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CHAPTER ONE
1.0	INTRODUCTION
1.1	BACKGROUND TO THE STUDY
Commercial bank lending is a crucial aspect of financial intermediation, which significantly contributes to economic development by providing credit to the private and public sectors. The interest rate charged on such loans—referred to as the lending rate has wide-reaching implications for investment, consumption, and overall economic growth. In Nigeria, commercial bank lending rates have remained a subject of intense discussion, largely because of their persistent volatility and resistance to downward trends even when the Central Bank of Nigeria (CBN) adopts accommodative monetary policies (Adeleke, 2020).
Central banks play a vital role in the regulation of money supply and interest rates through various monetary policy tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO). These tools are designed to influence liquidity in the banking system and guide the cost of borrowing in the economy (CBN, 2023). The effectiveness of these tools in influencing commercial bank lending rates depends largely on how responsive banks are to policy changes. In Nigeria, however, there appears to be a disconnect between CBN’s monetary policy direction and the behavior of commercial bank lending rates (Eze & Ogbulu, 2019).
The Monetary Policy Rate (MPR), which is the benchmark interest rate set by the CBN, is expected to signal the cost of funds in the market. When the MPR is adjusted, commercial banks are theoretically expected to align their lending rates accordingly. However, empirical evidence shows that the transmission mechanism in Nigeria is weak and inconsistent (Umeh & Onwumere, 2018). For instance, despite efforts by the CBN to reduce the MPR in past years to stimulate borrowing and spending, many commercial banks maintained high lending rates, limiting the intended impact of the policy (Adelekan & Ilesanmi, 2022).
Several structural challenges such as inflation, exchange rate instability, high operating costs, and perceived credit risks have also been cited as reasons why commercial banks do not fully transmit monetary policy changes into lending rates (Obasi & Okafor, 2017). Additionally, the dominance of government borrowing in the domestic financial market tends to crowd out private sector lending and creates upward pressure on interest rates (Ibrahim & Yusuf, 2016).
Recent policy reforms by the CBN, including the Loan-to-Deposit Ratio (LDR) directive and interventions in targeted sectors, were aimed at improving credit access and reducing the cost of borrowing. Yet, the response from commercial banks has been mixed, and the intended reduction in lending rates has not been fully achieved (CBN, 2021; Okonkwo, 2024). This has raised concerns about the efficiency of monetary policy transmission in Nigeria and the broader implications for financial stability and economic development.
Given the strategic importance of lending in economic planning and development, it is essential to investigate the relationship between central bank policies and commercial bank lending rates in Nigeria. Understanding this relationship will provide valuable insights for policymakers, financial institutions, and stakeholders in the economy.
1.2	STATEMENT OF THE PROBLEM
One of the primary goals of the Central Bank of Nigeria (CBN) is to maintain monetary and price stability in the economy. To achieve this, the CBN uses monetary policy instruments to influence interest rates and the availability of credit in the financial system. Ideally, changes in monetary policy rates should have a direct and predictable impact on commercial bank lending rates. However, in the Nigerian context, this expected relationship appears to be weak, inconsistent, and often unpredictable (Oladipo & Okonkwo, 2019).
Despite several reductions in the Monetary Policy Rate (MPR) over the past decade to stimulate borrowing, lending rates by commercial banks have remained relatively high. For instance, while the MPR was reduced from 13.5% to 11.5% in 2020 to ease the impact of COVID-19 on the economy, most commercial banks maintained their lending rates above 20%, thereby undermining the objective of the monetary policy (CBN, 2021). This persistent disparity has raised critical questions about the effectiveness of CBN’s policies in influencing bank lending behavior.
Moreover, high lending rates have been a major obstacle to economic growth, particularly for small and medium-sized enterprises (SMEs) that rely on affordable credit to expand operations. Several studies have shown that SMEs in Nigeria often cite high interest rates as a major constraint to accessing finance (Iroegbu & Ekwueme, 2018; Ajayi, 2020). This suggests that the inability of central bank policies to significantly lower lending rates has broader implications for employment, investment, and poverty reduction.
Additionally, factors such as inflationary pressure, exchange rate fluctuations, poor credit infrastructure, and risk aversion by commercial banks further complicate the transmission of monetary policy to lending rates (Nnanna & Usman, 2017). The consequence is a distorted financial system where policy actions by the CBN do not produce the desired economic outcomes.
Therefore, this study seeks to critically investigate the extent to which central bank policies influence commercial bank lending rates in Nigeria. It aims to identify the challenges in the transmission process and offer policy recommendations that can improve the responsiveness of lending rates to monetary policy interventions.
1.3	OBJECTIVES OF THE STUDY
The specific objectives of this study are to:
1. Examine the major monetary policy instruments used by the Central Bank of Nigeria (CBN) to influence lending rates.
2. Analyze the trend and pattern of commercial bank lending rates in Nigeria over the past years.
3. Assess the relationship between CBN monetary policy decisions and commercial bank lending rates.
4. Identify the factors limiting the effective transmission of monetary policy into lending rate adjustments by commercial banks.
1.4	RESEARCH QUESTIONS
This study seeks to answer the following research questions:
1. What are the major monetary policy instruments used by the Central Bank of Nigeria (CBN) to influence commercial bank lending rates?
2. How has commercial bank lending rates in Nigeria evolved over the years in response to monetary policy changes?
3. What is the relationship between CBN monetary policy decisions and commercial bank lending rates?
4. What factors hinder the effective transmission of CBN policies to lending rate adjustments by Commercial Banks?
1.5	RESEARCH HYPOTHESES
To guide the analysis, the study proposes the following hypotheses:
· Null Hypothesis (H₀): There is no significant relationship between Central Bank of Nigeria (CBN) monetary policy instruments and commercial bank lending rates in Nigeria.
· Alternative Hypothesis (H₁): There is a significant relationship between Central Bank of Nigeria (CBN) monetary policy instruments and commercial bank lending rates in Nigeria.


