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CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND TO THE STUDY
Banks play a very important role in the economic development of any nation. The banking system as noted by Schumpeter (2001) is regarded as a key agent in process of development banks are special because all industries rely on them for working capital generally the way in which banks perform their role as observed by Cameroon (2009) may well determine the degree of success of nations development effort.
	One of the greatest changes in finance and banking all over the world has been the liberalization reforms and integrations of major money and capital markets. The aim of his financial liberation accentuated by rapid technological development is for the financial system to take advantages of economic of scale in a wider market region.
	The globalization of financial market which started in the western countries in form of economic deregulation.
	In the early 1980’s was initiated in Nigerian economic under the structural adjustment programme (SAP) great deal of interest has been shown in the activities and development witting the banking system, 9 central component of the SAP return was the structuring of the national financial system by relaxing some regulating considered infinitive to orderly growth and development with the system that is the deregulation of the banking reform was to deregulate interest and exchange rate structures, increase entry of new bank and sectorial credit  allocation interest rate deregulation has pushed up interest rate in Nigeria at very level since 1987 it has also raised the volume of deposits loans and advances in banks.
	Since the commencement of the deregulation exercise in 1986, the Nigerian banking and indeed the entire financial industry have witnessed very rapid changed and transformation and have been an incredible increase in the impact of interest rate deregulation on bank performance.
1.2 STATEMENT OF PROBLEM
The financial system of most developing nations of which Nigeria is among have come under stress as a result of the economic shock in recent time. Additionally, financial repression which has largely manifested through discriminate distortion of financial prices including interest rate has tended to reduce the real rate of growth and the real size of the financial system which is stipulated by bank performance.
	These problems now pose the following questions:
- Can interest rate deregulation increase the performance on bank?
- Can it increase the number of deposit, saving and loans and advance?
- Is Deregulation the solution to the depression exposed by the financial and banking industries?	
1.3 RESEARCH QUESTION
	In view of the perceived challenge this research work intend to provide answer to the under listed questions. 
i. What is the impact of interest rate volatility on investment decision in Nigeria.  
ii. What other variable determine investment decision in Nigeria 
iii. What has been has the trend profit of investment in liberalization?
He used co- integration and error correction model (ECM) procedure to establish both short term and term effect simultaneously. He found that public investment.
1.4 OBJECTIVE OF THE STUDY
The aims and objectives of the research work is basically to determined the impact of interest rates deregulation on bank performance.
The performance of the first bank during the deregulation   period.
The performance of the new first banks during the deregulation period.
1.5 RESEARCH HYPOTHESIS
We intend to conform the effect of interest rate deregulation policy on the bank performance in the Nigerian economy. In order to achieve his aim we shall test three hypotheses each for class described above 
HYPOTHESIS
Ho: interest rate deregulation period contributed positively to the        bank performance 
Hi: interest rate deregulation period does not contribute to the banks performance.
HYPOTHESIS I
Ho: interest rate deregulation period contribute positively to the performance of the first bank.
Hi: interest rate deregulation period does not contribute positively to the performance of the bank.
HYPOTHESIS II
Ho: interest rate deregulation period does not contribute positively to the performance of the new first banks. 
HYPIOTHESIS III
Ho: interest rate deregulation period contribute positively to the performance of indigenous banks.
1.6	SCOPE OF THE STUDY
	This study focuses on the important of interest rate on investment decision in Nigeria starting from 1981-2010 using annual time series, date upon the assertion that every pros have some cons, this study cannot be exception. Some hitches and setback were encountered in the process variable would be provided by gross fixed capital formation (AFCF). 
	Secondly, time and financial construct cannot be left out the list setback and hitches. The cost of sourcing but in time list set back and hitches the cost of sourcing material from the internet is exhibit ant because of epileptic and erratic power supply of the power holding company (PHCN).  
	This the cyber café power supply of the power holding company of which they eventually pass to us (the consumer of their services). Despite all these hitches and setback mentioned above this research work would have been a perfect work 
1.7 SIGNIFICANT OF THE STUDY
	This work is mainly for academic purpose however it will great importance to my research who would went to embark on my research on investment rate and investment decision. Also this piece of research work world go very long way in assisting and person or growth of person who would wish to know the place of purpose, thus work would be of great important of anybody who would want to embark on investment. 
1.8 LIMITATION OF THE STUDY
According to Jhingan (2009) defined interest rate. Interest is  rate is defined by Jhingan a payment made by a borrower to the lender for the money borrowed and is expressed at rate of present per year. Interest has been defined in economics as the payment for the services of capital. Keynes defined interest rate in terms of monetary process as a payment for the use of money or the reward for parting with the liquidity of money. The post classical economics defined interest rate as the drive for the use of borrowed funds. They also see it as the reward for the pure yield of capital or saving or forgone liquidity and the supply of money. These are various rates of interest in the financial system, but they are generally classified in two categories deposits and lending rates.
	Deposit rate are paid on savings and time deposits i.e. one month, three month, six month, and twelve months, and fixed deposits rate.
	Lending rate is interest changed on loans to customers and they vary according to perceived risk i.e. the duration of the loan.
1.9 DEFINITION OF THE KEY  This project work research would be in five chapters, the chapter one which is the introduction and general overview of the study gives basic insight and the concept of the study. Chapter two is review of literature of relevant existing literature related to the study. Chapter three contain\s the briefly history of the case study and research methodology. Chapter four is contain the presentations of data analysis and the testing of hypothesis.
Chapter five contain the general summary, conclusion and recommendations based on the result of analysis in chapter four.












