine the effects of risk management on the financial performance of Nigerian Deposit Money Banks, with a focus on United Bank for Africa Plc, Challenge Branch, Ilorin. While the specific objectives are to:
1. To assess the impact of credit risk management on the profitability of UBA Plc, Challenge Branch, Ilorin.
2. To evaluate the effect of liquidity risk management on the financial stability of UBA Plc, Challenge Branch, Ilorin.
3. To determine the influence of market risk management on the return on equity of UBA Plc, Challenge Branch, Ilorin.
4. To analyze the role of operational risk management in enhancing the overall financial performance of UBA Plc, Challenge Branch, Ilorin.

1.4	Research Questions
1. How does credit risk management affect the profitability of UBA Plc, Challenge Branch, Ilorin?
2. What is the effect of liquidity risk management on the financial stability of UBA Plc, Challenge Branch, Ilorin?
3. How does market risk management influence the return on equity of UBA Plc, Challenge Branch, Ilorin?
4. What role does operational risk management play in the overall financial performance of UBA Plc, Challenge Branch, Ilorin?
1.5 	Research Hypotheses
Hypothesis 1:
H0: Credit risk management has no significant effect on the profitability of UBA Plc, Challenge Branch, Ilorin.
H1: Credit risk management has a significant effect on the profitability of UBA Plc, Challenge Branch, Ilorin.
Hypothesis 2:
H0: Liquidity risk management has no significant effect on the financial stability of UBA Plc, Challenge Branch, Ilorin.
H1: Liquidity risk management has a significant effect on the financial stability of UBA Plc, Challenge Branch, Ilorin.
Hypothesis 3:
H0: Market risk management does not significantly influence the return on equity of UBA Plc, Challenge Branch, Ilorin.
H1: Market risk management significantly influences the return on equity of UBA Plc, Challenge Branch, Ilorin.



Hypothesis 4:
H0: Operational risk management does not play a significant role in enhancing the overall financial performance of UBA Plc, Challenge Branch, Ilorin.
H1: Operational risk management plays a significant role in enhancing the overall financial performance of UBA Plc, Challenge Branch, Ilorin.
1.6	Significance of the Study
This study is significant as it provides a comprehensive analysis of the effects of risk management on the financial performance of Nigerian Deposit Money Banks, using UBA Plc, Challenge Branch, Ilorin, as a case study. The findings will offer valuable insights to bank managers, policymakers, regulators, and other stakeholders on the importance of adopting robust risk management frameworks to enhance profitability, stability, and shareholder value. Additionally, the study will contribute to the existing body of knowledge by bridging empirical gaps and offering practical recommendations for improving risk management practices in the Nigerian banking sector, thereby supporting sustainable economic growth and financial sector resilience (Amaechi, 2024; Obayagbona & Osagiende, 2023).
1.7	Scope of the Study
The scope of this study is both thematic and geographical. Thematically, the research focuses on four key dimensions of risk management: credit risk, liquidity risk, market risk, and operational risk, and their respective effects on financial performance indicators such as profitability, financial stability, return on equity, and overall performance. Geographically, the study is confined to United Bank for Africa Plc, Challenge Branch, Ilorin, which serves as a representative case for Nigerian DMBs due to its size, market share, and adoption of international risk management standards. The study covers a five-year period from 2020 to 2025, allowing for the analysis of recent trends, regulatory changes, and the impact of global economic events, such as the COVID-19 pandemic, on risk management and financial performance. Data will be sourced from annual reports, regulatory filings, and interviews with key risk management personnel at UBA Plc, Challenge Branch, Ilorin. The focus on a single branch allows for an in-depth analysis of branch-level practices, challenges, and outcomes, while the findings are expected to have broader implications for the Nigerian banking sector as a whole (Amaechi, 2024; Obayagbona & Osagiende, 2023).
1.8	Limitations of the Study
Several limitations are anticipated in the course of this study. First, the focus on a single branch of UBA Plc may limit the generalizability of the findings to other branches or banks with different operational contexts and risk profiles (Amaechi, 2024). Second, the reliance on secondary data from annual reports and regulatory filings may pose challenges related to data accuracy, completeness, and comparability across years (Obayagbona & Osagiende, 2023). Third, the dynamic nature of the banking sector, characterized by frequent regulatory changes and technological innovations, may affect the relevance of the findings over time. Fourth, access to proprietary information and internal risk management processes may be restricted due to confidentiality concerns, potentially limiting the depth of analysis. Finally, the study period coincides with significant macroeconomic disruptions, such as the COVID-19 pandemic, which may introduce confounding variables that are difficult to isolate from the effects of risk management practices. Despite these limitations, the study will employ rigorous methodological approaches and triangulate data sources to enhance validity and reliability.
1.9	Definition of Terms
1. Risk Management: The systematic process of identifying, assessing, monitoring, and controlling potential events or situations to provide reasonable assurance regarding the achievement of organizational objectives.
2. Deposit Money Banks (DMBs): Financial institutions licensed to accept deposits from the public and provide loans, investment, and other financial services.
3. Credit Risk: The possibility of loss due to a borrower’s failure to repay a loan or meet contractual obligations.
4. Liquidity Risk: The risk that a bank will be unable to meet its short-term financial obligations as they fall due.
5. Market Risk: The risk of losses in on- and off-balance-sheet positions arising from movements in market prices.
6. Operational Risk: The risk of loss resulting from inadequate or failed internal processes, people, systems, or external events.
7. Financial Performance: A measure of a bank’s profitability, stability, and value creation, often assessed using indicators like return on equity, return on assets, and net interest margin.
8. Basel II: An international regulatory framework for banks, focusing on risk management and capital adequacy.
9. International Financial Reporting Standards (IFRS): Global accounting standards for transparent and comparable financial statements.
10. Capital Adequacy: The sufficiency of a bank’s capital in relation to its risk-weighted assets.
11. Non-Performing Loans (NPLs): Loans on which the borrower is not making interest payments or repaying any principal.
12. Return on Equity (ROE): A measure of financial performance calculated by dividing net income by shareholders’ equity.
13. Risk Appetite: The level of risk a bank is willing to accept in pursuit of its objectives.
14. Internal Controls: Processes and procedures implemented to ensure the integrity of financial and accounting information, promote accountability, and prevent fraud.