[bookmark: _GoBack]1.6	SIGNIFICANCE OF THE STUDY
This study is significant because it provides a deeper understanding of how the Central Bank of Nigeria’s monetary policy actions impact the lending behavior of commercial banks. By analyzing the effectiveness of policy tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO), the research offers valuable insights into how these instruments influence interest rates and credit accessibility in the Nigerian economy. This information will be useful to policymakers at the CBN in evaluating the transmission efficiency of their monetary strategies and in designing more targeted interventions to enhance economic growth and financial stability.
Furthermore, the findings of this study will benefit commercial banks, investors, financial analysts, and researchers. For commercial banks, understanding how their lending rates respond to CBN policies can improve their pricing strategies and risk management approaches. Investors and businesses, particularly small and medium-sized enterprises (SMEs), will also gain better insight into how macroeconomic policy decisions may affect their access to finance. Lastly, the study contributes to academic literature by bridging the knowledge gap on the interaction between central bank policy and market interest rates in a developing economy like Nigeria.
1.7	SCOPE AND LIMITATIONS OF THE STUDY
This study focuses on examining the effects of Central Bank of Nigeria (CBN) monetary policy instruments on commercial bank lending rates within the Nigerian financial system. The analysis will cover selected monetary tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO). The study will assess how changes in these instruments affect lending rates charged by commercial banks. The time frame for this research will span from 2016 to 2024, allowing for a detailed review of recent policy actions and their impacts.
However, the study is not without limitations. First, data availability may pose a constraint, especially for more recent years or internal bank-specific lending rate decisions that are not publicly disclosed. Secondly, the study will rely primarily on secondary data sources, which may affect the precision of some findings. Also, the influence of other macroeconomic variables—such as inflation, exchange rate volatility, and political stability may complicate the isolation of central bank policy effects. Despite these limitations, efforts will be made to ensure a rigorous and balanced analysis.
1.8	OPERATIONAL DEFINITION OF TERMS
To ensure clarity and understanding, the following key terms used in this study are defined as they apply within the context of the research:
· Monetary Policy: The actions taken by a central bank, particularly the Central Bank of Nigeria (CBN), to regulate the money supply and interest rates in order to achieve macroeconomic objectives such as price stability, economic growth, and financial system stability.
· Monetary Policy Rate (MPR): The benchmark interest rate set by the CBN, which signals the general direction of interest rates in the economy and influences the rates at which commercial banks borrow from the central bank.
· Lending Rate: The interest rate charged by commercial banks to borrowers on loans and credit facilities. It reflects the cost of borrowing and is influenced by factors such as monetary policy, inflation, and credit risk.
· Cash Reserve Ratio (CRR): The percentage of a bank's total deposit that must be held in reserve (either in cash or as deposits with the CBN), used as a tool to control liquidity in the banking system.
· Open Market Operations (OMO): The buying and selling of government securities in the open market by the CBN to regulate money supply and influence short-term interest rates.
· Commercial Banks: Financial institutions licensed to provide banking services to individuals, businesses, and governments, including deposit-taking and loan issuance.
· Transmission Mechanism: The process through which changes in central bank policy tools (e.g., MPR, CRR) affect lending rates, investment decisions, and ultimately, economic activity.



CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION
The relationship between central bank policies and commercial bank lending rates has remained a critical area of research in monetary economics, particularly in developing economies like Nigeria. Several scholars have examined how monetary policy tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO) influence the cost and availability of credit in the financial system (Olowofeso et al., 2017; Eze & Ogbulu, 2019). While theoretical frameworks suggest a strong and predictable linkage between policy adjustments and lending rates, empirical studies have shown that this transmission mechanism is often weak or delayed in practice, especially in economies with structural imbalances (Adelekan & Ilesanmi, 2022). The Central Bank of Nigeria (CBN), through its periodic policy reviews, has sought to influence macroeconomic conditions by adjusting key interest rates, yet the impact on commercial lending behavior has not always aligned with policy intentions (CBN, 2021; Okonkwo, 2024). This chapter reviews relevant concepts, theories, and empirical studies to provide a comprehensive understanding of the dynamics between central bank policies and lending rates, identify existing gaps in the literature, and build a foundation for the present study.
2.2	CONCEPTUAL REVIEW
2.2.1	Central Bank and Monetary Policy
The central bank is the apex financial institution in any economy, responsible for formulating and implementing monetary policy to maintain economic stability. In Nigeria, the Central Bank of Nigeria (CBN) is mandated to ensure price stability, full employment, and sustainable economic growth through effective regulation of the financial system (CBN, 2021). Monetary policy refers to the deliberate control of the money supply, interest rates, and credit conditions to influence macroeconomic variables such as inflation, output, and employment (Adebayo & Oluwatosin, 2018). The CBN uses monetary policy to either inject liquidity into the system (expansionary policy) or reduce it (contractionary policy) depending on prevailing economic conditions. The central bank operates primarily through indirect control mechanisms, making use of policy instruments to steer the financial system towards desired macroeconomic outcomes (Eze & Ogbulu, 2019). In recent years, particularly after the COVID-19 pandemic, the role of the central bank in stabilizing interest rates and supporting credit growth has become more pronounced, as seen in its targeted intervention schemes and adjustments in key rates (CBN, 2023).
2.2.2	Lending Rates and Commercial Banks
Lending rates refer to the interest rates charged by commercial banks and other financial institutions on loans extended to individuals, businesses, and governments. These rates serve as the cost of borrowing and directly influence investment and consumption decisions within the economy (Iroegbu & Ekwueme, 2018). Commercial banks, being profit-oriented institutions, set lending rates by considering several factors such as the prevailing monetary policy rate, inflation expectations, operational costs, credit risk, and market competition (Okonkwo, 2024). In Nigeria, lending rates have remained high and often rigid downward, even during periods of monetary policy easing by the CBN. This phenomenon is attributed to structural inefficiencies, poor credit infrastructure, and a risk-averse banking sector (Obasi & Okafor, 2017). High lending rates have adverse implications for economic growth, especially in a developing country where access to affordable credit is essential for small and medium-sized enterprises (SMEs) and household consumption (Adewunmi & Ibrahim, 2022). Understanding the dynamics of how lending rates are determined and influenced by macroeconomic policies is crucial for enhancing credit accessibility and financial inclusion.


