[bookmark: _GoBack]ANALYSIS OF FUNDS MANAGEMENT IN PROVIDING A SOUND BANKING SYSTEM IN NIGERIA ECONOMY
(A CASE STUDY OF UNION BANK FOR AFRICA)

BY

FAGBAMILA GBEMISOLA MUTIAT
HND/23/BFN/FT/0431

BEING A RESEARCH PROJECT SUBMITTED TO THE DEPARTMENT OF BANKING AND FINANCE, INSTITUTE OF FINANCE AND MANAGEMENT STUDIES

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

MAY, 2025

CERTIFICATION
This is to certify that this project has been read and approved as meeting part of the requirement for the award of Higher National Diploma, in the Department of Banking and Finance, Institute of Finance and Management Studies, Kwara State Polytechnic, Ilorin.


____________________			________________
Mr. Babatunde A.R.					Date
Project Supervisor



____________________			__________________
Mrs. Otayokhe E.Y.					Date
Project Coordinator




____________________		         __________________
Mr. Ajiboye W.T.					Date
Head of Department




____________________		         __________________
External Examiner					Date




DEDICATION
This project is dedicated specially to the ALMIGHTY GOD the giver of knowledge and understanding, the author and the finisher of all things and my entire family member most especially to my lovely father.


ACKNOWLEGMENT
All adoration to the Almighty God for his great love and faithfulness and the gift of life, He created man from his sensitive drop of semen indeed with him everything is possible.
My immeasurable profound gratitude goes to my supervisor MR BABATUNDE B.R, H.O.D MR AJIBOYE W.T and the entire lectures in the department of banking and finance for their contributions in making my dream reality.
My sincere appreciations goes to my lovely parent MR and MRS AKINOLA may the almighty GOD in his infinite mercy bless you with long life and good health to reap the fruit of your labor in fact words alone cannot express how grateful I am to them, I say a big thank you to them love you MUM and DAD.
I also appreciate the efforts of my siblings for their contributions starting from my elder sister AKINOLA ESTHER, AKINOLA ELIJAH, AKINOLA MARIA and my lovely baby sister AKINOLA PRECIOUS, God bless you all.
My gratitude goes to my personal person MUHAMMED SHERIFFDEEN IDRIS thanks so much for all you dear 
ONE LOVE TO YOU ALL.







TABLE OF CONTENT
Title page 								    Pages
Certification									i
Dedication									ii
Acknowledgement								iii
CHAPTER ONE: INTRODUCTION
1.0	Background to the study						1
1.1	Statement of the problems						3
1.2	Objective of the study							4
1.3	Research question							5
1.4	Research hypothesis							6
1.5	Significance of the study						6
1.6	Scope and limitation of the study					7
1.7.	Definition of Terms							8
1.8	Plan of the study							9
CHAPTER TWO: LITERATURE REVIEW
2.1	Conceptual framework						11
2.2 Theoretical framework						21
2.3 Empirical framework							26
CHAPTER THREE: RESEARCH METHODOLOGY
3.0	Research Methodology						30
0. Source of data								30
0. Population of the study						31
0. Sample size								31
0. Method of Data collection						32
0. Method of Data analysis 						32
0. Limitation to study							33
CHAPTER FOUR: DATA ANALYSIS DISCUSSION
4.0	Data presentation, analysis and interpretation of statistical data 34
0. Data presentation							34
0. Data analysis								35
0. Interpretation of data							38
CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS
0. Summary								42
0. Conclusion								43
0. Recommendations							44


i

CHAPTER ONE
INTRODUCTION
1.1	Background to the Study
Bank plays a significant role in the mobilization of funds and channelizing the same in to business, socio-economic and industrial sectors of a country. Bank fund management is the administration of funds flowing into and out of the bank in a way that will maintain profitability, solvency, liquidity and productivity. Bank fund management is the key to intermediate-term decision making in today’s dynamic and volatile banking environment. Broadly defined fund management includes all policies and approaches designed to obtain funds from deposits and borrowings and to allocate them to loans and advances and investments. (Ahmad, 2017). The captivities of fund management include various aspects such as mobilization of deposits, expansion of credit, investment of surplus fund, sharing of profit and losses, recovery dues etc. Bank fund management enables banks to exert greater control over the availability of their total liability. Commercial banks success depends on the ability of the management to allocate its available funds to different types of assets (Adeusi, Akeke, Adebisi, & Oladunjoye, 2014)).Efficient management of fund ensures the best use of resources to earn profit .Poor bank fund management had adverse impact on profitability and productivity of a bank. Hence the focus of the study is to examine the impact of fund management on liquidity, profitability and productivity (Al-Khouri, 2011).
 In addition, Bank as a business entity certainly have the purpose to get profit for all parties (profit oriented). This profit can be generated from the bank’s main activities such as fund-raising activities and fund distribution activities. Profits which are generated in the banks are not only an attraction for people to invest their funds in the bank. But also, that profit indicates that banks are in good shape, including the characteristics of healthy banks. 
For assess whether a bank including a bank category of healthy or sick bank, it will be seen from its operational performance. Performance can be measured by looking at the efficiency of the bank’s fund management. For it with a more efficient bank then it will indicate the level of bank health (Charles, 2013).  Efficiency is one of the performance parameters which is one of the underlying performances of the entire performance of an organization. Ability to produce maximum output with aught input is a measure of expected performance. At the time that efficiency measurements are performed, banks are faced with the conditions of how to obtain the optimal level of output with the aught input level, or get the minimum input level to the level of output (Fofack, 2005). 
However, there are many aspects of the performance of commercial banks that can be analyzed. This study focuses on the fund management of commercial banks in Nigeria. Njoku (2017) observed that the importance of bank financial performance can be appraised at the micro and macro levels of the economy. At the micro level, profit is the essential prerequisite of a competitive banking institution and the cheapest source of funds. It is not merely a result, but also a necessity for successful banking in a period of growing competition on financial markets. Hence the basic aim of every bank management is to maximize profit, as an essential requirement for conducting business (Ofosu-Hene, 2016).
The profitability and overall financial performance of commercial banks is therefore very vital for the smooth operation of the financial system of a country (Okere, 2018). The financial sector has been regulated as all of other countries financial sector and it contributes to a lion share for the healthiness of the country’s financial system (Francis, 2007). Therefore, the sector’s performance is of major concern for those who are responsible for policy making and operating day to day with it. Among the possible factors that have an effect on commercial banks financial performance, asset liability management (ALM) is the major one (Li Yuqi, 2007). In view of this, the research project intends to appraise fund management in providing towards providing a sound banking system in Nigeria.
1.2	Statement of the Problem
Various aspects such as mobilization of deposits, expansion of credit, investment of surplus fund recovery dues etc.  Fund management enables profit making organizations to exert greater control over the availability of their total liability. All the activities of banks revolve around cash and liquidity. Therefore, the success and failure of these organizations depends largely on the ability of the management its available funds to different types of assets (Olusanmi, 2015). Efficient management of fund ensures the best use of resources to earn its primary objectives, that is profitability. Poor fund management had adverse impact on productivity. Hence the focus of the study is to look how fund is managed in banking towards enhancing productivity and performance. 
1.3 Research Questions
i. What are the input and output which affects the level of cost efficiency of Union Bank Plc? 
ii. Does relationship exist between fund management and performance of sample bank?
iii. Does fund management have impact on profitability, productivity and liquidity of Union Bank Plc?
1.4. Objective Of The Study
The principal objective of the study is to critically evaluate the management of funds towards ensuring effective management of bank resources and performance, the specific objective include:
1. Analyzing the components of the input and output which affects the level of cost efficiency of Union Bank Plc. 
2. To examine the relationship between fund management and performance of sample bank
3. To examine impact of fund management on profitability, productivity and liquidity of Union Bank Plc.
1.5	Hypothesis of The Study
	Ho: effective fund management does not enhance profitability, productivity and liquidity of Union Bank Plc