CHAPTER TWO
LITERATURE REVIEW
2.1	Introduction
This chapter presents a comprehensive review of the existing literature related to risk management and its effects on the financial performance of Deposit Money Banks (DMBs), with a particular focus on the Nigerian banking sector. The purpose of this review is to establish a theoretical foundation for the study, identify gaps in the existing knowledge, and provide a conceptual framework that guides the research. The chapter begins by defining key concepts and theories underpinning risk management and financial performance, followed by an in-depth exploration of the components of risk management and their relevance to banking institutions. The chapter concludes with a synthesis of the reviewed literature, highlighting the relationship between risk management practices and financial outcomes in banks.
2.2	Conceptual Framework
The conceptual framework of this study is anchored in both theoretical foundations and practical applications of risk management and financial performance within the banking sector (Crouhy, Galai & Mark, 2014). It provides a comprehensive structure for understanding how different dimensions of risk management—namely credit risk, liquidity risk, market risk, and operational risk—interact to influence the financial health, stability, and profitability of Deposit Money Banks (DMBs) (Saunders & Allen, 2020). This framework guides the analysis of the effects of risk management on the financial performance of United Bank for Africa Plc, Challenge Branch, Ilorin, by linking risk management practices with key financial performance indicators (Hull, 2018).
Risk management in banking is a multifaceted discipline that involves the identification, measurement, assessment, mitigation, monitoring, and reporting of risks that banks face in their operations (Jorion, 2007). The framework recognizes that banks operate in a complex and dynamic environment where risks are interrelated and can have compounding effects on financial outcomes (Stulz, 2010). Therefore, a holistic approach to risk management is essential to ensure that banks not only survive but also thrive amid economic uncertainties and regulatory demands (Basel Committee on Banking Supervision, 2011).
The conceptual framework further integrates the principles of corporate governance, regulatory compliance, and organizational culture, which collectively shape the effectiveness of risk management practices (Tricker, 2019). It posits that the successful implementation of risk management strategies depends on the alignment of risk appetite, risk governance structures, and continuous risk monitoring with the bank’s strategic objectives and operational realities (Fraser & Simkins, 2016). This alignment enables banks to optimize their risk-return profile, safeguard capital adequacy, and enhance stakeholder confidence (Van Greuning & Brajovic-Bratanovic, 2009).
2.2.1	Risk Management: Definition and Importance in Banking
Risk management is broadly defined as the systematic process of identifying, measuring, monitoring, and controlling risks that an organization faces in pursuit of its objectives. In the banking sector, this process is particularly critical due to the inherent risks associated with financial intermediation, where banks act as conduits between savers and borrowers, and intermediaries in financial markets.
Banks are exposed to a wide array of risks including credit risk (the risk of borrower default), market risk (the risk of losses due to fluctuations in market prices), liquidity risk (the risk of being unable to meet short-term obligations), operational risk (losses from failed internal processes or systems), and reputational risk (damage to a bank’s public image). Effective risk management aims to minimize the adverse impact of these risks while enabling banks to pursue profitable opportunities (Crouhy, Galai & Mark, 2014).
The importance of risk management in banking cannot be overstated. It is fundamental to maintaining financial stability, protecting depositors’ funds, and ensuring compliance with regulatory frameworks such as the Basel Accords (Basel Committee on Banking Supervision, 2011). Banks that fail to manage risks adequately may suffer severe financial losses, erosion of capital, and loss of public confidence, which can culminate in insolvency or systemic crises with far-reaching economic consequences (Hull, 2018).
The global financial crisis of 2007-2009 highlighted significant weaknesses in banks’ risk management practices, particularly the underestimation of risk interdependencies and the failure to consider extreme but plausible scenarios (Stulz, 2010). This crisis triggered a paradigm shift, emphasizing the need for comprehensive and integrated risk management frameworks that encompass quantitative risk measurement models and qualitative assessments of governance, culture, and ethics (Crouhy et al., 2014).
Modern risk management frameworks in banking are built on a lifecycle approach that includes risk identification, risk assessment, risk mitigation, risk monitoring, and reporting. This approach employs sophisticated tools such as stress testing, scenario analysis, and Value-at-Risk (VaR) models to quantify potential losses and guide decision-making (Jorion, 2007). Additionally, risk management is embedded within the organizational culture and governance structures to ensure accountability and proactive risk mitigation (Scottish National Investment Bank, 2021).
2.2.2	Financial Performance of Banks: Concepts and Measurement
Financial performance in the banking sector is a multidimensional construct that reflects a bank’s ability to generate sustainable profits, maintain liquidity, manage asset quality, ensure capital adequacy, and operate efficiently. It is a key indicator of a bank’s competitiveness, resilience, and contribution to economic growth.
Profitability is typically measured using ratios such as Return on Assets (ROA) and Return on Equity (ROE), which indicate how effectively a bank utilizes its assets and equity to generate earnings (Rose & Hudgins, 2013). ROA reflects the efficiency of asset utilization, while ROE measures the return generated on shareholders’ investment. Both indicators are critical for assessing a bank’s financial health and attractiveness to investors.
Liquidity ratios assess the bank’s capacity to meet short-term financial obligations, which is vital for maintaining depositor confidence and operational continuity (Saunders & Cornett, 2018). Asset quality is evaluated by the level of non-performing loans (NPLs), which directly impact profitability and solvency. High NPLs indicate poor credit risk management and can lead to increased loan loss provisions and reduced earnings (Berger & Bouwman, 2013).
Capital adequacy is another crucial measure, reflecting a bank’s ability to absorb losses and continue operations during financial distress. Regulatory frameworks such as Basel III prescribe minimum capital requirements to ensure banks maintain sufficient buffers against risks (Van Greuning & Brajovic-Bratanovic, 2009). Efficiency ratios, including the cost-to-income ratio, provide insights into how well a bank controls operating expenses relative to income generation (Rose & Hudgins, 2013).
The relationship between risk management and financial performance is intricate. Effective risk management can enhance financial performance by reducing unexpected losses, improving asset quality, and optimizing capital allocation. However, excessive risk aversion may constrain profit opportunities and growth (Berger & DeYoung, 1997). Therefore, banks must balance risk-taking with prudent controls to maximize shareholder value and ensure long-term sustainability.
2.2.3	Components of Risk Management in Banking and Their Impact on Financial Performance
The core components of risk management in banking—credit risk management, liquidity risk management, market risk management, and operational risk management—each play a vital role in shaping a bank’s financial outcomes.
Credit Risk Management: Credit risk is the potential loss arising from a borrower’s failure to fulfill contractual obligations. Effective credit risk management involves rigorous borrower assessment, credit scoring, loan portfolio diversification, and continuous monitoring (Saunders & Allen, 2020). Poor credit risk management results in elevated non-performing loans, which erode profitability and capital reserves (Van Greuning & Brajovic-Bratanovic, 2009). Conversely, sound credit risk practices enhance asset quality and stabilize earnings, contributing positively to financial performance (Crouhy et al., 2014).
Liquidity Risk Management: Liquidity risk pertains to a bank’s ability to meet its financial commitments without incurring significant losses. Maintaining adequate liquidity is essential to honor customer withdrawals and fund lending activities (Rose & Hudgins, 2013). Liquidity crises can trigger bank runs and insolvency, severely damaging financial performance and reputation (Van Horne & Wachowicz, 2008). Effective liquidity risk management includes maintaining liquid asset buffers, diversifying funding sources, and conducting regular liquidity stress tests (Saunders & Cornett, 2018).
Market Risk Management: Market risk arises from adverse movements in interest rates, foreign exchange rates, equity prices, and commodity prices. Banks employ quantitative techniques such as Value-at-Risk (VaR), sensitivity analysis, and scenario testing to measure and control market risk exposure (Jorion, 2007). Poor market risk management can lead to substantial financial losses, particularly during periods of market volatility, thereby negatively impacting profitability (Hull, 2018).
Operational Risk Management: Operational risk involves losses due to failed internal processes, human errors, system failures, fraud, or external events. Managing operational risk requires robust internal controls, risk assessments, staff training, and contingency planning (Basel Committee on Banking Supervision, 2011). Effective operational risk management minimizes unexpected losses, supports regulatory compliance, and enhances overall financial performance (Saunders & Allen, 2020).
In sum, the integration of these risk management components into a bank’s strategic and operational framework is essential for improving financial performance. Banks that adopt comprehensive and proactive risk management systems tend to exhibit superior profitability, enhanced stability, and greater resilience to economic shocks (Athanasoglou et al., 2008; Berger & Bouwman, 2013). This conceptual framework thus provides a foundation for investigating how risk management practices influence the financial performance of UBA Plc, Challenge Branch, Ilorin, within the Nigerian banking context.
2.2.4	Risk Management Framework Components in Banking
An effective risk management framework (RMF) is essential for banks to systematically identify, assess, mitigate, monitor, and report risks, thereby ensuring the institution’s financial health and regulatory compliance (Crouhy, Galai & Mark, 2014). The RMF is composed of several interrelated components that collectively provide a structured approach to managing risks.
Risk Identification is the foundational step where banks define their risk universe, encompassing all possible risks such as credit, market, operational, liquidity, legal, and strategic risks. This process involves classifying risks into core and non-core categories, with core risks being those essential for the bank’s business strategy and non-core risks being minimized or eliminated (Saunders & Allen, 2020). Comprehensive risk identification allows banks to focus resources on the most significant threats.
Risk Measurement and Assessment involve quantifying the likelihood and potential impact of identified risks. Banks use both quantitative models (e.g., Value at Risk, stress testing, scenario analysis) and qualitative assessments to evaluate risk exposure. Measurement must consider the interdependencies among risks and their aggregate effect on the bank’s risk profile (Jorion, 2007). This dual approach ensures that both measurable and less tangible risks are adequately addressed.
Risk Mitigation entails implementing policies, controls, and strategies to reduce risk exposure to acceptable levels. This includes credit limits, diversification of assets, hedging strategies, and operational controls. Effective mitigation balances risk reduction with business objectives to avoid excessive risk aversion that could hinder profitability (Crouhy et al., 2014).
Risk Monitoring and Reporting require continuous oversight of risk exposures and the effectiveness of mitigation measures. Banks establish reporting frameworks that provide timely and accurate information to senior management and the board, enabling informed decision-making and regulatory compliance (Saunders & Cornett, 2018). Monitoring also involves identifying emerging risks and adapting the RMF accordingly.
Risk Governance is the overarching component that ensures accountability and alignment of risk management with the bank’s strategic goals. It involves the board of directors, senior management, and risk committees setting risk appetite, approving policies, and overseeing implementation (Tricker, 2019). A strong governance structure fosters a risk-aware culture and integrates risk management into the bank’s operations.
Together, these components create a dynamic and responsive RMF that supports sustainable financial performance and resilience against shocks (Crouhy et al., 2014; Saunders & Allen, 2020; Tricker, 2019).
2.2.5	Enterprise Risk Management (ERM) in Banking
Enterprise Risk Management (ERM) represents an evolution from traditional silo-based risk management to a holistic, organization-wide approach. ERM integrates all types of risks—strategic, operational, financial, and compliance—into a unified framework that aligns risk appetite with business strategy (Fraser & Simkins, 2016).
The ERM framework typically comprises three dimensions: structure, governance, and process. The structure dimension defines roles and responsibilities across the organization, ensuring clarity in risk ownership and accountability. The governance dimension establishes the policies, risk appetite statements, and oversight mechanisms led by the board and senior management. The process dimension involves the systematic identification, assessment, mitigation, monitoring, and reporting of risks (Fraser & Simkins, 2016).
ERM promotes a culture where risk considerations are embedded in strategic planning and operational decision-making, enhancing the bank’s ability to anticipate and respond to risks proactively (Fraser & Simkins, 2016). It also encourages the use of advanced analytics and integrated risk reporting systems to provide a consolidated view of the bank’s risk profile.
Implementing ERM in Nigerian banks, including Deposit Money Banks like UBA Plc, is critical due to the increasing complexity of financial products, regulatory requirements, and market volatility. ERM facilitates better capital allocation, improves stakeholder confidence, and supports regulatory compliance with frameworks such as Basel III and IFRS (Van Greuning & Brajovic-Bratanovic, 2009).
In summary, ERM provides a comprehensive and strategic approach to risk management that enhances financial performance by balancing risk and opportunity across the entire organization (Fraser & Simkins, 2016; Van Greuning & Brajovic-Bratanovic, 2009).
2.3	Theoretical Framework
The theoretical framework underpinning this study draws from established risk management and financial performance theories within the banking sector. It provides a lens through which the relationship between risk management practices and bank performance can be analyzed and interpreted.
At its core, the Modern Portfolio Theory (MPT) by Markowitz (1952) informs the risk-return trade-off principle, emphasizing diversification to optimize returns for a given level of risk. This theory is foundational in understanding how banks manage credit, market, and operational risks to achieve optimal financial outcomes.
The Agency Theory (Jensen & Meckling, 1976) is relevant in explaining the conflicts of interest between bank managers (agents) and shareholders (principals) in risk-taking decisions. Effective risk management frameworks and governance mechanisms are necessary to align these interests and mitigate moral hazard, which can adversely affect financial performance.
The Risk-Adjusted Performance Theory posits that financial performance should be evaluated in the context of the risks undertaken. Measures such as Risk-Adjusted Return on Capital (RAROC) provide a more accurate assessment of bank profitability by incorporating risk considerations (Saunders & Allen, 2020).
Additionally, the Stakeholder Theory highlights the importance of managing risks not only for shareholder value but also for the broader set of stakeholders including depositors, regulators, and the community. This theory supports the integration of risk management into corporate governance and social responsibility frameworks (Freeman, 1984).
Together, these theories provide a comprehensive foundation for analyzing how risk management practices influence financial performance, guiding the empirical investigation of UBA Plc’s risk management effectiveness.
2.3.1	Modern Portfolio Theory and Banking Risk Management
Modern Portfolio Theory (MPT) introduced by Harry Markowitz revolutionized the understanding of risk and return by demonstrating that diversification reduces unsystematic risk and improves portfolio efficiency (Markowitz, 1952). In banking, MPT principles are applied to the management of loan portfolios, investment securities, and other financial assets.
By diversifying credit exposures across industries, geographies, and borrower types, banks reduce the probability of significant losses from defaults in any single segment. Similarly, market risk is managed by balancing asset classes and employing hedging instruments to mitigate interest rate and foreign exchange risks (Saunders & Allen, 2020).
MPT also underpins the use of quantitative risk measurement tools such as Value at Risk (VaR) and stress testing, which estimate potential losses under adverse market conditions. These tools enable banks to allocate capital efficiently and make informed risk-return decisions (Jorion, 2007).
While MPT provides a robust framework for financial risk management, it assumes that markets are efficient and risks are normally distributed, which may not always hold in practice. Therefore, banks complement MPT with scenario analysis and qualitative assessments to capture tail risks and systemic shocks (Stulz, 2010).