CHAPTER TWO
LITERATURE REVIEW
2.1	INTRODUCTION
	National savings define as the sum of public and private saving of a nation. It is generally equal to a nation income minus consumption and government purchase. Growth theories have show that saving is a necessary ingredient to finance investment which would enhance a nation productivity.
Nation saving in kingdom of Bahra in represent 28% of GDP on average over the last twenty decade. Which is considered one of highest saving GDP ratio in emerging economic. Because of the availability of adequate saving  for production long run investment, Bauran had consistently achieved a hugs rate of growth with relative prices stability. 
	The objective of the current study is be estimate the nation al function for Bahran economy over the last twenty year; therefore the study tries is to answer the following question;
i. Is the effect of inflation on national saving rate significant? 
ii. Is the effect of interest rate on national saving rate significant
iii. Is the effect of real GDP growth rate on national saving rate significant? 
The study frame work depends on the life cycle model by Modigliani (1990) that represents the standard theory for the explanation of changes in saving over time across countries the attractive of the life cycle model for our analysis lies on both in its elegant formulation of the effect of growth and the interest rate on saving and the flexibility provided for incorporating other relevant theoretical consideration to form an integrated analytical framework without changing the basic structure of the model. 
The study adopts units root and consecration test, which allow for interrogatory in parameter and dynamic to examine the long run determinant of national saving rate in bahran during the period of the study. These techniques are more powerful than the conventional test and overcome the inconsistency problem of the flexed effect estimator typically employed in some previous studies of saving behavior. 
2.2	CONCEPTUAL FRAMEWORK
The accelerator theory of investment of investment of Clark (2005) positive that current investment is a function of changes in economic income. It explain net investment in terms expected growth in aggregate that is firm maintain a stable relationship between the stock of a capital and aggregate output. The rate of investment is proportional to the change in economy output. 
The Keynesian margin efficiency theory see investment decision has been depend on differentiae of two rate the internal rate of return in generated on investing on a particular asset and the prevailing market of interest.
James Tobin in 1969 put forth the Tobin a theory of investment they explain investment expenditure by relating the market value of financial assets ( equity and debit ) to the replace cost of it real assets because incremental return from capital audition exceed the cost or these addition. 
Neoclassical theory of investment showed that the demand for capital is determined by process of maximizing the purest value of the firm subject to a variety of market and non market constraint 
2.2.1. INTEREST RATE CORPORATE FINANCE
	There is no doubt a theoretical like exist between rate and financial structure of firm. Interest rate and operate through their influence on the cost of capital to their invest or as well as a return to various group savers. A change in the interest rate influence on the cost of capital to the rate were interest rate and thereby set motion a chain of responses influencing the desired level of capital stock and consequent speed of adjustment of the actual capital stock it desired level of ratio. Therefore the multiple effects of changes in the cost of bank debt on the overall cost depend among other thing on the share of the debt investment financing and on the cost of equality. 
	Further, the cost of equality is said a corporate a risk premium that first and then rises as the debt equality ration rises the resulting U- shaped cost of capital has been proved to have far reaching implication for the effectiveness of interest rate policy (Sandararajan 2001).
2.2.2 VOLATILITY’S IMPACT ON MARKET RETURNS  
	Many investors realize that the stock market is a volatile place to invest their money. The daily quarterly and annual moves can be dramatic, but it  is this volatility is a measure of dispersion around the means or average return  of a security one way to measure or moving average ( M.A) when the price are  virginity bunched together, the standard deviation is small when the price spread apart you have a relatively large standard deviation.
	For securities the standard deviation the greater than dispersion of return and the higher the risk associates with the investment. As described by modern portfolio theory (MPT) volatility create risk is associated with the degree of dispersion of returns around the average. The word the greater the chance of a lower them expected return the risk the invest (for more insight real modern portfolio theory, why it is still help and find the highest return with the spar ratio. 