1.6	Significance Of The Study
This research study is significant because it dealt with issues Nigerian banks are facing in the fund management. In the present scenario, asset liability management is important for the banking industry due to increased importance of managing the asset liability mix. It will help to assess the risks and manage the risks by taking appropriate actions. So, to understand the asset liability management process and various strategies that are helpful for the banks to manage the risks, this topic was selected. Therefore, it was beneficial to develop knowledge regarding the asset fund management process, functions and its effect in the financial performance of commercial banks.
The research study might contribute and form the basis for further research into the application of fund management strategies in liquidity risks by similar industry players. This can go a long way in coming up with even better and more efficient strategies that are specific to different bank sizes, markets in which they operate and balancing of the different risk appetites that may be present within the different banks
1.7	Scope and Limitations Of The Study
The study covers commercial banks with specific reference to Union Bank Plc As the study is centered on analysis of fund management in providing a sound banking system in commercial banks in Nigeria using Union Bank Plc as the case Study, the research covers all departments under the banks within Ilorin branch in other to ascertain whether there is effective proper fund management control.
The researcher in the course of carrying out the research was faced with the following problems and constraints. 
a. Time factor: Time shortage posed serious challenges, since it was indeed very short considering the enormity of the research work. 
b. Lack of information and data due to unavailability of materials and other vital information. Libraries are either out of stock or scanty in their content of relevant materials. 
c. Financial problem was also a deterrent in carrying out the research since the available fund was not enough to sustain the vast research proposals, it was also a challenge in that regard. The world private firm or sector and audit had undergone frequent usage in the country that for this research by deserve special mention and explanation.
1.8.	Definition Of The Key Terms
· MANAGEMENT:	This refers to an act of making things done through others and also this is the process of planning, organizing, direction, controlling and coordinating in order to achieve the aims and objectives of the organization.
· PROFIT:	Profit is the financial benefits which accrue to a businessman to an accountant profit is the excess of income over expenditure.  To economists, profit represents the reward of an entrepreneur.
· NON-PROFIT ORGANIZATION:  This is an organization which is established not for profit making but for public benefit.
· ORGANIZATION:  It can simply be referred to as a group of people, countries etc. who are working together for some purpose, objectives and aims which need to be accomplished.
· FUND:  This refers to a sum of money to be used for something special.
1.9. Organization Of The Study
 This topic is divided into five chapters. Therefore the area touched has been highlighted in the stable of contents. 
Chapter one deals with introduction of the research work, statement of the research problems, aims and objectives of the study, scope and limitation of the study, scope and limitation of the study definition of terms and lastly organisation of the study. 
 Chapter two will review all the necessary and available literature on the subject and how it has been addressed by different authors. Theoretical framework, regulatory framework, evaluation of credit proposal, bank lending principles, lending policies and objectives, importance of lending, canons of lending, canons of lending in a developing economy, common securities required for leading, loan application procedure, difficulties encounter by bank in loan repayment and the likely solution. 
 Chapter three focus on the history of the case study, population of the study, method of data collection, sampling and research design, the population of the study and lastly limitation of the methodology. 
 Chapter four discussed the data analysis and presentation of data, test of hypothesis. 
 Chapter five comprises the summary of the whole research work, recommendations about the topics conclusion and the references.  

















CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1 Introduction
This chapter highlights the literature relating to the research topic. This section deals with the review of theories relating to asset liability management and financial performance; general literature review; review of empirical studies and finally gave a conclusion from the literature review indicating the gaps the research is addressing and the original contribution it will make to the field in general.
2.1.1. Conceptual Issues
According to Olusanmi (2015), fund is an independent fiscal and accounting entity with a self balancing set of accounts, recording cash or other reserve which are segregated from other funds for the purpose of caring on specific activities or attaining objective in accordance with special requisition or limitation.
However, fund management as its name cannot deals wisely with management of fund by the management.
Now these two questions arise to the organization.
1. How do fund come into firm?
2. What organization has done to fund raise?
In answer to the first question, the fund comes from outside, from long-term loan or source, such as a subscription of capital by shareholders or loan of funds by the debentures holders or banks alternating they may come from shat term source such as trade credit or bank overdraft.
Olusanmi (2015), it is obviously desirable to show that funds have been obtained from each source and especially to show what flow has resulted from operation.
The latter figure may have to be shown by adding back to the profit, any non-cash expenses such as transferred to reserves or provisions such as depreciation and loss on sales of fixed assets and deduct profit on sales of fixed assets.
Analysis of sources of funds must be presented to show clearly the total cash flow resulting from profit and this involves adding back to profit and non-cash expenses.
Comprehensively, fund can be managed in several ways depending on the type of organization chosen as case study, the way in which fund can be put into use can be classified into the following:
i. Short term period
ii. Medium
iii. Long term period
SHORT TERM PERIOD:
The sources of funds under short term period are as follows:  bank borrowing which can be informed of bank overdraft or short-term bank loans.  Trade credit cash discount, bill financing, and acceptance credit and also internal generated fund like retained profit or plough back profit, depreciation, provision and tax provision and so on.  Some of these terms are briefly explained below:
BANK OVERDRAFT:
It is usually for short duration.  It is agreed on the facilities, the rate of interest is not fixed, it depends on the amount overdrawn by the company.
SHORT TERM LOAN:
The rate of interest is fixed for the duration of loan; also, at the time of taking loan, there should be an agreement on repayment of the loans.  Before giving out the loans, they will take the need for the loan under this:
1. The purpose of the loan
2. How profitability can the customer use the loans or overdraft.
3. Look at the feasibility study
4. The flow projection etc.
TRADE CREDIT
In the ordinary course of events, a firm buys its supplies and materials and credit from other firms recording the debt as an account payable.  Trade credit spontaneous source of financing in that it arise from ordinary business transaction.  If customer takes credit suppliers, the suppliers are financing the customers by the amount given to the customers.
BILL FINANCING
This is usually common in international trade.  It is just a means where “A draws bill on B” for a stated periodically 90 days if B accepts the bill then it becomes bill of exchange. 
All that are mentioned above can serve immediate need of an organization like administration expenses, replacement of asset etc.  The organization should ensure that it does not keep excess fund; it should be deposited and withdrawn during the time of need.
MEDIUM TERM
The sources under medium duration are medium term bank loan (3 – 5 years) debentures, leasing hire purchase etc.
LEASE FINANCING
A lease is a contract whereby the owner of an asset (the leaser) grants to another party (the lease) the exclusive right to use the assets usually for an agreed period of time, in return for the payment of rent, virtually, all lease financing arrangements fall into one of these main types of lease financing.  A sales and lease bank arrangement, direct leasing and beverage leasing.
HIRE PURCHASE
This is common among the motor dealers, while medium term loan is loan which the duration is between three to five years.
LONG TERM PERIOD
Source of funds under loan term duration are debentures, issued of shares for capital what can actually be done with the fund is to invest it on a capital project that will yield a fantastic return on a long run.  The type of fund should not be tied down, but used up immediately.
These facts are stressed by M.N. HAMPER in his book titled management accounting.
Therefore, the second question must be answered so as to know how funds are used.
1. Payment of share capital
2. Payment of dividend and income tax
3. Repayment of debenture or long term loan
4. Acquisition of fixed assets
5. Purchase of long term investment
6. Decrease in current asset etc.
2.1.2.	Sources of Fund in Deposit Money Banks
i. Deposits
The major source of funds for commercial banks is saving. Deposits are gathered in local markets and typical have lower interest rate. They are relatively stable. Deposits can be classified as demand deposit (current deposits), etc. In case of demand deposits, the sources of funds are simply checking account that do not pay interest and permit unlimited check writing(Omaliko, 2020). 
[bookmark: more]Saving deposits are interest bearing sources of fund left with the banks for a period of weeks, month, or years with no minimum required maturity. Money market deposits account can pay whatever interest rate the offering bank feel is competitive and have limited check writing privileges attached. No minimum denomination or maturing is required by law. A time deposit is simply a deposit account that pays interest for fixed term and the fund cannot be withdrawn before maturity. 
ii. Liabilities Management
The another important source of fund for commercial bank is liabilities management. They have to manage it very carefully to minimize risk and achieve goal. The various items included in the liabilities of commercial banks are equity, reserves, borrowings, deposits, new account, money market liabilities, deposit account, wholesale and retail certificate of deposits, negotiable instructs, brokered deposits, interest paying liabilities, short term loan, bills payable and other outstanding expenses. 
iii. Repurchase agreement
This represents the temporary borrowing in money market, mainly from excess required reserves loaned to it by other banks or the bank has borrowed fund collateralize by some of its own securities from other bank or a large corporate customer. 
iv. Mortgage loans
Long term loans taken generally for constructing building and building under construction serves as collateral are mortgage loans. The principal source of long term borrowing include real estate mortgage and this type of loan may have maturity up to thirty years. 
v. Capital funds
It refers to the long term funds contributed to a bank primarily by its owners. It represents the owner's equity interest in the bank. From the regulator point view, bank capital is divided into two groups - tier 1 and tier 2 capital. Tier 1 capital is known as core or primary capital and tier 2 capital is known as supplementary capital. Under this fund includes common stocks, suppliers, retained earnings and undivided profit. 
2.1.3. Uses of Fund in commercial Bank
Whatever the funds raised by commercial banks should be properly channelized into investment earning asset because without such earnings bank cannot survive in the long run to compute in the challenging financial market. The uses of funds are as follows:
Assets Management
It is to be considered that whatever liabilities undertaken from various sources become useless these liabilities are converted into earning assets. So it is the allocation of funds into loans and investments with due consideration for the maintenance of liquidity. The various items included in assets of commercial banks are cash in hand, cash at bank, investment, loans, leases, bank's earnings assets vault cash, leases, deposits at central bank, cash items in process of collecting, fixed assets and other current assets(Omaliko, 2021).   
2.1.4. VARIABLES of measurement of commercial banks funding
As a profit seeking organization a bank s trying to have the highest profit by managing its fund. But for a successful and reliable activity and in a long term perspective the profits are not enough for a commercial bank as it even more important to assure bank’s liquidity to fulfill its obligations every moment it may be necessary. The prime function of a commercial bank is to receive deposit and to lend money. Simultaneously its primary responsibility is to maintain adequate liquidity. If it is not ensured it may face obvious difficulties. On the other hand, maintaining liquidity may retard earnings. The following ratios have been used in the study:
Deposit to total assets (D/ TA):
Liquidity of a bank can be measured in various ways. Deposit position of a bank in relation to total assets can be used to measure liquidity. If a bank is able to collect more deposit, it would not face any difficulty in meeting its liquidity demand.
Liquid asset to total deposit (LQ/ D):
Liquidity is necessary to meet demand in one hand and safety credit needs on the other. In such a context a review of liquid asset vis-à-vis demand deposit may throw some light as to the availability of funds to meet demand deposits.
Credit deposit ratio (C/D):
Credit deposit ratio is probably the best known measure and widely used ration to evaluate liquidity position. Infect credit deposit ratio has for long acquired the over tones of policy parameters (Burns, 1979). It demonstrates the degree to which banks have already used up their available resources. When these ratios rise banks are thought to be less liquid.
Profitability of commercial banks:
The profitability variable of the study was represented by three alternative measures:
Return on Assets (ROA):
A straight forward measure of bank profitability is the net profit after tax per unit of assets or return of assets (ROA). As it is known, this measure contains two elements, efficiency (total asset turnover), and effectiveness (profit margin). It shows how well the bank is being managed by conveying how much profit the bank earns unit of assets.
Return on Equity: It is also important for the shareholders to known the return on their invested equity in a bank. A useful summary of this information is provided by net after tax profit per unit of bank equity capital, return on equity. ROE indicates the return to shareholders on their equity. Banks with lower leverage (higher equity) will generally report higher ROA but lower ROE.
2.1.5. Productivity of commercial banks:
Productivity measures output per unit of input. But for commercial banks conceptual difficulties both for input and output lead to difficulties and generalized measures for productivity measurement various authors and researchers have produced a lot of literature on this topic which prescribes different variables for productivity measurement using quite different methodologies (Omaliko, 2020). However considering merits and demerits of each method and taking in to objective circumstance, simplicity and providing on overall impression we propose to evaluate productivity in terms of fund utilization rate, per employee deposit mobilization and per employee fund utilization. Fund utilization ratio is the ratio between fund employed and the loanable fund. Fund utilization rate shows the capacity of a bank in utilizing funds available at its disposal to income earning ventures undertaken by entrepreneurs in the form of advances and investment in security and purchase of share certificate. A rate like cent percent or very close to it of the loanable fund is considered to be the good sign of efficiency in fund utilization. Fund utilization beyond cent percent is undesirable from the view point of banking norm and subject to penalty chargeable by the central bank. Moreover crossing of the scent percent boundary line in the fund utilization rate might be a sign of sickness in the bank management or aggressive banking which may lead to financial in discipline in the banking sector(Omaliko, 2021).
On the other hand fund utilization rate distinctly below 100% indicates inability of the bank to use scarce financial resources in profitable ventures. It evidently depresses profitability of the bank. Per employee deposit mobilization and per employee fund utilization are the two indicators of productive efficiency of a bank. While the fund utilization rate shows percentage of loanable (investible) fund employed by the bank, per employee deposit mobilization indicates productivity of its employee per head in mobilizing financial resources to increase loanable fund, per employee fund utilization the other hand expresses per employee productivity in utilizing loanable fund(Owojori, 2011).