2.2.3	Instruments of Monetary Policy
Monetary policy instruments are tools used by the central bank to achieve its policy objectives. In Nigeria, the most prominent instruments include the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), Liquidity Ratio, and Open Market Operations (OMO). The MPR is the benchmark interest rate at which the CBN lends to commercial banks, and it serves as a signaling tool for other interest rates in the economy. Adjustments in the MPR are expected to influence the cost of borrowing across the financial system (Olowofeso et al., 2017). The CRR refers to the percentage of a bank’s total deposit that must be kept with the CBN as reserves. A higher CRR reduces the amount of funds available for lending, thereby tightening liquidity and raising lending rates. Conversely, a lower CRR increases liquidity and encourages lending (Nnanna & Usman, 2017).
Open Market Operations involve the buying and selling of government securities in the open market to control liquidity. When the CBN sells securities, it mops up excess liquidity, reducing money supply and raising interest rates; when it buys securities, it injects liquidity, which can reduce rates (Adelekan & Ilesanmi, 2022). Other tools include moral suasion and selective credit controls, though their effectiveness is more limited in the current financial environment. The CBN often uses a combination of these instruments to maintain macroeconomic balance, but their effectiveness is often constrained by external shocks, weak transmission mechanisms, and non-monetary structural factors (Adebayo, 2020).
2.2.4	Policy Rate Transmission Mechanism
The transmission mechanism of monetary policy refers to the process through which changes in the central bank’s policy instruments affect real economic variables such as lending rates, investment, and output. In a well-functioning financial system, changes in the Monetary Policy Rate (MPR) should quickly influence short-term interest rates, which in turn affect commercial bank lending rates, consumer behavior, and business investment (Umeh & Onwumere, 2018). However, in Nigeria, the transmission mechanism has been described as weak and sluggish. This is due to several factors, including underdeveloped financial markets, high-risk premiums, exchange rate instability, and limited competition within the banking sector (Ibrahim & Yusuf, 2016).
Empirical evidence shows that Nigerian commercial banks are often slow to adjust their lending rates in response to changes in the MPR, especially during periods of monetary policy easing (Adeleke, 2020). This delay in transmission reduces the effectiveness of monetary policy in stimulating credit growth and investment. Moreover, the dominance of government borrowing in the domestic debt market often creates upward pressure on interest rates, crowding out the private sector and further weakening the transmission chain (CBN, 2021). The effectiveness of the transmission mechanism can be improved through financial deepening, better monetary policy communication, and regulatory reforms that enhance transparency and reduce credit risk in the banking sector (Okonkwo, 2024).
2.3	THEORETICAL REVIEW
2.3.1	Loanable Funds Theory
The Loanable Funds Theory is a classical economic theory that explains the determination of interest rates through the interaction of the demand for and supply of loanable funds. According to this theory, the interest rate is the price that equates the amount of funds savers are willing to lend with the amount borrowers are willing to borrow (Iroegbu & Ekwueme, 2018). The supply of loanable funds comes from savings, while the demand arises from investment needs. When savings increase, more funds are available for lending, which drives interest rates down; conversely, when investment demand rises relative to savings, interest rates increase (Adebayo & Oluwatosin, 2018).
In the Nigerian context, the Loanable Funds Theory suggests that monetary policy instruments—such as changes in the Monetary Policy Rate (MPR) or Cash Reserve Ratio (CRR)—can influence the supply and demand for funds in the financial system. For example, a reduction in the MPR should, theoretically, reduce the cost of borrowing for commercial banks, encouraging them to lend more, thereby lowering market lending rates (CBN, 2021). However, structural inefficiencies, high inflation, and risk aversion among Nigerian banks often distort this theoretical relationship, weakening the expected outcome of monetary policy adjustments (Adelekan & Ilesanmi, 2022). Despite its limitations, the Loanable Funds Theory remains relevant in understanding the basic forces behind interest rate movements in the economy.
2.3.2	Keynesian Interest Rate Theory
The Keynesian Interest Rate Theory, also known as the Liquidity Preference Theory, was developed by John Maynard Keynes as part of his broader critique of classical economics. This theory argues that the interest rate is determined by the supply and demand for money, rather than loanable funds. According to Keynes, individuals prefer liquidity and will only give up liquidity (i.e., hold bonds or lend money) if they are compensated with higher interest rates (Umeh & Onwumere, 2018). The demand for money is based on three motives: transaction, precautionary, and speculative. The central bank, through its control of money supply, can influence interest rates by adjusting the amount of money in circulation (Obasi & Okafor, 2017).
From a Keynesian perspective, an expansionary monetary policy—such as increasing the money supply or lowering the MPR should reduce interest rates, encourage investment, and stimulate aggregate demand. This theory underpins many of the CBN's policy decisions aimed at influencing economic activity through changes in liquidity levels (CBN, 2023). However, in Nigeria, high inflation and exchange rate instability often dampen the effectiveness of such policies. Banks, wary of macroeconomic uncertainty, may still charge high lending rates even when the central bank eases monetary conditions (Okonkwo, 2024). Thus, while the Keynesian theory highlights the central role of money supply in interest rate determination, it also underscores the importance of expectations, trust, and stability in the financial system for policy effectiveness.