2.3.2	Agency Theory and Risk Governance in Banks
Agency Theory explains the relationship between principals (shareholders) and agents (bank managers), focusing on conflicts that arise when agents pursue personal interests at the expense of principals (Jensen & Meckling, 1976). In banking, this conflict is pronounced due to the complexity of financial products and information asymmetry.
Risk-taking behavior by managers may be excessive if not properly monitored, leading to moral hazard and potential financial distress. Effective risk governance mechanisms such as board oversight, risk committees, and incentive alignment are necessary to mitigate agency problems (Tricker, 2019).
Regulatory frameworks also play a critical role by imposing capital requirements, disclosure standards, and supervisory controls to reduce agency costs and promote prudent risk management (Basel Committee on Banking Supervision, 2011). Transparency and accountability in risk reporting further enhance trust among stakeholders and contribute to financial stability.
Agency Theory thus informs the design of risk management frameworks that balance managerial discretion with shareholder protection, ultimately influencing the financial performance of banks (Fraser & Simkins, 2016).
2.4	Empirical Review
The empirical review draws on three relevant studies that examine the relationship between risk management and the financial performance of Nigerian Deposit Money Banks (DMBs), highlighting various dimensions of risk and their impact on bank profitability and stability.
Adenkule and Ishola (2011) investigated the effect of risk management on bank performance in Nigeria, focusing on return on equity (ROE) and return on assets (ROA) as performance indicators. Their findings revealed that risk management practices explained 41% of the variation in ROE but only 23% in ROA, indicating a significant relationship with profitability but a weaker link with asset efficiency. The study also noted that risk management practices in Nigerian banks were generally poor and ineffective, recommending that regulatory bodies such as the Central Bank of Nigeria (CBN) enforce stricter risk identification, assessment, and control strategies to improve bank performance and prevent financial crises (Adenkule & Ishola, 2011).
Tai (2004) examined the association between risk management practices and the financial performance of Nigerian banks using panel data from multiple banks over several years. The study found a significant inverse relationship between non-performing loans and bank performance, while capital adequacy showed a positive and significant effect. It emphasized that prudent risk management, particularly in managing credit risk and capital, is crucial for protecting investors’ interests and enhancing bank profitability. The study concluded that banks with effective risk management frameworks tend to perform better financially, underscoring the importance of risk control in banking operations (Tai, 2004).
Omorokunwa and Ogbeide (2018) focused specifically on credit risk management and its effect on the profitability of deposit money banks in Nigeria. Using panel regression analysis on data from 12 banks over 2006 to 2018, they found that credit risk indicators such as non-performing loan ratios and loan-to-deposit ratios significantly influenced return on assets (ROA). The study highlighted that poor credit risk management leads to increased loan losses and reduced profitability, while effective management enhances asset quality and financial performance. Their findings reinforce the critical role of credit risk management in sustaining bank profitability and stability in the Nigerian banking sector (Omorokunwa & Ogbeide, 2018).
Together, these empirical studies demonstrate that risk management—particularly credit risk and capital adequacy—plays a vital role in shaping the financial performance of Nigerian banks. 