	Another way to measure volatility is from to take the range of each period from the low price value to the high price value the range is then expressed as percentage of the beginning of period large movement in price creating a higher price result in higher volatility lower price range result in lower volatility with average true range. 
2.3	THEORETICAL FRAMEWORK
	Theories of interest rate to explain variable which determined interest rate. These theories differ because of difference of opinion as to whether rate are monetary or real phenomenon.
	Basic tenants of neo classical loan able fund theory of interest rate propounded by Dennis Robertson advocate that saving and investment are responsible for determination of interest rate is the price that equate the demand for investment such as purchase of capital goods. Construction et depend on the expected rate of profit as compared with the rate profit as compared with the rate of interest. This demand is mint by past saving or through this saving and are interest rate determined by the demand for and supply of capital. The demand for capital stems of four variable saving investment the desire to board and the money decision while the supply of capital result from saving in the community. 
	The Keynesian liquidity preference theory determines th interest rate by the demand for and supply of money in a stock theory. It emphasized that the rate of interest is purely a monetary phenomenon. It is stock analysis because it take the supply of money as given during the short run and determined the interest rate by liquidity preference or demand for money. The Keynesian theory implies that low interest rate as a component of cost administered is detrimental to increase savings and hence investment demand. They argues that increase in the real interest rate will have strong positive effect on saving which can be utilized in investment purpose thereby reusing the volume of productive investment. 
	The financial liberalization theory put forth by Mc kinnon and Shaw(1973) positively that interest rate regulation usually lead to low and negative real interest rate which stunts economic growth of developing countries the financial repression which low interest rate discourage  saving and thus shrinks investment the quality of investment will also be low because the project that would be undertake under a regime of repression would have a low rate deregulation would increase interest rate rise which  will encourage both save and investment thereby boosting economic growth both McKinnon and Shaw advocated that interest rate deregulation was needed to remedy true problem caused by financial regressive policy of developing countries. This study thus the structural adjustment programme of Nigeria when interest rate was deregulated as to observe the different direction, flow of investment in thus period 
	The body of literature review indicated that a lot of work has been indicated that a lot of work has been done in the area of interest rate and investment within the economy most of these studies concentrated on investment rate as it impact positively on the behavior with the naira. But not much has been done in trying to investment in Nigeria we found a gap in this area and this is the contribution that this study will provide for policy making.
2.4	EMPIRICAL REVIEW
	Davis (2013) explored the determine of saving in Ghana using the Phillips and Ouliairs (2000) residual based test for contegration to determine the long run relationship between serving and it determinant financial liberalization per capital income and inflation were found to have a positive and significant relation with saving. 
	Khalil and Haider (2013) explained the determinant of saving in persist an via the process of economic growth by using autro regressive distributed lag model (ARDL) bound testing approach for contegration techniques to check the robustness for long robustness for long run relationship and Econ for short run dynamics during the period (1974 – 2010) they find that the per capital income inversely related with nation saving rate both in long run and as well in short run significantly. 
	Wumi (2010) simulated the interrelationship among interest rate saving and investment in Nigeria between 1993 and 2010 using two stage least square method their result suggested that a market decrease in the real leading rate would not result automatically into increased domestic investment. 
	Eragha (2010) examined variation in interest rate and determination in Nigeria and deduced that investment has an indirect relation with interst rate variation and other varimable that housed.
	Ekwenan( 2005) studies interest rate and investment behavior in Nigeria a from the period 1976 – 2006 using time series data he found out that the behavior for investment have significant influence on interest rate and inflation rate and inflation rate.
	Majeed and Ahmad (2010) investigation the impact of interest rate the period investment in Jordan between 1990 and 2005 using co integration techniques the study found that the real interest rate has a negative impact on investment an increase in the real interest rate by 1% reduce the investment level by 44%.



