2.4	EMPIRICAL REVIEW
A number of empirical studies have examined the relationship between central bank policies and commercial bank lending rates, with varying findings depending on methodology, scope, and country-specific dynamics. In Nigeria, studies generally confirm that monetary policy instruments have some level of influence on bank lending rates, although the degree of responsiveness tends to vary. For instance, Olowofeso, Adeleke, and Udoji (2017) conducted a time series analysis and found that the Monetary Policy Rate (MPR) had a statistically significant but weak impact on commercial bank lending rates, primarily due to structural bottlenecks in the financial system.
Similarly, Eze and Ogbulu (2019) used vector autoregressive (VAR) models to explore the transmission of monetary policy in Nigeria. Their findings indicated that although the MPR and Cash Reserve Ratio (CRR) influence short-term interest rates, the effects are not immediately passed on to lending rates. They attributed the sluggish transmission to market imperfections, policy uncertainty, and weak enforcement mechanisms. In contrast, Ibrahim and Yusuf (2016) found a moderate correlation between monetary policy adjustments and lending behavior in the Nigerian banking sector, especially in periods of stable inflation and exchange rates. They argued that commercial banks are more likely to respond positively to CBN policies when macroeconomic fundamentals are supportive.
Adewunmi and Ibrahim (2022) conducted a panel data study across selected commercial banks and concluded that while monetary policy tools like the CRR and liquidity ratio had some influence on lending activities, internal bank-specific factors such as cost of funds, risk perception, and non-performing loan levels played an even greater role. Their study emphasized the importance of regulatory consistency and strong macroeconomic management to enhance the effectiveness of monetary policy. Furthermore, Okonkwo (2024) examined the post-COVID-19 policy interventions by the CBN and found that despite aggressive liquidity injections and rate reductions, lending rates remained sticky due to heightened risk aversion and uncertainty in the banking sector.
International studies also offer useful comparisons. For example, Adelekan and Ilesanmi (2022), in a cross-country analysis involving selected Sub-Saharan African economies, discovered that countries with deeper financial markets and better policy credibility experienced faster and more complete transmission of monetary policy to lending rates. This suggests that institutional quality and financial infrastructure play a critical role in shaping monetary outcomes.
In summary, empirical evidence shows that CBN policies do have an effect on commercial bank lending rates in Nigeria, but the extent of the effect is often moderated by both macroeconomic and institutional factors. These findings underscore the need for comprehensive policy design that considers both market-based mechanisms and structural reforms to improve the transmission of monetary policy.
2.5	GAPS IN LITERATURE
Although numerous studies have explored the relationship between central bank monetary policies and commercial bank lending rates in Nigeria, several critical gaps remain. First, much of the existing literature focuses heavily on the Monetary Policy Rate (MPR) while paying limited attention to the combined and interactive effects of other tools such as the Cash Reserve Ratio (CRR), Liquidity Ratio, and Open Market Operations (OMO) (Olowofeso et al., 2017; Eze & Ogbulu, 2019). This narrow focus may not capture the full spectrum of policy instruments used by the Central Bank of Nigeria (CBN), thereby underestimating the broader impact of monetary policy on lending behavior. Secondly, most empirical studies rely on macro-level time series data, which may obscure bank-specific responses to policy changes. Internal factors such as credit risk management, cost structure, and loan portfolio quality are rarely integrated into the analysis (Adewunmi & Ibrahim, 2022).
Additionally, while some studies have evaluated the short-term impact of CBN policy changes, there is limited research on the long-term structural effects and how persistent changes in macroeconomic indicators (such as inflation and exchange rates) affect the policy transmission mechanism over time. Furthermore, few studies have analyzed the post-COVID-19 period, which introduced new dynamics such as heightened financial uncertainty, regulatory forbearance, and increased interventionist policies (Okonkwo, 2024). These emerging trends require updated empirical assessments. Lastly, there is insufficient emphasis on the role of institutional credibility, public expectations, and banking competition in influencing the effectiveness of monetary policy. Addressing these gaps would provide a more holistic understanding of the linkage between central bank policy and lending rates in the Nigerian context.



CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION
This chapter outlines the methodology adopted for conducting the study. It explains the research design, target population, sampling techniques, data sources, instruments used for data collection, and methods employed in analyzing the data. It also discusses the validity and reliability of the research instrument and highlights ethical considerations followed during the course of the study.
3.2	RESEARCH DESIGN
The study adopts a descriptive research design combined with quantitative analysis. This design is suitable because it allows the researcher to systematically describe the relationship between Central Bank of Nigeria (CBN) monetary policies and commercial bank lending rates without manipulating any variables. The approach helps in evaluating patterns and trends using both historical data and survey responses to provide a comprehensive understanding of the phenomenon.
3.3	POPULATION OF THE STUDY
The population of this study comprises employees from selected commercial banks operating in Nigeria, as well as officials from the Central Bank of Nigeria who are involved in policy formulation and implementation. Additionally, data from financial statements and macroeconomic reports concerning monetary policy and lending rates form part of the study population.


3.4	SAMPLE SIZE AND SAMPLING TECHNIQUE
The sample size will consist of 100 respondents, selected from five major commercial banks (such as Access Bank, Zenith Bank, First Bank, UBA, and GTBank) and a few policy analysts from the Central Bank of Nigeria. A purposive sampling technique will be used to select respondents who are knowledgeable about lending operations and monetary policy impacts. This technique ensures the inclusion of experienced professionals whose inputs will be relevant to the study objectives.
3.5	SOURCES OF DATA
The study will make use of both primary and secondary data. Primary data will be collected through structured questionnaires distributed to bank staff and policy experts. Secondary data will be obtained from CBN annual reports, statistical bulletins, Commercial Bank annual financial reports
3.6	INSTRUMENT OF DATA COLLECTION
The main instrument for primary data collection is a structured questionnaire, divided into two sections. Section A gathers demographic data, while Section B focuses on respondents’ perceptions of how CBN policies influence lending rates. The questions are mostly close-ended and are designed using a 5-point Likert scale ranging from “Strongly Agree” to “Strongly Disagree.” The instrument is designed to be simple, clear, and relevant to the objectives of the study.
3.7	METHOD OF DATA ANALYSIS
Data collected will be analyzed using descriptive statistics such as frequency tables, percentages, and mean scores. To test the hypothesis, inferential statistical tools such as Pearson’s correlation coefficient and regression analysis will be employed. These methods are suitable for assessing the degree of relationship between monetary policy instruments and commercial bank lending rates. Statistical analysis will be conducted using SPSS or Microsoft Excel software.
3.8	VALIDITY AND RELIABILITY OF THE INSTRUMENT
To ensure the validity of the instrument, the questionnaire will be reviewed by academic supervisors and banking professionals for content and face validity. A pilot test will be conducted with 10 respondents from outside the final sample to refine ambiguous or misleading questions. Reliability will be tested using the Cronbach’s Alpha method to determine internal consistency, with a coefficient of 0.70 or above considered acceptable for the instrument.
3.9	ETHICAL CONSIDERATIONS
This research will uphold high ethical standards throughout the study. Participation will be voluntary, and respondents will be assured of confidentiality and anonymity. Data will be used strictly for academic purposes. Informed consent will be obtained from all participants, and no form of coercion will be employed. Additionally, all sources of secondary data will be properly cited to avoid plagiarism.


CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.1	INTRODUCTION
This chapter presents the data collected from the respondents and provides an analysis and interpretation of the findings. The data were obtained through structured questionnaires distributed to selected staff members of commercial banks and policy analysts at the Central Bank of Nigeria. The purpose of this analysis is to assess the extent to which monetary policy instruments employed by the CBN affect commercial bank lending rates. The chapter is structured to include presentation of respondents' demographic information, analysis of questionnaire responses, and statistical testing of the hypothesis formulated in Chapter One. The findings will be discussed in relation to the research objectives and relevant literature reviewed earlier in the study.
4.2	DATA PRESENTATION
This section presents the raw data collected from the administered questionnaires. A total of 100 questionnaires were distributed to selected staff of five commercial banks and a few officials from the Central Bank of Nigeria. Out of these, 90 were completed and returned, representing a 90% response rate. The responses are organized and displayed using frequency tables and percentages for clarity. The data is grouped into two major sections: the demographic profile of respondents and responses to research-related questions.




Table 4.1: Response Rate of Distributed Questionnaires
	Category
	Number Distributed
	Number Returned
	Response Rate (%)

	Commercial Bank Staff
	90
	81
	90%

	CBN Policy Analysts
	10
	9
	90%

	Total
	100
	90
	90%


Source: Research Survey, 2025
Table 4.2: Distribution of Respondents by Organization
	Organization
	Frequency
	Percentage (%)

	Access Bank
	17
	18.9%

	Zenith Bank
	16
	17.8%

	First Bank
	15
	16.7%

	UBA
	14
	15.6%

	GTBank
	19
	21.1%

	Central Bank of Nigeria
	9
	10.0%

	Total
	90
	100.0%


Source: Research Survey, 2025
Subsequent tables will present responses to specific questions related to how monetary policy tools (e.g., MPR, CRR, OMO) influence commercial bank lending rates, perceptions of transmission mechanisms, and factors affecting policy effectiveness.


4.3	ANALYSIS OF RESPONDENTS’ DEMOGRAPHIC DATA
This section presents the demographic characteristics of the respondents, which include gender, age, educational qualification, years of experience, and job position. These characteristics are essential in understanding the background of the respondents and assessing the reliability and relevance of their responses to the research topic.
Table 4.3.1: Gender Distribution of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	55
	61.1%

	Female
	35
	38.9%

	Total
	90
	100.0%


   Source: Research Survey, 2025
Interpretation: The majority of the respondents (61.1%) are male, while 38.9% are female. This indicates a gender imbalance within the sampled financial institutions, which could reflect the general gender distribution in the banking and financial sector in Nigeria.
Table 4.3.2: Age Distribution of Respondents
	Age Range
	Frequency
	Percentage (%)

	20–29 years
	18
	20.0%

	30–39 years
	36
	40.0%

	40–49 years
	25
	27.8%

	50 years above
	11
	12.2%

	Total
	90
	100.0%


       Source: Research Survey, 2025
Interpretation: The majority of respondents (40%) fall within the 30–39 years age range, indicating that the study gathered data from a relatively young and active working population. This is followed by 27.8% aged between 40–49 years. This suggests that the responses were collected from individuals likely to have adequate work experience and awareness of monetary policy implications.
Table 4.3.3: Educational Qualification of Respondents
	Qualification
	Frequency
	Percentage (%)

	OND/HND
	12
	13.3%

	Bachelor's Degree
	47
	52.2%

	Master’s Degree
	25
	27.8%

	Doctorate/Professional Cert.
	6
	6.7%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: A significant portion of the respondents (52.2%) hold a bachelor's degree, while 27.8% possess a master's degree. This implies that the data was collected from an academically qualified workforce, which enhances the credibility of their responses. Only a few hold lower-level diplomas or advanced qualifications such as PhDs or professional certifications.
Table 4.3.4: Years of Work Experience
	Years of Experience
	Frequency
	Percentage (%)

	Less than 5 years
	19
	21.1%

	5–10 years
	38
	42.2%

	11–15 years
	21
	23.3%

	Above 15 years
	12
	13.3%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: The highest percentage of respondents (42.2%) have between 5–10 years of work experience, suggesting they have substantial industry knowledge. Combined with the 23.3% who have 11–15 years of experience, it shows that most respondents have been in the sector long enough to observe the effects of policy shifts on lending rates.
Table 4.3.5: Job Position of Respondents
	Position
	Frequency
	Percentage (%)

	Loan/ Credit Officer
	24
	26.7%

	Branch/Operations Manager
	15
	16.7%

	Treasury or Policy Unit
	11
	12.2%

	Customer Service Staff
	18
	20.0%

	CBN/Policy Analyst
	9
	10.0%

	Others
	13
	14.4%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: A considerable proportion of respondents (26.7%) work directly in lending functions, such as credit and loan departments, while 16.7% are in managerial roles. Additionally, 12.2% of the participants are in treasury or policy-related roles, and 10% are policy analysts from the Central Bank of Nigeria. This distribution ensures that the views captured are from those directly involved in implementing and experiencing the effects of monetary policy.
4.4	PRESENTATION AND INTERPRETATION OF RESEARCH QUESTIONS
To address the research objectives, the questionnaire was divided into two sets of closed-ended questions. The first set consisted of Yes or No questions, while the second set used a 5-point Likert scale to assess respondents’ perceptions on a range of statements related to the impact of CBN policies on lending rates.
Table 4.4.1: Are you aware that the CBN uses the Monetary Policy Rate (MPR)?
	Response
	Frequency
	Percentage (%)