2.1.6. Measurement of Liquidity performances:
Bank liquidity refers to the ability of a bank or banks to raise a certain amount of fund at a certain costs within a certain period of time (Sathyamoorthic, 2019).The banker must ensure adequate amount of liquidity in the bank’s asset so as to meet any claims up on it in cash on demand.16 Liquid assets consists of primary reserve and secondary reserve. Primary reserves are those non-earning cash assets of commercial banks made up of cash and its equivalent. The term includes statutory, excess and working reserves. Primary reserve specially include cash in the vault, the deposit carried by member banks, cash items such as cheques held on in the process of collection and deposits held in other banks which are usually referred to as correspondent bank balances (Reed,1964) The secondary reserve of a commercial bank consists of its highly liquid earning assets which may converted in to cash without delay or appreciable loss (Soyemi,2014) Adequate liquidity is required if a bank is going to be able to meet the unexpected current requests from customers it wishes to accommodate(Taiwo, 2013).
2.1.7. Impact of Fund Management on Profitability
It is true that unlike manufacturing industry banking industry is not free to make decision on various operational areas related to profit performance. The banking industry decisions to a significant extent become subject of central bank policy, instruction on rate of interest on deposit and advance, minimum liquidity ratio, allocation of credit to priority sectors etc. Thus a prominent portion of the bank income and expenditure is found beyond the control of bank management and they can do little towards improving profits in this regard (Uwalomwa, 2015). Still, there are areas like fund management for the portion over which banks have discretionary power, work management and cost management. In such a context it is necessary that impact of fund management on profitability of sample commercial banks be evaluated objectively. The confidence of the public on banking system depends on the capability of the system. The major consideration in assessing capability is the financial viability. The viability is assessed more in terms of profits than anything else and hence the importance of profitability. Based on average data for the important variables of the study specified above during the period 2006-2010 as shown in different tables, correlation and regression were calculated to examine the impact of loan variables on liquidity, profitability and productivity variables.
2.1.8. Factors influencing profitability and productivity planning:
The profitability of banks like any other organization is an index of efficiency. The fall in the profitability warrants careful scrutiny of the relevant aspects. The findings of the study revealed that profitability of the banks was not only low but also showed a decreasing trend. It is reported that a number of factors are considered by the PCBs while planning profit and productivity performance. As to the factors considered while determining profit and productivity planning of the sample banks the concerned executives of the sample banks were requested to give their opinions on the basis of 5 point scale.
Generally, the factors that have been considered determining the profit and productivity planning of the sample banks are
i) Deposit collection (weight 5)
ii) Asset structuring (weight 4.92)
iii) Liquidity requirement (weight 4.86)
iv) Growth rate of bank (weight 4.7)
v) Branch expansion (weight 4.7)
vi) Management employee efficiency (weight 4.6)
vii) Tax policy (weight 4.4).
These factors have been mentioned in order of their importance.
2.1.9. Problems of bank fund Management:
Data about profits in banking industry are not available in desired form and in detail in Bangladesh like many other countries of the world because of the secrecy maintained by the banks regarding debt and other relevant items and profit figures are published with a note: “less provisions made during the year for bad and doubtful debts and other usual or necessary provisions” even though for the purpose of analyze, analysts are to take this figure as indicative of profit performance in absolute term and relative evaluation is to be made with reference to relevant variables. Keeping this drawback in mind one is to interpret profit performance of commercial banks. The profitability of banks like any other organization is an index of efficiency. The fall in the profitability warrants careful scrutiny of the relevant aspects. The finding of the study revealed that profitability of the banks was not only low but also showed a decreasing trend. Poor fund management causes the lower profitability of commercial banks. It is reported that a number of problems considered in fund management of commercial banks. The opinions of the relevant personnel regarding problems of fund management are tabulated below in order of importance(Wuava, 2020).
The above points attributed to problems of fund management are analyzed below:
Lack of effective fund management policy:
This point was also pointed out by 50(1000%) out of 50 respondents. It is identified out that the samples PCBs do not have any effective fund management policy which will guide them properly.
Rapid increase in establishment expenses:
This point was also pointed out by respondents, numbering 50(100%).It is informed that expenses rose sharply due to revision in pay scale, increased medical facility, festival bonus not tied with productivity etc.
Instability in monetary policy:
This point was also pointed out by 48(90%), out of 50 respondents .Increase in statutory and liquidity ratio, change in interest rates and change in bank rates, changing shift in priority sector and other lending areas adversely affected profit planning and profit performance
Higher amount of Non per forming loans:
This point was also pointed out by respondents, numbering 45(90 %). It reported that the larger amount of nonperforming loans results lower profitability.
Less attention to cost control:
This point was also pointed out by 46(92%) out of 50 respondents. The responded opined that scientific evaluation of cost per work, employee cost, cost of bank fund is not yet to be experienced by the PCBs in Bangladesh.
Priority sector financing:
This point was also pointed out by 45(90%) out of 50 respondents. It is reported that deploying credit to priority sectors is characterized by low interest rate and thus low spread. The problem is further aggravated due to inadequate trained and skilled persons to deal with nontraditional banking service assigned to the banks.
Higher cost of fund:
This point was also pointed out by respondents; numbering 45(90%).The high cost of fund lowers the repayment of loans timely.
Low productivity:
This point was also pointed out by 44(88%) out of 50 respondents. Productivity of bank employees was found low, especially in the new areas of operation.
Lack of effective profit planning:
This point was also pointed out by 40(80%) out of 50 respondents. It is reported that Profit plan though it exists in paper is found a ritual the variation is wide and lacks of directions. Variance are not widely carefully analyzed and addressed.
Spread of banking in rural areas:
This point was also pointed out by respondents, numbering 35(70%). It is noticed that PCBs, as per macro objectives of the Government, had to open branches in unbanked under developed rural areas. The yield of revenue in many cases was not commensurate with the cost of running the branches.
2.1.10. Capital Adequacy and its Effect on Financial Performance
Capital adequacy refers to the sufficiency of the amount of equity to absorb any shocks that the bank may experience (Okere, 2018). The capital structure of banks is highly regulated. This is because capital plays a crucial role in reducing the number of bank failures and losses to depositors when a bank fails as highly leveraged firms are likely to take excessive risk in order to maximize shareholder value at the expense of finance providers (Okere, 2018).
Although there is general agreement that statutory capital requirements are necessary to reduce moral hazard, the debate is on how much capital is enough. Regulators would like to have higher minimum requirements to reduce cases of bank failures, whilst bankers in contrast argue that it is expensive and difficult to obtain additional equity and higher requirements restrict their competitiveness (Koch, 1995). Beckmann (2007) argue that high capital leads to low profits since banks with a high capital ratio are risk-averse, they ignore potential (risky) investment opportunities and, as a result, investors demand a lower return on their capital in exchange for lower risk.
However Gavila et al (2009) argues that, although capital is expensive in terms of expected return, highly capitalized banks face lower cost of bankruptcy, lower need for external funding especially in emerging economies where external borrowing is difficult. Thus well capitalized banks should be profitable than lowly capitalized banks. Gavila (2009) using a sample of 10 Tunisian banks from 1980 to 2000 and a panel linear regression model, reported a strong positive impact of capitalization to ROA. Sufian and
Chong (2008) also reported the same results after examining the impact of capital to the performance of banks in Philippinesfrom 1990 to 2005. The banking sector in Kenya provides an interesting case to examine the impact of capital because the minimum statutory requirement has been upgraded to Ksh, 1 billion in 2012. Capital adequacy is divided into Tier I and Tier II. Tier I capital is primary capital and Tier II capital is supplementary capital, but this study will focus on total equity of the banks as opposed to the minimum requirements.
2.2. Theoretical Review
2.2.1 Risk Aversion Theory
Risk aversion is an investor's general desire to avoid participation in "risky" behavior or, in this case, risky investments (Fischer, 1972). Investors typically wish to maximize their return with the least amount of risk possible. When faced with two investment opportunities with similar returns, good investor will always choose the investment with the least risk as there is no benefit to choosing a higher level of risk unless there is also an increased level of return.
Insurance is a great example of investors' risk aversion. Given the potential for a car accident, an investor would rather pay for insurance and minimize the risk of a huge outlay in the event of an accident.
2.2.2 Markowitz Portfolio Theory
Markowitz (1953) developed the portfolio model. This model includes not only expected return, but also includes the level of risk for a particular return. Markowitz assumed the following about an individual's investment behavior: Given the same level of expected return, an investor will choose the investment with the lowest amount of risk. Investors measure risk in terms of an investment's variance or standard deviation. For each investment, the investor can quantify the investment's expected return and the probability of those returns over a specified time horizon. Investors seek to maximize their utility. Investors make decision based on an investment's risk and return, therefore, an investor's utility curve is based on risk and return.
Markowitz' work on an individual's investment behavior is important not only when looking at individual investment, but also in the context of a portfolio. The risk of a portfolio takes into account each investment's risk and return as well as the investment's correlation with the other investments in the portfolio. Risk of a portfolio is affected by the risk of each investment in the portfolio relative to its return, as well as each investment's correlation with the other investments in the portfolio. A portfolio is considered efficient if it gives the investor a higher expected return with the same or lower level of risk as compared to another investment (Fama,1992). The efficient frontiers simply a plot of those efficient portfolios, as illustrated below. While an efficient frontier illustrates each of the efficient portfolios relative to risk and return levels, each of the efficient portfolios may not be appropriate for every investor. Recall that when creating an investment policy, return and risk were the key objectives. An investor's risk profile is illustrated with indifference curves. The optimal portfolio, then, is the point on the efficient frontier that is tangential to the investor's highest indifference curve. See our article: A Guide to Portfolio Construction, for some essential steps when taking a systematic approach to constructing a portfolio.
2.2.3 Two Mutual Fund Theorem
One key result of the above analysis is the two mutual fund theorem. This theorem states that any portfolio on the efficient frontier can be generated by holding a combination of any two given portfolios on the frontier; the latter two given portfolios are the "mutual funds" in the theorem's name. So in the absence of a risk-free asset, an investor can achieve any desired efficient portfolio even if all that is accessible is a pair of efficient mutual funds (Campbell, 2002). If the location of the desired portfolio on the frontier is between the locations of the two mutual funds, both mutual funds will be held in positive quantities. If the desired portfolio is outside the range spanned by the two mutual funds, then one of the mutual funds must be sold short (held in negative quantity) while the size of the investment in the other mutual fund must be greater than the amount available for investment (the excess being funded by the borrowing from the other fund).
2.2.4 Modern Portfolio Theory
Is a theory of finance which attempts to maximize portfolio expected return for a given amount of portfolio risk, or equivalently minimize risk for a given level of expected return, by carefully choosing the proportions of various assets. Although MPT is widely used in practice in the financial industry and several of its creators won a Nobel memorial prize for the theory, in recent years the basic assumptions of MPT have been widely challenged by fields such as behavioral economics.
MPT is a mathematical formulation of the concept of diversification in investing, with the aim of selecting a collection of investment assets that has collectively lower risk than any individual asset. That this is possible can be seen intuitively because different types of assets often change in value in opposite ways (Merton, 1973). For example, to the extent prices in the stock market move differently from prices in the bond market, a collection of both types of assets can in theory face lower overall risk than either individually. But diversification lowers risk even if assets' returns are not negatively correlated—indeed, even if they are positively correlated. More technically, MPT models an asset's return as a normally distributed function (or more generally as an elliptically distributed random variable), defines risk as the standard deviation of return, and models a portfolio as a weighted combination of assets, so that the return of a portfolio is the weighted combination of the assets' returns. By combining different assets whose returns are not perfectly positively correlated, MPT seeks to reduce the total variance of the portfolio return. MPT also assumes that investors are rational and markets are efficient.
2.3. Empirical review
Muthamia (2021) in his study of challenges faced by centum investments argued that when economic conditions become more challenging, organizations have fewer resources to deploy on new business or change projects and programmes, reducing the number of such initiatives they can undertake. However, at such times, the projects and programmes they do invest in are often more critical, since they may be essential to deliver efficiency savings, sustain revenue or improve aspects of performance on which the survival of the organization can depend. The current turbulent economic conditions appear to have caused increasing adoption of project portfolio management by organizations. project portfolio management can be defined as: managing a diverse range of projects and programmes to achieve the maximum organizational value within resource and funding constraints, where 'value' does not imply only financial value and includes delivering benefits which are relevant to the organization‘s chosen strategic move with time.
Tanui (2020) argued that Lending is the principal business activity for most investors is portfolio risk management which is typically the largest asset and the predominate source of revenue. As such, it is one of the greatest sources of risk to a investors safety and soundness. Whether due to lax credit standards, poor portfolio risk management, or weakness in the economy, loan portfolio problems have historically been the major cause of failure or success.
Effective management of portfolio and the credit function is fundamental to an investor‘s safety and soundness. Portfolio management is the process by which risks that are inherent in the credit process are managed and controlled. Because review of the portfolio management process is so important, it is a primary supervisory activity. Assessing portfolio management involves evaluating the steps investor‘s management takes to identify and control risk throughout the process. The assessment focuses on what management does to identify issues before they become problems. This paper, written for the benefit of both examiners and investors discusses the elements of an effective portfolio management process. It emphasizes that the identification and management of risk among groups may be at least as important as the risk inherent in individual.
Wafula (2019) in his study of centum investments investigated whether momentum trading strategies are profitable as determinants of financial performance relative to the the Kenyan stock market, and examines the sources of such profitability. Momentum portfolios are significantly profitable in the intermediate term in Kenya, but the profits become insignificant after risk adjustment by the Chordia and Shivakumar (2001) model. The stock-specific return strategy and factor-related return strategy are analyzed to examine which portion of the total return causes stocks to enter extreme portfolios. The Chordia and Shivakumar factor-related return strategy obtains profits with a magnitude that is close to that which is attained by the total return momentum strategy. Additional evidence further supports the view that the Chordia and Shivakumar model captures momentum profits.