CHAPTER THREE
RESEARCH METHODOLOGY
3.1	Research Design
This study adopts a descriptive research design, which is appropriate for examining the effects of risk management on the financial performance of Nigerian Deposit Money Banks, specifically focusing on United Bank for Africa Plc, Challenge Branch, Ilorin. The descriptive design enables the researcher to systematically collect, analyze, and interpret data related to risk management practices and financial performance indicators, providing a clear picture of the existing relationship between these variables. This approach is suitable because it facilitates the exploration of current conditions and the identification of patterns without manipulating the study environment.
3.2	Population of the Study
The population for this study comprises all staff members of United Bank for Africa Plc, Challenge Branch, Ilorin. The total staff strength at UBA Challenge Branch, Ilorin is 44 employees, including senior and junior staff. This population is considered adequate for the study as it includes personnel directly involved in risk management and operational activities within the branch.
3.3	Sample Size and Sampling Procedure
The determination of the sample size for this study is based on the known population size of United Bank for Africa Plc, Challenge Branch, Ilorin, which consists of 44 staff members. To calculate an appropriate sample size that ensures representativeness and statistical reliability, Yamane’s formula for finite populations is used. This formula is suitable when the population size is known and relatively small.
Yamane’s formula is expressed as:



Where:
·  = sample size
·  = population size (44 staff members)
·  = margin of error (expressed as a decimal, commonly 0.05 for 5%)
Using a 95% confidence level with a 5% margin of error, the sample size is calculated as follows:

Therefore, a sample size of approximately 40 respondents is statistically adequate to represent the staff population of UBA Challenge Branch, Ilorin.
A sampling technique will be employed to select respondents who possess adequate knowledge and experience in risk management and financial performance at UBA Challenge Branch, Ilorin. Purposive sampling ensures that the sample consists of individuals capable of providing relevant and reliable information pertinent to the study objectives.
3.4	Instrument of Data Collection
Data will be collected using a structured questionnaire designed to capture quantitative information on risk management practices and financial performance indicators. The questionnaire will include sections on demographic data, credit risk management, liquidity risk management, market risk management, operational risk management, and financial performance measures such as profitability and stability. The questionnaire items will be developed based on a comprehensive review of literature and validated scales from previous studies. The use of questionnaires is justified by their efficiency in collecting data from a relatively large sample within a short time frame.
3.5	Validation of the Research Instrument
To ensure the validity and reliability of the research instrument, the questionnaire will undergo both content and construct validation. Content validity will be established through expert review by academic supervisors and banking professionals who will assess the questionnaire for relevance, clarity, and comprehensiveness. A pilot study will be conducted with 10 respondents from a similar banking environment to test the instrument’s reliability. The Cronbach’s alpha coefficient will be calculated to assess internal consistency, with a threshold value of 0.7 considered acceptable for reliability.
3.6	Method of Data Analysis
The collected data will be analyzed using descriptive and inferential statistical techniques. Descriptive statistics such as mean, frequency, and percentage will summarize demographic characteristics and responses related to risk management practices. Inferential statistics, particularly multiple regression analysis, will be employed to examine the relationship between risk management variables (credit risk, liquidity risk, market risk, operational risk) and financial performance indicators (profitability, return on equity, asset quality). The use of regression analysis is appropriate for testing hypotheses and determining the strength and direction of relationships among variables. Data analysis will be conducted using statistical software such as SPSS version 26 to ensure accuracy and efficiency.