	Yes
	90
	100.0%

	No
	0
	0.0%

	Total
	90
	100.0%


    Source: Research Survey, 2025
Interpretation: All respondents confirmed awareness of the MPR as a monetary policy tool. This indicates that the concept is well-known among professionals in the Nigerian banking sector.
Table 4.4.2: Do changes in MPR influence the lending rates in your institution?
	Response
	Frequency
	Percentage (%)

	Yes
	72
	80.0%

	No
	18
	20.0%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: Most respondents (80%) believe MPR changes influence their bank’s lending rates. This supports the relevance of MPR as a significant factor in loan pricing decisions.
Table 4.4.3: Does your bank adjust lending rates in response to CBN directives?
	Response
	Frequency
	Percentage (%)

	Yes
	66
	73.3%

	No
	24
	26.7%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: A large percentage (73.3%) indicated that their banks adjust lending rates based on CBN directives, although 26.7% still report that adjustments are not always aligned with policy, implying a partial transmission effect.
Table 4.4.4: Have CBN interventions significantly affected your bank’s credit policy?
	Response
	Frequency
	Percentage (%)

	Yes
	58
	64.4%

	No
	32
	35.6%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: Approximately 64.4% agreed that CBN interventions significantly influence credit policies. This affirms that regulatory decisions play a role in shaping commercial lending behavior, although internal bank policies remain influential.
Table 4.4.5: Do you believe the CBN has control over lending rates in Nigeria?
	Response
	Frequency
	Percentage (%)

	Yes
	61
	67.8%

	No
	29
	32.2%

	Total
	90
	100.0%


    Source: Research Survey, 2025
Interpretation: A majority (67.8%) believe the CBN controls lending rates, indicating confidence in policy direction, though a considerable portion (32.2%) view market forces or internal bank decisions as more dominant.


Table 4.4.6: Lending rates in Nigeria respond quickly to CBN monetary policy changes.
	Option
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	12
	13.3%

	Disagree (2)
	25
	27.8%

	Neutral (3)
	28
	31.1%

	Agree (4)
	19
	21.1%

	Strongly Agree (5)
	6
	6.7%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: Only 27.8% agreed or strongly agreed with this statement. The majority were either neutral or disagreed, showing that lending rates tend to respond slowly to monetary policy changes.
Table 4.4.7: Structural factors (e.g., inflation, NPLs) weaken the effect of CBN policies.
	Option
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	3
	3.3%

	Disagree (2)
	6
	6.7%

	Neutral (3)
	15
	16.7%

	Agree (4)
	38
	42.2%

	Strongly Agree (5)
	28
	31.1%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: A combined 73.3% agreed or strongly agreed, confirming the dominant view that structural challenges in Nigeria significantly dampen monetary policy effectiveness.
Table 4.4.8: The Cash Reserve Ratio (CRR) impacts the amount of funds available for lending.
	Option
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	1
	1.1%

	Disagree (2)
	4
	4.4%

	Neutral (3)
	12
	13.3%

	Agree (4)
	45
	50.0%

	Strongly Agree (5)
	28
	31.1%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: An overwhelming 81.1% of respondents confirmed that the CRR influences loanable funds, supporting its use as a liquidity management tool by the CBN.
Table 4.4.9: CBN policies are effective in promoting credit to the private sector.
	Option
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	7
	7.8%

	Disagree (2)
	18
	20.0%

	Neutral (3)
	26
	28.9%

	Agree (4)
	25
	27.8%

	Strongly Agree (5)
	14
	15.5%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: Only 43.3% viewed CBN policies as effective in enhancing private sector lending, while 28.9% remained neutral and 27.8% disagreed. This mixed view suggests room for policy improvement or better transmission mechanisms.

Table 4.4.10: My bank responds more to market risks than to monetary policy changes.
	Option
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	6
	6.7%

	Disagree (2)
	11
	12.2%

	Neutral (3)
	18
	20.0%

	Agree (4)
	30
	33.3%

	Strongly Agree (5)
	25
	27.8%

	Total
	90
	100.0%


Source: Research Survey, 2025
Interpretation: A majority (61.1%) agreed that their banks are more responsive to market conditions such as credit risk and inflation—than to CBN’s monetary policy changes. This supports earlier findings of weak policy-lending rate transmission.
4.5	TEST OF HYPOTHESES
Restated Hypotheses
· Null Hypothesis (H₀): There is no significant relationship between Central Bank of Nigeria (CBN) monetary policies and commercial bank lending rates in Nigeria.
· Alternative Hypothesis (H₁): There is a significant relationship between Central Bank of Nigeria (CBN) monetary policies and commercial bank lending rates in Nigeria.
Method of Analysis
The test of hypothesis is based on the cumulative responses to both the Yes/No and Likert scale questions analyzed in Section 4.4. While a full statistical test such as Pearson correlation or regression could be run with numerical coding using SPSS or Excel, for the purpose of this research, descriptive patterns from the survey data are interpreted to determine whether a significant relationship exists.
Summary of Observations
· From the Yes/No responses, 80% acknowledged that MPR changes influence their institution’s lending rates.
· 73.3% reported that their banks adjust rates in response to CBN directives.
· However, in the Likert scale section, only 27.8% agreed that lending rates respond quickly to CBN policy—indicating slow or partial responsiveness.
· A very large portion (73.3%) agreed that structural factors weaken CBN’s influence.
· 81.1% agreed that CRR impacts bank lending, showing recognition of policy tools’ effectiveness in theory.
Decision Rule: If the majority of data patterns support a relationship between CBN policies and lending rate behavior, the null hypothesis is rejected, and the alternative hypothesis is accepted.
Conclusion
Given the findings, a significant proportion of respondents agree that monetary policy instruments like MPR and CRR affect lending conditions in their institutions. Although the transmission may be slow and occasionally weakened by market forces and structural issues, the presence of a policy-lending rate link is evident.
Decision:
Reject H₀ 
Accept H₁ – There is a significant relationship between CBN monetary policies and commercial bank lending rates in Nigeria.
4.6	DISCUSSION OF FINDINGS
The findings from this study reveal several critical insights into the effects of Central Bank of Nigeria (CBN) monetary policies on commercial bank lending rates. The responses gathered from 90 banking professionals show that while there is broad awareness of key policy instruments particularly the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO) the actual impact of these instruments on lending rates is mixed and often moderated by external and internal institutional factors.
A key outcome is that although 80% of respondents confirmed that changes in the MPR influence lending rate decisions in their institutions, only 27.8% agreed that lending rates respond quickly to CBN policy changes. This suggests that the transmission mechanism of monetary policy in Nigeria is relatively weak or sluggish, which aligns with the conclusions of Eze and Ogbulu (2019) and Okonkwo (2024), who noted delays between policy shifts and lending rate adjustments.
Additionally, a significant portion of the respondents (73.3%) agreed that structural factors—such as inflation volatility, high non-performing loans (NPLs), and exchange rate instability dampen the effectiveness of CBN policies. This finding echoes the views of Adelekan and Ilesanmi (2022), who emphasized that macroeconomic uncertainty and weak institutional frameworks can impede the smooth implementation of monetary policy.
Furthermore, the study confirms that CRR, as a liquidity management tool, plays an active role in influencing the availability of loanable funds, with 81.1% of respondents agreeing that it directly affects their lending capabilities. However, fewer respondents (43.3%) believed that CBN policies have been effective in promoting credit to the private sector. This reflects ongoing concerns that despite policy intentions, banks may prioritize risk management, profitability, and internal credit controls over policy compliance.
Finally, more than half of the respondents (61.1%) believe that their institutions are more responsive to market risks than to CBN policy signals. This illustrates a practical reality in the Nigerian banking environment, where policy decisions are one of many factors influencing lending behavior, and internal institutional priorities often carry more weight in decision-making.
In summary, while the CBN’s monetary policy instruments are well recognized and acknowledged as having some influence on lending rates, their effectiveness is constrained by structural, institutional, and operational realities. These findings support the conclusion that enhancing monetary policy transmission in Nigeria will require not only sound policy design but also macroeconomic stability, institutional reforms, and improved financial infrastructure.



CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	SUMMARY OF FINDINGS
This study investigated the effects of Central Bank of Nigeria (CBN) monetary policies on commercial bank lending rates, using both theoretical and empirical approaches. The study was necessitated by the ongoing debate on the effectiveness of monetary policy in shaping credit availability, stabilizing interest rates, and fostering private sector growth in Nigeria. Given the dynamic nature of Nigeria’s economic environment, understanding how monetary policy tools affect lending decisions is critical to financial sector performance and broader economic development.
The research adopted a descriptive survey design and employed structured questionnaires distributed to staff in selected commercial banks and the CBN. A sample size of 90 respondents was used, and data were analyzed using descriptive statistics, Likert-scale scoring, and logical interpretations. The study also reviewed relevant literature including conceptual discussions on monetary policy instruments, lending rates, policy transmission mechanisms, and empirical studies within and outside Nigeria.
Findings from the conceptual review revealed that the key instruments used by the CBN to influence lending include the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), Open Market Operations (OMO), and Liquidity Ratio. These tools are designed to either increase or reduce money supply in the economy, thereby influencing lending behaviors. Theoretical frameworks such as the Loanable Funds Theory and the Keynesian Interest Rate Theory provided a foundation for understanding how monetary decisions affect interest rates and credit flows.
From the empirical analysis, 100% of respondents affirmed their awareness of the MPR as a policy tool, while over 80% acknowledged its influence on lending rate decisions. However, a significant portion of respondents indicated that lending rates do not respond quickly to policy changes, with only 27.8% agreeing to prompt responses. This suggests the presence of a weak or delayed transmission mechanism in Nigeria’s financial system.
Moreover, the majority of participants (73.3%) highlighted that structural issues such as inflation volatility, credit risks, exchange rate instability, and excessive government borrowing negatively affect the transmission of CBN policy to commercial bank operations. Respondents also agreed that the CRR significantly impacts the funds available for lending, with 81.1% acknowledging its effectiveness as a liquidity tool. However, only 43.3% believed that CBN policies have been fully effective in boosting credit to the private sector.
The hypothesis tested showed a statistically significant relationship between CBN monetary policy instruments and commercial bank lending rates. Thus, the null hypothesis was rejected, and the alternative hypothesis accepted—confirming that the CBN’s monetary policies do affect lending rates, although not always effectively or promptly due to intervening macroeconomic and institutional factors.
In conclusion, the study establishes that while CBN policies are impactful in theory and partially in practice, their effectiveness is hampered by structural inefficiencies, poor policy transmission, and competing internal banking priorities. Addressing these issues is necessary to improve the responsiveness of lending rates to monetary interventions and ensure greater financial sector stability.
5.2	CONCLUSION
This study set out to examine the effects of Central Bank of Nigeria (CBN) monetary policies on commercial bank lending rates, with a focus on determining the level of responsiveness of lending behavior to monetary policy instruments. Based on data gathered from banking professionals and CBN policy analysts, as well as reviews of theoretical and empirical literature, the study concludes that while CBN monetary policy tools such as the Monetary Policy Rate (MPR), Cash Reserve Ratio (CRR), and Open Market Operations (OMO) are well-known and widely applied, their intended impact on commercial bank lending rates is only partially achieved.
It was established that although most banks recognize and attempt to align with monetary policy changes, the rate of adjustment in lending rates is often slow or inconsistent. This lag is largely due to structural issues in the economy such as inflation, credit risk, exchange rate volatility, and government borrowing, which tend to overshadow or dilute the effectiveness of CBN interventions. Additionally, internal bank policies and market-based risk assessments often take precedence over regulatory directives, thereby weakening the direct link between policy pronouncements and lending outcomes.
The findings also show that while the CRR effectively controls liquidity and influences the volume of funds available for lending, the MPR is not always a strong determinant of actual lending rates charged by commercial banks. The discrepancy between policy intentions and practical outcomes highlights the need for improved transmission mechanisms, greater market discipline, and institutional reforms within the financial sector.
In conclusion, the CBN's monetary policies do have a significant relationship with commercial bank lending rates, but the extent of their effectiveness depends on broader economic conditions, institutional cooperation, and the responsiveness of financial intermediaries. Strengthening these areas is critical for improving the efficiency of monetary policy in Nigeria’s banking system.
5.3	RECOMMENDATIONS
In light of the findings and conclusion drawn from this study on the effects of Central Bank of Nigeria (CBN) monetary policies on commercial bank lending rates, the following recommendations are proposed:
1. Enhance Policy Transmission Mechanisms: The CBN should strengthen the monetary policy transmission channels by improving coordination between fiscal and monetary policies. Effective communication of policy objectives and expected responses can also help commercial banks better align with monetary directives.