CHAPTER THREE
METHODOLOGY
3.1 Introduction
This chapter presents the research design and methodology that will be used to carry out the research. It presents the research design, the population, sample size and sampling procedure, data collection, data analysis, validity and reliability.
3.2 Research Design
This study adopted a survey research method to show the relationship between portfolio management and performance practices. Babbie, (2002), defined survey method as one which involves asking participants questions on how they feel, what their views are, and what they had experienced. Survey method was useful when a researcher wants to collect data on phenomena that can‘t be observed directly. It was advantageous is that; it allowed the collection of large amounts of data from a sizeable population in a highly effective, easily and in an economical way, often using questionnaires.
3.4 Data Collection
The study used secondary data. Secondary data refers to the information obtained from articles, financial statements, books, newspapers, internet and magazines. Thus secondary data was collected from the financial statements of Union Bank Plc to collect information on annual earnings of the bank.
3.5 Data Analysis
For collected data to be understood by the common man easily, it had to be analyzed. The researcher used quantitative and qualitative techniques in analyzing the data. After receiving data, it was edited, classified, coded and tabulated to analyze quantitative data using statistical package for social science (SPSS version 17). Tables and charts were used for further representation for easy understanding and analysis. Collected data was thoroughly examined and checked for completeness and comprehensibility. The data was then be summarized, coded and tabulated. Inferential statistics was used to establish relationship between fund management practices and the financial performance of financial institutions, which was measured by their profitability in terms of return on assets. The inferential statistics was to establish a causal effect relating independence variables to the dependent variable. While fund management practice was quantified from liekert questions, correlation analysis was used to establish the relationship between credit risk management practices and the financial performance of financial institutions.
3.5.1 Analytical Model
In this study, the elements of financial performance as measured by ROE used included; Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies. Since the study focuses on one dependent variable and more than one independent variables, a linear regression analysis was be used. The model offered the value R² which was used to indicate how well the model performed. The independent variable was evaluated in terms of its predictive power of financial performance versus portfolio management strategies. With regression analysis, the researcher was able to measure the degree of correlation that existed between the independent variables (Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies) and the dependant variable (financial performance as measured by ROE). The coefficients of determination were generated for this purpose to measure the strength of the relationship that existed between the variables.
A regression model was applied to determine and establish the relationship between portfolio management strategies and performance at Centum. β 0 is the variable that contributed some effect to dependent variable without any influence caused by independent variables. Centum applies portfolio management strategies; the study established the effect of the strategies on the company‘s financial performance. The linear regression model used in the study was as follows:
Y = β 0 + β 1 X1 + β 2 X2 + β 3 X3 + β 4 X4 + β 5 X5 +E Where :-
Y = Financial performance as measured by ROE (Dependant variable)
β0+ β 1 X1+ β 2 X2 + β 3 X3 + β 4 X4= These are the explained Variables of the Model.
=constant. It defined the level of performance without inclusion of predictor E = Unexplained Variation i.e. error term, it represented all the factors that affect the dependent variable but are not included in the model either because they are not known or difficult to measure.
X1 =	Leverage strategies
X2 =	Yield spread strategies
X3 =	Interest rates expectation strategies
X4 =	Individual security selection strategies
X5 =	Yield curve strategies
β0 = Constant. It defined the level of financial performance without inclusion of predictor variables. These variables were measured in terms of financial performance. β1, β2, β3, β4, β5, = Regression Co-efficient. Defined the amount by which Y is changed for every unit change of predictor variables. The significance of each of the co-efficient was tested at 95 percent level of confidence to explain the variable that explains most of the problem.