CHAPTER FOUR
DATA PRESENTATION AND ANALYSIS
4.1	INTRODUCTION
This chapter presents the data collected from respondents through the questionnaire designed to address the research questions guiding this study. The data presentation, analysis, and interpretation are organized systematically to provide a comprehensive understanding of the current risk management practices and their effects on the financial performance of UBA Challenge Branch, Ilorin. The chapter begins with a detailed presentation of demographic information of the respondents, followed by responses to the core questionnaire items. Subsequent sections analyze the data in relation to the specific research questions, highlighting key findings and their implications.
4.2	ANALYSIS OF RESEARCH ITEMS
Question 1: Age of Respondents
TABLE 1
	Age Group
	Frequency
	Percentage (%)

	18–25
	4
	10%

	26–35
	16
	40%

	36–45
	12
	30%

	46 and above
	8
	20%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
The data shows that 4 respondents (10%) are between 18 and 25 years, 16 respondents (40%) are between 26 and 35 years, 12 respondents (30%) are between 36 and 45 years, while 8 respondents (20%) are 46 years and above. This indicates that the majority of the staff at UBA Challenge Branch, Ilorin are between 26 and 45 years, suggesting a relatively young and experienced workforce.
Question 2: Gender of Respondents
TABLE 2
	Gender
	Frequency
	Percentage (%)

	Male
	22
	55%

	Female
	18
	45%

	Other
	0
	0%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
Among the respondents, 22 (55%) are male, while 18 (45%) are female. No respondent identified as ‘Other.’ This reflects a moderate gender balance within the staff of UBA Challenge Branch, Ilorin.
Question 3: Educational Qualification
TABLE 3
	Qualification
	Frequency
	Percentage (%)

	Diploma
	6
	15%

	Bachelor’s Degree
	21
	52.5%

	Master’s Degree
	9
	22.5%

	Others
	4
	10%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
6 respondents (15%) have a Diploma, 21 (52.5%) have a Bachelor’s Degree, 9 (22.5%) have a Master’s Degree, and 4 (10%) have other qualifications. The majority of the staff are graduates, which suggests a well-educated workforce.


Question 4: Position/Role in UBA Challenge Branch, Ilorin
TABLE 4
	Position/Role
	Frequency
	Percentage (%)

	Manager
	5
	12.5%

	Supervisor
	9
	22.5%

	Officer
	18
	45%

	Clerk
	6
	15%

	Other
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
5 respondents (12.5%) are Managers, 9 (22.5%) are Supervisors, 18 (45%) are Officers, 6 (15%) are Clerks, and 2 (5%) hold other positions. Officers form the largest group, indicating their significant role in the branch’s operations.
Question 5: Years of Experience in Banking
TABLE 5
	Years of Experience
	Frequency
	Percentage (%)

	Less than 1 year
	2
	5%

	1–3 years
	10
	25%

	4–6 years
	15
	37.5%

	Above 6 years
	13
	32.5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
2 respondents (5%) have less than 1 year of experience, 10 (25%) have 1–3 years, 15 (37.5%) have 4–6 years, and 13 (32.5%) have above 6 years of banking experience. Most staff have considerable experience, with 70% having more than 3 years in the industry.
Question 6: The bank regularly conducts stress testing and scenario analysis to manage market risk.
TABLE 6
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	8
	20%

	Agree
	14
	35%

	Neutral
	10
	25%

	Disagree
	5
	12.5%

	Strongly Disagree
	3
	7.5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
8 respondents (20%) strongly agree, 14 (35%) agree, 10 (25%) are neutral, 5 (12.5%) disagree, and 3 (7.5%) strongly disagree that the bank regularly conducts stress testing and scenario analysis. This shows that a majority (55%) perceive the bank as proactive in managing market risk, while a notable minority are either neutral or disagree.
Question 7: Operational risk management at UBA Challenge Branch, Ilorin minimizes losses from system failures and human errors.
TABLE 7
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25%

	Agree
	16
	40%

	Neutral
	8
	20%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
10 respondents (25%) strongly agree, 16 (40%) agree, 8 (20%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. This indicates that 65% of the staff believe operational risk management is effective in minimizing losses from system failures and human errors.
Question 8: There are clear policies and procedures in place to control operational risks in the bank.
TABLE 8
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	17
	42.5%

	Neutral
	6
	15%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 17 (42.5%) agree, 6 (15%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. This shows that a large majority (70%) believe there are clear policies and procedures for operational risk control.






Question 9: Effective risk management practices at UBA Challenge Branch, Ilorin have improved the bank’s profitability.
TABLE 9
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30%

	Agree
	15
	37.5%

	Neutral
	7
	17.5%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
12 respondents (30%) strongly agree, 15 (37.5%) agree, 7 (17.5%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree that risk management practices have improved profitability. The majority (67.5%) see a positive impact on profitability.
Question 10: Risk management enhances the bank’s ability to maintain financial stability during economic uncertainties.
TABLE 10
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	13
	32.5%

	Agree
	14
	35%

	Neutral
	7
	17.5%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
13 respondents (32.5%) strongly agree, 14 (35%) agree, 7 (17.5%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. This means that 67.5% of the staff believe risk management is crucial for maintaining stability during economic uncertainties.
Question 11: The bank’s management regularly monitors the effectiveness of risk management systems.
TABLE 11
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25%

	Agree
	16
	40%

	Neutral
	7
	17.5%

	Disagree
	5
	12.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
10 respondents (25%) strongly agree and 16 (40%) agree that management regularly monitors risk management systems, making a total of 26 (65%) who view monitoring as active. 7 (17.5%) are neutral, while 5 (12.5%) disagree and 2 (5%) strongly disagree, indicating a minority who feel monitoring could be improved.






Question 12: UBA Challenge Branch, Ilorin’s risk governance structure supports timely decision-making to mitigate risks.
TABLE 12
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30%

	Agree
	14
	35%

	Neutral
	8
	20%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
12 respondents (30%) strongly agree, 14 (35%) agree, 8 (20%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree that the risk governance structure supports timely decision-making. The majority (65%) are positive, but 20% are neutral and 15% negative, suggesting some room for improvement.
Question 13: The bank’s credit risk policies are reviewed and updated regularly to reflect market conditions.
TABLE 13
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	17
	42.5%

	Neutral
	7
	17.5%

	Disagree
	3
	7.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 17 (42.5%) agree, 7 (17.5%) are neutral, 3 (7.5%) disagree, and 2 (5%) strongly disagree. This means 70% perceive regular review and updating of credit risk policies, while 12.5% do not.
Question 14: Liquidity risk management contributes positively to the bank’s return on equity.
TABLE 14
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	8
	20%

	Agree
	18
	45%

	Neutral
	9
	22.5%

	Disagree
	3
	7.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
8 respondents (20%) strongly agree, 18 (45%) agree, 9 (22.5%) are neutral, 3 (7.5%) disagree, and 2 (5%) strongly disagree. 65% agree that liquidity risk management has a positive impact on return on equity.
Question 15: Market risk management practices at UBA Challenge Branch, Ilorin help maintain consistent earnings.
TABLE 15
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30%

	Agree
	15
	37.5%

	Neutral
	8
	20%

	Disagree
	3
	7.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
12 respondents (30%) strongly agree, 15 (37.5%) agree, 8 (20%) are neutral, 3 (7.5%) disagree, and 2 (5%) strongly disagree. This shows 67.5% believe market risk management helps maintain consistent earnings.
Question 16: Operational risk controls reduce unexpected financial losses and improve overall performance.
TABLE 16
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	13
	32.5%

	Agree
	14
	35%

	Neutral
	7
	17.5%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
13 respondents (32.5%) strongly agree, 14 (35%) agree, 7 (17.5%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. A majority (67.5%) affirm the effectiveness of operational risk controls in reducing losses and improving performance.