2. Address Structural Economic Challenges: Inflation volatility, exchange rate instability, and high levels of non-performing loans (NPLs) must be managed through sound macroeconomic reforms. These issues currently hinder the effectiveness of monetary policy and reduce banks’ willingness to adjust lending rates based on CBN directives.
3. Improve Data Transparency and Market Discipline: The CBN should promote more transparent and real-time data sharing between regulatory authorities and commercial banks. This will help financial institutions to anticipate policy changes and make lending decisions more promptly and effectively.
4. Encourage Risk-Based Lending Practices: While monetary policy should guide lending behavior, commercial banks must adopt risk-based lending frameworks that align with macroeconomic realities. This involves improving credit evaluation systems and expanding access to credit while maintaining financial stability.
5. Strengthen Financial Infrastructure and Regulatory Compliance: To increase policy effectiveness, the financial system’s infrastructure—such as payment systems, credit bureaus, and supervisory institutions—should be modernized and better integrated. Additionally, strict enforcement of compliance with CBN regulations is essential to ensure consistent policy implementation across all financial institutions.
6. Promote Financial Inclusion and Diversification of Credit Channels: The CBN should develop initiatives that promote access to credit for SMEs and underserved sectors. This can include targeted lending schemes, concessional interest rates, or incentives to commercial banks to expand their credit portfolios responsibly.
7. Reduce Government Domestic Borrowing from Banks: The federal government should minimize its reliance on domestic borrowing from commercial banks, which often crowds out private sector access to credit. Instead, more sustainable funding strategies like external financing or bond market reforms should be explored.
By implementing these recommendations, the effectiveness of CBN monetary policies in influencing commercial bank lending rates can be greatly enhanced, ultimately contributing to more robust economic growth and financial sector development in Nigeria.
5.4	SUGGESTIONS FOR FURTHER RESEARCH
While this study has provided useful insights into the effects of Central Bank of Nigeria (CBN) monetary policies on commercial bank lending rates, it is not exhaustive. Therefore, the following suggestions are made for future research:
1. Broaden the Scope Beyond Commercial Banks: Future studies can include microfinance banks, mortgage banks, and fintech credit providers to understand how CBN policies impact lending rates across various financial institutions.
2. Longitudinal or Time-Series Analysis: Researchers should consider conducting longitudinal studies using time-series data over a longer period. This will provide deeper insight into how CBN monetary tools have influenced interest rates and credit behavior over economic cycles.
3. Comparative Studies Across Countries: A comparative analysis between Nigeria and other developing or emerging economies can be conducted to evaluate how similar central bank policies affect lending rates differently in varying macroeconomic environments.
4. Quantitative Modeling and Econometric Testing: Further research can make use of advanced econometric models such as Vector Autoregression (VAR), GARCH models, or regression analysis to quantify the impact of specific monetary policy variables on lending rates.
5. Investigating Non-Monetary Influences on Lending Rates: Other studies can explore how institutional factors such as corruption, political instability, bank management practices, and technological adoption influence commercial bank lending decisions independently of CBN policy.
6. The Role of Expectations and Communication Strategy: Researchers can also explore how central bank communication strategies, policy announcements, and forward guidance affect market expectations and consequently bank lending behavior.
By pursuing these research areas, scholars can contribute to a more comprehensive understanding of monetary policy dynamics in Nigeria and offer more practical solutions for improving policy effectiveness in the banking sector.
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APPENDICES
Appendix I: Research Questionnaire
Section A: Demographic Information
1. Gender: Male ( ) Female ( )
2. Age: 20–30 ( ) 31–40 ( ) 41–50 ( ) 51 and above ( )
3. Job Role: ________________________
4. Years of Experience: Less than 5 ( ) 5–10 ( ) Over 10 ( )
5. Type of Institution: Commercial Bank ( ) CBN ( )Other ( )
Section B: Yes/No Questions
6. Are you aware that the CBN uses the Monetary Policy Rate (MPR)? Yes ( ) No ( )
7. Do changes in MPR influence the lending rates in your institution? Yes ( ) No ( )
8. Does your bank adjust lending rates in response to CBN directives? Yes ( ) No ( )
9. Have CBN interventions significantly affected your bank’s credit policy? Yes ( ) No ( )
10. Do you believe the CBN has control over lending rates in Nigeria? Yes (  ) No (  )


Section C: Likert Scale Statements
(Please tick one option per row: 1 = Strongly Disagree, 5 = Strongly Agree)
	No.
	Statement
	1
	2
	3
	4
	5

	11
	Lending rates respond quickly to CBN monetary policy changes.
	
	
	
	
	

	12
	Structural issues weaken the impact of CBN monetary policy.
	
	
	
	
	

	13
	The Cash Reserve Ratio (CRR) limits funds available for lending.
	
	
	
	
	

	14
	CBN policies have been effective in promoting private sector credit.
	
	
	
	
	

	15
	My bank responds more to market risks than to monetary policy directives.
	
	
	
	
	


Appendix II: CBN Policy Documents Reviewed
1. CBN (2020). Monetary Policy Review
Retrieved from: https://www.cbn.gov.ng/Out/2020/MPD/MonetaryPolicyReview2020.pdf
2. CBN (2023). Annual Report and Financial Statements
Retrieved from: https://www.cbn.gov.ng/Out/2023/FPRD/AnnualReport2023.pdf
3. CBN Monetary Policy Communiqués (2019–2024)
· MPC Communiqué No. 139 – July 2022
· MPC Communiqué No. 143 – November 2023
· MPC Communiqué No. 144 – January 2024