CHAPTER FOUR
DATA ANALYSIS AND FINDINGS
4.1 Introduction
This chapter presents the quantitative analysis of the secondary data collected from Centum.
It gives the interpretations of findings from the analysis of the secondary data.
4.2 Regression Analysis
A regression model was applied to determine and establish the relationship between portfolio management strategies and performance at Centum. β 0 is the variable that will contribute some effect to dependent variable without any influence caused by independent variables. Centum applies portfolio management strategies. The study will establish the effect of the strategies on the company‘s financial performance.
4.2	PRESENTATION AND ANALYSIS OF QUESTIONNAIRE
The questions on the questionnaire are presented and analyzed using percentage.
Bio-Statistical Data
PROFESSION
Table 1
	
	No
	%

	Accountants
	10
	33

	Traders
	3
	10

	Bankers
	12
	40

	Stockbrokers 
	2
	7

	Other
	33
	10

	Total
	30
	100


Source of Questionnaire 2025
This shows the profession of the respondent from the above of can be deducted that the respondent cut across the financial system.
The responses represent the opinion professional from different fields of financial system.
POSITION/POST
Table 2
	
	No
	%

	Management Cadre
	5
	17

	Senior Officer Cadre
	7
	57

	Junior Staff
	18
	28

	Total
	30
	100


Source of Questionnaire 2025
This shows the authority and responsibility of the respondents, 57% of the respondents, the senior officer, that is, the bulk of the responses are those that are really involved in the day-to-day running and strategic decision making in the financial system.
Only 26% of the respondents received instruction, while 17% are corporate decision making managers. 
LENGTH OF SERVICE/EXPENDITURE
Table 3
	