Question 17: The bank’s risk appetite is clearly communicated and understood by all employees.
TABLE 17
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	17
	42.5%

	Neutral
	8
	20%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 17 (42.5%) agree, 8 (20%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. 65% feel the bank’s risk appetite is well communicated and understood.
Question 18: Training and capacity building on risk management are regularly provided to staff at UBA Challenge Branch, Ilorin.
TABLE 18
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	7
	17.5%

	Agree
	15
	37.5%

	Neutral
	10
	25%

	Disagree
	6
	15%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
7 respondents (17.5%) strongly agree, 15 (37.5%) agree, 10 (25%) are neutral, 6 (15%) disagree, and 2 (5%) strongly disagree. While 55% see regular training, a quarter are neutral and 20% disagree, indicating some inconsistency in training delivery.
Question 19: Risk management practices have helped UBA Challenge Branch, Ilorin comply with regulatory requirements effectively.
TABLE 19
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25%

	Agree
	18
	45%

	Neutral
	7
	17.5%

	Disagree
	3
	7.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
10 respondents (25%) strongly agree, 18 (45%) agree, 7 (17.5%) are neutral, 3 (7.5%) disagree, and 2 (5%) strongly disagree. 70% believe risk management has aided regulatory compliance.
Question 20: Overall, risk management at UBA Challenge Branch, Ilorin plays a critical role in enhancing shareholder value.
TABLE 20
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	11
	27.5%

	Agree
	16
	40%

	Neutral
	7
	17.5%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
11 respondents (27.5%) strongly agree, 16 (40%) agree, 7 (17.5%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. The majority (67.5%) see risk management as critical for shareholder value.
Question 21: Credit risk management practices at UBA Challenge Branch, Ilorin help reduce the level of non-performing loans.
TABLE 21
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	12
	30%

	Agree
	14
	35%

	Neutral
	9
	22.5%

	Disagree
	3
	7.5%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
12 respondents (30%) strongly agree, 14 (35%) agree, 9 (22.5%) are neutral, 3 (7.5%) disagree, and 2 (5%) strongly disagree. This suggests 65% believe credit risk management reduces non-performing loans.




Question 22: The bank effectively assesses borrowers’ creditworthiness before granting loans.
TABLE 22
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	13
	32.5%

	Agree
	17
	42.5%

	Neutral
	6
	15%

	Disagree
	3
	7.5%

	Strongly Disagree
	1
	2.5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
13 respondents (32.5%) strongly agree, 17 (42.5%) agree, 6 (15%) are neutral, 3 (7.5%) disagree, and 1 (2.5%) strongly disagree. This indicates a high level of confidence in the bank’s credit assessment processes.
Question 23: Liquidity risk management ensures that the bank can meet its short-term financial obligations promptly.
TABLE 23
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25%

	Agree
	18
	45%

	Neutral
	8
	20%

	Disagree
	3
	7.5%

	Strongly Disagree
	1
	2.5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
10 respondents (25%) strongly agree, 18 (45%) agree, 8 (20%) are neutral, 3 (7.5%) disagree, and 1 (2.5%) strongly disagree. The majority (70%) believe liquidity risk management is effective in meeting obligations.
Question 24: UBA Challenge Branch, Ilorin maintains adequate liquid assets to avoid liquidity crises.
TABLE 24
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	9
	22.5%

	Agree
	19
	47.5%

	Neutral
	7
	17.5%

	Disagree
	4
	10%

	Strongly Disagree
	1
	2.5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
9 respondents (22.5%) strongly agree, 19 (47.5%) agree, 7 (17.5%) are neutral, 4 (10%) disagree, and 1 (2.5%) strongly disagree. This shows 70% believe the bank maintains adequate liquidity.
Question 25: Market risk management strategies protect the bank from losses due to interest rate and currency changes.
TABLE 25
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	10
	25%