	No
	%

	0 – 5 years
	14
	48

	0 – 10 years
	9
	30

	Above 10 years
	7
	27

	Total
	30
	100


Source of Questionnaire 2025




EDUCATIONAL/QUALIFICATION
Table 4
	
	No
	%

	WASCE/SSCE/GCE
	0
	0

	OND/NCE
	8
	27

	HND/BSC
	10
	33

	MSC
	1
	3

	ACA/ACIB/ICSB
	2
	7

	HND/BSC/ACA/ACIB/ICSB
	5
	17

	MSC/ACA/ACIB/ICSB
	4
	13

	Total
	30
	100


Source of Questionnaire 2025
This shows respondents have B.Sc/HND as minimum qualification out of which there are 3% M.Sc. holder and professionals in various field.  Only 27% have OND/NCE showing that there is lesser junior staff with lower qualifications among the respondent.
Gender of the Respondents
Table 5
	
	No
	%

	Male
	22
	73

	Female
	18
	27

	Total
	30
	100


Source of Questionnaire 2025
This shows that there are more than females in that financial system, which is typical of such profession to Nigeria.  The males are 73% while the females are 27.



MARITAL STATUS
Table 6
	
	No
	%

	Single 
	14
	47

	Married
	16
	53

	Total
	30
	100


Source of Questionnaire 2025
This shows that 53% of the respondents are married, while 47% are single.  This reveals that we have more responsible officers.
Age of the respondents 
Table 7
	
	No
	%

	18 – 30 years
	10
	33

	30 – 50 years
	16
	53

	50 years and above
	4
	14

	Total
	30
	100


Source of Questionnaire 2025
ANALYSIS I
This shows the age of the respondents.  Actually, we have more active hands in the system i.e. 76% out of which 53% belongs to the working class and 33% those who are under training only 14% are at the saturation period.
Question 1
Primary responsibility for day to day risk management rests with the Executive Director ?
Table 8
	
	No
	%

	Yes
	28
	93

	No
	1
	3.5

	Indifference
	1
	3.5

	Total
	30
	100


Source of Questionnaire 2025


ANALYSIS (I)
This shows that executive director is responsible to risk management of the bank, 93% support this, while 3.5% are indifference and 3.5% are not support.
QUESTION 2
The Local Fund Agent is an important part of the Global Fund's fiduciary arrangements ?
Table 9
	
	No
	%

	Yes
	29
	97

	No
	1
	3

	Indifference
	-
	-

	Total
	30
	100


Source of Questionnaire 2025
ANALYSIS II
The importance of local fund management agent is an important part of the global fund fiduciary arrangements, .
Table 10
The Legal Counsel has a specific role in the management of legal, regulatory, and reputation risk. 
	
	No
	%

	Yes
	30
	100

	No
	-
	-

	Indifference
	-
	-

	Total
	30
	100


Source of Questionnaire 2025



Table 11
Relationship exists between Asset Liability Management and Financial Performance of Commercial Banks
	
	No
	%

	Yes
	30
	100

	No
	-
	-

	Indifference
	-
	-

	Total
	30
	100


Source of Questionnaire 2025
Table 12
Does effective fund management enhance profitability in your bank?
	
	No
	%

	Yes
	30
	100

	No
	-
	-

	Indifference
	-
	-

	Total
	30
	100


Source of Questionnaire 2025
All respondents agree that effective fund management enhance profitability in the bank. This shows that relatedness of non-profit management to profit management.
QUESTION (10)
Table 18
	
	No
	%

	Developed
	-
	-

	Fast developing
	26
	86

	Slow developing
	2
	7

	Indifference 
	-
	-

	Total
	30
	100


Source of Questionnaire 2025
ANALYSIS (10)
The majority of the responses indicated that nonprofit management in Nigeria can be classified as a fast developing organization by 86% of the respondent 7% classified is as slow developing and lastly 17% as under developed.


4.3: Findings
Analysis in table 4.1 shows that the coefficient of determination (the percentage variation in the dependent variable (Financial performance as measured by ROE ) being explained by the changes in the independent variables) R² equals 0.843, that is, Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies leaving only 15.7 percent unexplained. The P- value of 0.001(Less than 0.05) implies that the model of Financial performance as measured by ROE is significant at the 5 percent level of significance.
Table 4.1: Model Summary
Model Summary
	Model
	R
	R²
	Adjusted R²
	Std. Error of the Estimate

	
	
	
	
	

	1
	.896a
	.843
	.974
	2.04756

	
	
	
	
	


Table 4.2 ANOVAb

	Model
	Sum of
	
	
	
	
	

	
	Squares
	Df
	
	Mean Square
	F
	Sig.

	
	
	
	
	
	
	

	[bookmark: page37]1
	Regression
	93.144
	4
	23.286
	79.730
	.000a

	
	Residual
	53.739
	56
	.292
	
	

	
	Total
	146.884
	60
	
	
	

	
	
	
	
	
	
	


a. Predictors: (Constant), Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies b. Dependent Variable: Financial performance as measured by ROE
Source: Research Findings.

ANOVA findings (P- value of 0.001) in table 4.1 show that there is correlation between the predictor‘s variables (Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies ). An F ratio is calculated which represents the variance between the groups, divided by the variance within the groups. A large F ratio indicates that there is more variability between the groups (caused by the independent variable) than there is within each group, referred to as the error term.
Table 4.3: Coefficients of Regression Equation Coefficientsa
	Model
	
	Unstandardized
	Standardized
	
	

	
	
	Coefficients
	Coefficients
	
	

	
	
	
	
	
	
	
	

	
	
	B
	
	Std. Error
	Beta
	t
	Sig.

	
	
	
	
	
	
	
	

	1
	(Constant)
	.240
	
	.258
	
	.930
	.354

	
	Leverage strategies
	.294
	
	.077
	.297
	3.798
	.000

	
	Yield spread strategies
	.230
	
	.070
	.188
	3.290
	.001

	
	Interest rates expectation
	.013
	
	.062
	.013
	.215
	.001

	
	strategies
	
	
	
	
	
	

	
	Individual security selection
	.421
	
	.077
	.406
	5.445
	.000

	
	strategies
	.325
	
	.056
	.397
	4.672
	.0067

	
	Yield curve strategies
	
	
	
	
	
	

	
	
	
	
	
	

	a.  Dependent Variable: Financial performance as measured by ROE
	
	

	Significance level: p < 0.001; N =95
	
	
	
	
	
	

	Overall model: F = 79.730; p < 0.001; R² = 0. 843; Adjusted R² = 0.798
	
	


The established multiple linear regression equation becomes:
Y = 0.240 + 0.294X1 + 0.230X2 + 0.013X3 + 0.421X4 +0.325X5