	Agree
	16
	40%

	Neutral
	8
	20%

	Disagree
	4
	10%

	Strongly Disagree
	2
	5%

	TOTAL
	40
	100%


Source: Field work, 2025
Analysis:
10 respondents (25%) strongly agree, 16 (40%) agree, 8 (20%) are neutral, 4 (10%) disagree, and 2 (5%) strongly disagree. The majority (65%) believe market risk management strategies are effective in protecting the bank from losses due to market fluctuations.
4.3	ANALYSIS OF RESEARCH QUESTIONS
Research Question 1: How does credit risk management affect the profitability of UBA Challenge Branch, Ilorin?
This question is primarily addressed by data from Table 9 (Effective risk management practices have improved profitability), Table 13 (Credit risk policies are reviewed and updated regularly), Table 21 (Credit risk management reduces non-performing loans), and Table 22 (Bank effectively assesses borrowers’ creditworthiness). As seen in Table 9, a significant majority of respondents, 27 (67.5%), either agree (15; 37.5%) or strongly agree (12; 30%) that effective risk management practices have improved the bank’s profitability, indicating a perceived positive link. Furthermore, Table 13 shows strong agreement (17; 42.5%) and strong agreement (11; 27.5%) that credit risk policies are regularly reviewed and updated, summing up to 28 (70%) respondents. This proactive approach is likely instrumental in managing credit quality. This is supported by Table 21, where 26 (65%) respondents (14; 35% agree, 12; 30% strongly agree) believe credit risk management practices help reduce non-performing loans. Finally, Table 22 reinforces this, with a combined 30 (75%) respondents (17; 42.5% agree, 13; 32.5% strongly agree) affirming the bank's effective assessment of borrowers' creditworthiness before granting loans. These findings collectively suggest a strong positive effect of robust credit risk management practices on the profitability of UBA Challenge Branch, Ilorin, mainly through the reduction of non-performing loans and careful loan origination.
Research Question 2: What is the effect of liquidity risk management on the financial stability of UBA Challenge Branch, Ilorin?
This question draws insights from Table 10 (Risk management enhances financial stability during economic uncertainties), Table 14 (Liquidity risk management contributes positively to return on equity), Table 23 (Liquidity risk management ensures meeting short-term obligations), and Table 24 (UBA Challenge Branch, Ilorin maintains adequate liquid assets). From Table 10, a substantial 27 (67.5%) respondents (14; 35% agree, 13; 32.5% strongly agree) perceive that risk management generally enhances financial stability during uncertainties. More specifically, Table 23 indicates that 28 (70%) respondents (18; 45% agree, 10; 25% strongly agree) believe liquidity risk management ensures the bank can promptly meet its short-term financial obligations. This is crucial for stability. Furthermore, Table 24 highlights that 28 (70%) respondents (19; 47.5% agree, 9; 22.5% strongly agree) believe UBA Challenge Branch, Ilorin maintains adequate liquid assets to avoid liquidity crises. While Table 14 shows that 26 (65%) respondents (18; 45% agree, 8; 20% strongly agree) see a positive contribution of liquidity risk management to return on equity, the primary direct impact on financial stability is evident in the bank's ability to meet obligations and maintain liquid assets. These results strongly suggest that effective liquidity risk management is vital for the financial stability of UBA Challenge Branch, Ilorin.
Research Question 3: How does market risk management influence the return on equity of UBA Challenge Branch, Ilorin?
This question is addressed by data from Table 6 (Bank conducts stress testing and scenario analysis for market risk), Table 15 (Market risk management helps maintain consistent earnings), and Table 25 (Market risk management strategies protect from losses due to interest rate and currency changes). As observed in Table 6, 22 (55%) respondents (14; 35% agree, 8; 20% strongly agree) indicate that the bank regularly conducts stress testing and scenario analysis to manage market risk, implying a proactive stance. More directly related to profitability, Table 15 reveals that 27 (67.5%) respondents (15; 37.5% agree, 12; 30% strongly agree) believe market risk management practices help maintain consistent earnings. Consistent earnings are a direct driver of return on equity. Complementing this, Table 25 shows that 26 (65%) respondents (16; 40% agree, 10; 25% strongly agree) believe market risk management strategies protect the bank from losses due to interest rate and currency changes. By mitigating these external shocks, the bank safeguards its capital and, consequently, its return on equity. Thus, market risk management, through proactive analysis and protective strategies, significantly influences the consistency of earnings and the overall return on equity at UBA Challenge Branch, Ilorin.
Research Question 4: What role does operational risk management play in the overall financial performance of UBA Challenge Branch, Ilorin?
This question draws on insights from Table 7 (Operational risk management minimizes losses from system failures and human errors), Table 8 (Clear policies and procedures for operational risks), Table 16 (Operational risk controls reduce unexpected financial losses and improve overall performance), and Table 17 (Bank’s risk appetite is clearly communicated and understood). Table 7 shows that 26 (65%) respondents (16; 40% agree, 10; 25% strongly agree) believe operational risk management minimizes losses from system failures and human errors, which directly impacts financial performance by preventing unexpected costs. This is facilitated by the perception from Table 8, where 28 (70%) respondents (17; 42.5% agree, 11; 27.5% strongly agree) indicate that clear policies and procedures are in place for operational risk control. Furthermore, Table 16 confirms that 27 (67.5%) respondents (14; 35% agree, 13; 32.5% strongly agree) agree that operational risk controls reduce unexpected financial losses and improve overall performance. Lastly, Table 17 indicates that 26 (65%) respondents (17; 42.5% agree, 9; 22.5% strongly agree) feel the bank's risk appetite is clearly communicated and understood by employees, implying a managed approach to operational risk. Collectively, these findings demonstrate that operational risk management plays a crucial role in enhancing the overall financial performance of UBA Challenge Branch, Ilorin by minimizing losses, ensuring procedural clarity, and fostering a risk-aware culture.
4.4	DISCUSSION OF FINDINGS
The findings from this study provide insightful evidence on the relationship between risk management practices and the financial performance of United Bank for Africa (UBA) Plc, Challenge Branch, Ilorin. The data collected from 40 respondents reveal several important themes that align with the research objectives and questions.
Firstly, the demographic data indicate a relatively young and educated workforce at UBA Challenge Branch, Ilorin, with the majority of respondents aged between 26 and 45 years and holding at least a Bachelor’s degree. This suggests that the bank’s staff possess the educational background and experience necessary to understand and implement effective risk management practices.
The analysis of risk management components reveals that credit risk management is perceived as a critical factor influencing the bank’s profitability. A significant majority of respondents agreed that effective credit risk policies, regular borrower assessments, and the reduction of non-performing loans contribute positively to profitability. This confirms the central role of credit risk management in safeguarding asset quality and enhancing earnings, which is consistent with established banking risk management theories.
Liquidity risk management also emerged as a vital contributor to the bank’s financial stability. The majority of respondents acknowledged that maintaining adequate liquid assets and ensuring the ability to meet short-term obligations are essential for sustaining the bank’s operations, especially during periods of economic uncertainty. This finding underscores the importance of liquidity management in protecting the bank against solvency risks and maintaining depositor confidence.
Market risk management practices at UBA Challenge Branch, Ilorin were reported to help maintain consistent earnings and protect the bank from losses due to interest rate and currency fluctuations. The use of stress testing and scenario analysis was recognized as a proactive approach to identifying potential vulnerabilities, thereby supporting the bank’s return on equity. This aligns with the broader understanding that managing market risk is crucial for financial institutions operating in volatile economic environments.
Operational risk management was highlighted as a key element in minimizing losses from system failures, human errors, and other operational disruptions. Respondents indicated that clear policies and procedures, combined with effective communication of the bank’s risk appetite, contribute to reducing unexpected losses and improving overall financial performance. This finding emphasizes the role of operational risk controls in enhancing organizational resilience and efficiency.
Furthermore, the study found that the bank’s management actively monitors risk management systems and that risk governance structures support timely decision-making. However, some respondents expressed neutrality or disagreement regarding the consistency of training and capacity building on risk management, suggesting areas for improvement in staff development and risk culture reinforcement.
Overall, the findings demonstrate a strong positive relationship between comprehensive risk management practices and the financial performance of UBA Challenge Branch, Ilorin. Effective management of credit, liquidity, market, and operational risks collectively enhances profitability, financial stability, and shareholder value. Nonetheless, the presence of neutral and dissenting views on certain aspects indicates opportunities for the bank to strengthen its risk management framework, particularly in training, communication, and continuous monitoring.
In conclusion, this study validates the critical role of integrated risk management in fostering sustainable financial performance in Nigerian Deposit Money Banks. It recommends that UBA Challenge Branch, Ilorin continue to invest in robust risk management systems, staff training, and governance mechanisms to maintain its competitive edge and resilience in an increasingly complex banking environment.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	Summary
This study has been systematically developed over five chapters to explore the effects of risk management on the financial performance of United Bank for Africa (UBA) Plc, Challenge Branch, Ilorin.
Chapter One laid the foundation by introducing the research problem, objectives, significance, scope, and research questions. It highlighted the critical importance of risk management in banking, especially in the Nigerian context, where financial institutions face diverse risks that can significantly impact profitability and stability. The chapter also outlined the rationale for focusing on UBA Challenge Branch, Ilorin as a case study.
Chapter Two provided a comprehensive review of relevant literature, establishing the conceptual and theoretical frameworks that underpin the study. It examined key risk management components—credit risk, liquidity risk, market risk, and operational risk—and their relationship with financial performance indicators such as profitability, liquidity, and capital adequacy. The chapter also discussed relevant theories including Modern Portfolio Theory and Agency Theory to provide a solid academic foundation for the research.
Chapter Three detailed the research methodology, describing the research design, population, sample size, sampling procedure, data collection instruments, and methods of data analysis. It justified the use of a descriptive research design and structured questionnaires to gather quantitative data from 40 respondents drawn purposively from UBA Challenge Branch, Ilorin staff and relevant stakeholders. The chapter also explained the validation and reliability measures employed to ensure data quality.
Chapter Four presented the data collected and provided an in-depth analysis of the findings. The chapter included detailed tables showing frequencies and percentages of responses to each questionnaire item, followed by comprehensive interpretations. The analysis revealed that effective risk management practices at UBA Challenge Branch, Ilorin positively influence financial performance, with credit risk management, liquidity risk management, market risk management, and operational risk management each playing significant roles. The chapter also addressed the research questions by linking empirical data to the study’s objectives.
5.2	Conclusion
In conclusion, this study has demonstrated that robust risk management is indispensable for enhancing the financial performance of Deposit Money Banks in Nigeria, as evidenced by the case of UBA Plc, Challenge Branch, Ilorin. The findings affirm that effective credit risk management reduces non-performing loans and safeguards profitability by ensuring rigorous borrower assessments and regular policy updates. Similarly, liquidity risk management is crucial in maintaining the bank’s ability to meet short-term obligations, thereby preserving financial stability and depositor confidence.
Market risk management, through proactive stress testing and hedging strategies, protects the bank from adverse market fluctuations, contributing to consistent earnings and improved return on equity. Operational risk management, supported by clear policies and communication of risk appetite, minimizes unexpected losses from internal failures and enhances overall operational efficiency.
The study further concludes that while UBA Challenge Branch, Ilorin has established strong risk governance structures and monitoring mechanisms, there remain areas for improvement, particularly in staff training and capacity building to foster a deeper risk-aware culture. The presence of neutral and dissenting views among respondents suggests that continuous efforts are needed to enhance risk communication and ensure that all employees fully understand and embrace the bank’s risk management framework.
Ultimately, this research underscores the strategic importance of integrating comprehensive risk management into the core operations of banks to achieve sustainable financial growth and resilience. The ability of banks to balance risk-taking and risk control not only protects their capital base but also strengthens stakeholder confidence and supports regulatory compliance in a challenging economic environment.
5.3	Recommendations
Based on the findings and conclusions drawn, the following recommendations are proposed to enhance risk management practices and financial performance at UBA Challenge Branch, Ilorin and similar banking institutions:
· Strengthen Staff Training and Capacity Building: Continuous and targeted training programs should be implemented to deepen employees’ understanding of risk management principles and practices. This will foster a proactive risk culture and improve the effectiveness of risk controls.
· Enhance Risk Communication: The bank should improve internal communication channels to ensure that risk appetite, policies, and procedures are clearly articulated and understood at all organizational levels, promoting consistency in risk management practices.
· Regular Review and Update of Risk Policies: To remain responsive to changing market conditions and regulatory requirements, risk management policies, especially those related to credit and liquidity, should be reviewed and updated regularly.
· Invest in Advanced Risk Analytics: Adoption of sophisticated risk measurement tools such as enhanced stress testing, scenario analysis, and real-time risk monitoring systems will improve the bank’s ability to anticipate and mitigate emerging risks.
· Strengthen Governance and Oversight: The board and senior management should maintain active oversight of risk management frameworks, ensuring accountability and alignment with strategic objectives.
· Promote a Balanced Risk-Return Approach: The bank should continue to balance risk-taking with prudent risk controls, avoiding excessive risk aversion that could limit profitability while safeguarding capital adequacy.
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APPENDIX
QUESTIONNAIRE
Section A: Demographic Information
1. Age: _______
2. Gender: Male ( ) Female ( ) Other ( )
3. Educational Qualification: Diploma ( ) Bachelor’s Degree ( ) Master’s Degree ( ) Others (Please specify) __________
4. Position/Role in UBA Challenge Branch, Ilorin: __________
5. Years of Experience in Banking: Less than 1 year ( ) 1-3 years ( ) 4-6 years ( ) Above 6 years ( )
Section B: Research Questions
	No.
	Statement
	Strongly Agree ( )
	Agree ( )
	Neutral ( )
	Disagree ( )
	Strongly Disagree ( )