4.4 Coefficient Correlations
Table 4.4: Coefficient Correlations
	
	Leverage
	Yield spread
	Interest
	Individual
	Yield curve

	Correlations
	strategies
	strategies
	rates
	security
	strategies

	
	
	
	expectation
	selection
	

	
	
	
	strategies
	strategies
	

	
	
	
	
	
	

	Leverage
	
	
	
	
	

	strategies
	0.995**
	0.753**
	0.776**
	-0.695**
	0.462**

	
	
	
	
	
	

	
	
	
	
	
	

	Yield spread
	0.753**
	0.885*
	0.363**
	-0.639**
	0.678**

	strategies
	
	
	
	
	

	
	
	
	
	
	

	Interest
	0.776**
	0.363**
	0.795**
	0.267*
	0.869**

	rates
	
	
	
	
	

	expectation
	
	
	
	
	

	strategies
	
	
	
	
	

	
	
	
	
	
	

	Individual
	0.695**
	0.639**
	0.267**
	0.675**
	0.349**

	security
	
	
	
	
	

	selection
	
	
	
	
	

	strategies
	
	
	
	
	

	
	
	
	
	
	

	Yield curve
	0.642**
	0.783**
	0.599**
	0.493**
	0.498**

	strategies
	
	
	
	
	

	
	
	
	
	
	


Significance at p < 0.001 level (2 tailed) *Significance at p < 0.05 level (2 tailed)
Source: Research Findings, 2022
The correlation analysis produced shows that Individual security selection strategies were not positively correlated to the Leverage strategies and Yield spread strategies with -0695 and - 0.639 respectively. Individual security selection and Yield curve strategies were positively correlated as shown with 0.349 at 0.001 significance level. The findings also indicate a positive correlation between the Yield curve strategies and Yield spread strategies as shown by 0.783 at 0.001 significance level.
4.5 Interpretations of Findings
The results of regression model produced a constant (0.240), meaning that if Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies were all zero, then Financial performance as measured by ROE would be at the rate of 24%. X1 which represented Leverage strategies was 0.294, indicating that one unit change in the level of Leverage strategies results in 29.4 % units increase in financial performance as measured by ROE. X2 which represented Yield spread strategies had a value of 0.230; this indicated that one unit change in Yield spread strategies results to 23% unit increase in financial performance as measured by ROE. X3 which represented Interest rates expectation in the model produced a value 0.013, shows that a unit change in Interest rates expectation strategies results in 13% unit increase in financial performance as measured by ROE. X4 which represented Individual security selection produced a value of 0.421; this indicated that a unit changes in Individual security selection strategies results in 42.1% units increase in financial performance as measured by ROE.
X5= 0.325, shows that a unit changes in Yield curve strategies results in 0.325 units increase in Financial performance as measured by ROE.








CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS
Introduction
This chapter provides a discussion of the findings reported in chapter four, the conclusions of the study are drawn and recommendations made. The chapter further presents the suggestions for future research.
5.1. Summary
The aim of this study was to establish portfolio management strategies used by Centum Investments and to determine the effects of portfolio management strategies on financial performance of centum investments. The findings of the study revealed a strong correlation between the predictor‘s variables (Leverage strategies, Yield spread strategies, Interest rates expectation strategies, Individual security selection strategies and Yield curve strategies). An F ratio is calculated which represents the variance between the groups, divided by the variance within the groups. The results indicated that there is more variability between the groups (caused by the independent variable) than there is within each group, referred to as the error term.
The findings also showed that that Individual security selection strategy was not positively correlated to the Leverage strategies and Yield spread strategies with -0695 and -0.639 respectively. Individual security selection and Yield curve strategies were positively correlated as shown with 0.349 at 0.001 significance level. The findings also indicate a positive correlation between the Yield curve strategies and Yield spread strategies as shown by 0.783 at 0.001 significance level.
5.2. Conclusions
Efficient fund management ensures adequate liquidity, increased profitability, and highest consistent level of income, with acceptable risk. It is revealed from the study that on an average commercial bank provide 80 percent of deposit as loan. It means that only 20 percent deposit is available for maintaining the liquidity and other purposes of sample PCBs.
The study found a statistical significance between the loan and profitability, liquidity and productivity for the sample commercial banks. It is proved that profitability and productivity is positively correlated with loan. So increase of loan in the study has produced a result of increase in profitability and productivity. Whereas liquidity is negatively correlated with loan. So increase in loan has produced a result in liquidity.
So the study concludes that providing more loans of the sample banks, which is the key issue of fund management, is very much dependent on their additional deposit collection. But more lending does not always give the guarantee to earn more profit for them. Existence of non-performing loans hampers the profitability and productivity of banks. To overcome this problem the study suggests a comprehensive fund management policy. The study suggests for initiating efforts that can provide more information regarding credit worthiness of the borrowers. To improve the knowledge in assessing risks, the banks should invest more funds in credit research and monitoring. The study also suggests, to reduce the lending rate which will lower the burden of NPL and increase the capability of borrowers to repay and ensure the effective fund management
5.3. Recommendations
In the light of the findings of the study, the following policy recommendations are made to improve the fund management performance of the commercial banks of Bangladesh:
1. Productivity of the commercial banks may be raised by practicing better fund management guidelines, improving recycling of funds and developing other income from business activities of the banks.
2. Liquidity position of the commercial banks should be improved from present situation. The Bangladesh Bank should monitor actively to ensure that the commercial banks maintain their minimum liquidity requirements.
3. Profitability is a prime question of survival of any organization. But the profitability performance of PCBs declined during the study period. NPL adversely affects the profitability performance of banks. Through selection of viable loan proposals, judging the entrepreneurs and the quality of the clients and by ensuring proper supervision and monitoring of the bank financed projects, NPL can be minimized and ultimately the burden of profitability can be reduced.
5.4 Limitations of the Study
The study used secondary data from Centum Investments‘records and NSE and therefore as a concern when working with secondary data, a similar study with the same data set may yield different or conflicting results.
Another limitation of this study is that the data obtained from the NSE for the research may have contained some errors and therefore the study might not have produced accurate results. Finally, a study on a wider scale in the investment companies aimed at the investigation of the effects of portfolio management strategies on financial performance may provide different results.
5.5. Areas for Future Research
The combination of marginal effects on performance overall, and on average, with significant differences within the sample, and over different time periods suggests a need for further research into the causes of the different performance of these funds, and how that relates to their ethical investment approach.
Relevant questions would include whether the strategy of particular funds has changed significantly at particular points in their life, and developing an understanding of why that was, and whether it helped or not, and if one can understand why some investment approaches have combined well with particular ethical policies one could also move towards an understanding of how sustainable that advantage might be expected to be, or what factors would help or hinder its continued success.
Clearly if there are general lessons to be learnt about what investment approaches work best with ethical investment then there is the possibility of improving financial performance within an ethical framework (or some ethical frameworks) over time. If such approaches can be identified, then this will make ethical investment in general potentially more attractive to more investors over time.
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