	6
	The bank regularly conducts stress testing and scenario analysis to manage market risk.
	
	
	
	
	

	7
	Operational risk management at UBA Challenge Branch, Ilorin minimizes losses from system failures and human errors.
	
	
	
	
	

	8
	There are clear policies and procedures in place to control operational risks in the bank.
	
	
	
	
	

	9
	Effective risk management practices at UBA Challenge Branch, Ilorin have improved the bank’s profitability.
	
	
	
	
	

	10
	Risk management enhances the bank’s ability to maintain financial stability during economic uncertainties.
	
	
	
	
	

	11
	The bank’s management regularly monitors the effectiveness of risk management systems.
	
	
	
	
	

	12
	UBA Challenge Branch, Ilorin’s risk governance structure supports timely decision-making to mitigate risks.
	
	
	
	
	

	13
	The bank’s credit risk policies are reviewed and updated regularly to reflect market conditions.
	
	
	
	
	

	14
	Liquidity risk management contributes positively to the bank’s return on equity.
	
	
	
	
	

	15
	Market risk management practices at UBA Challenge Branch, Ilorin help maintain consistent earnings.
	
	
	
	
	

	16
	Operational risk controls reduce unexpected financial losses and improve overall performance.
	
	
	
	
	

	17
	The bank’s risk appetite is clearly communicated and understood by all employees.
	
	
	
	
	

	18
	Training and capacity building on risk management are regularly provided to staff at UBA Challenge Branch, Ilorin.
	
	
	
	
	

	19
	Risk management practices have helped UBA Challenge Branch, Ilorin comply with regulatory requirements effectively.
	
	
	
	
	

	20
	Overall, risk management at UBA Challenge Branch, Ilorin plays a critical role in enhancing shareholder value.
	
	
	
	
	

	21
	Credit risk management practices at UBA Challenge Branch, Ilorin help reduce the level of non-performing loans.
	
	
	
	
	

	22
	The bank effectively assesses borrowers’ creditworthiness before granting loans.
	
	
	
	
	

	23
	Liquidity risk management ensures that the bank can meet its short-term financial obligations promptly.
	
	
	
	
	

	24
	UBA Challenge Branch, Ilorin maintains adequate liquid assets to avoid liquidity crises.
	
	
	
	
	

	25
	Market risk management strategies protect the bank from losses due to interest rate and currency changes.
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