CHAPTER THREE
RESEARCH METHODOLOGY
3.1	INTRODUCTION 
 	This chapter covers the methods adopted in data collection restatement of the research question research hypothesis characteristics of the study population administration of data collection instruments, produce for processing and analysis of collected data, scope and limitation.
3.2	RESEARCH DESIGN 
	The research is design in a way to collect information relevant to the study topic; impact of interest rate in the level of saving and investment case study of Oceanic Bank Plc Lagos State. The information collected through the observation on person interview are then used in comparison with the hypothesis raised in chapter of the project.
3.3	SOURCE OF DATA 
	The process of collection data from purpose of this project was on primary and secondary source of data not collection relevant to the research work for chapter one and two secondary data were used as information was collected from the text book and past research work relating to topic however, data were collected from interview and personal observation but most data in this research are obtained from the secondary source which include the NDIC journal, the CBN statistical bulletin and journal the aim of this to ascertain the effect of document operation. Performance data of interest rate volatility on investment in Nigeria using econometric analysis.
3.4	POPULATION OF THE STUDY 
	In this project the research population was conducted personally from the human resource department in the organization.
	The staffs were classified into two different categories.
i.	The managers 
ii.	The junior staff
3.5	SAMPLE SIZE SAMPLE TECHNIQUES 
	In sampling important is attached to an organization concern and as such the selected size covered the area such as purpose store keeping saving investment department, marketing department, casher department and personal management and even the customer were include.
	Interview was conducted to cover those areas which equal sign since investment according to Keynes has an increase interest rate B3 being the coefficient of manufacturing capacity utilization is expected to be positive because investment would increase if terms increase the rate at which they utilize their capacity.
	Finally, B4 is expected to have positive signs since exchange rate today is partly dependent on the exchange rate of yesterday.
3.6	RESEARCH INSTRUMENT
	For the purpose of the data collection for the research work the following source was used together information:
i. Primary sources
ii. Secondary sources 
Primary sources are data gathered though the use of questionnaire and interview.
SECONDARY SOURCES 
Secondary sources: information are gathered through related publication, journal textbook. These secondary sources are acknowledge in references.
3.7	METHOD OF DATA ANALYSIS
	We used three criteria to evaluate the data obtained from the regression analysis. They are;
i.	Evaluation based on economic criteria
ii.	Evaluation based on statistical criteria evaluation based on economic criteria (A PRIOR EXPECTATION)
This entail examine the economic meaning fulingess of the model with regard to the expected signs of the parameter and their conformity or non conformity to economic twenty. 
The intercept term (Bo) i.e expected to separate because investment would fall if the other faction affecting it equal to zero B1 is expected have a positive sign since increase in GDP would bring about an increase investment B2 is expected to have a negative.
3.8	MODEL SPECIFICATION 
	The major instrument used by research work is questionnaire. It comprises of the personal information regarded the research topic.
	The administration of the questionnaire the research personally distributed the question during the hour before collection which were later collected for analysis in chapter four.


















CHAPTER FOUR
4.1	 DATA PRESENTATION ANALYSIS INTRODUCTION 
INTRODUCTION 
	This chapter deal with the presentation and analysis of data and information collected through the methodology adopted in the earlier chapter. 
The information on provided by respondent in the questionnaire will be analysis descriptive; statistics data analysis descriptive statistics are used in summarizing the data with a view to have meaningful representation of each item. 
4.2	DEMOGRAPHIC CHARACTERISTICS 
	The result of estimate model is presented in the table below. 
	Variable 
	Coefficient 
	Standard error
	T- value
	T- prob 
	Pary by 

	Constant 
	01.4076
	5.8019
	-0243
	0.8103
	0.0023

	GDP
	0.097204
	0.018366
	5.293
	0. 0000
	0.5284

	INTR
	-7264.6
	18051
	-0.402
	0.6913
	0.0064

	MCUR
	5632.8
	9182.4
	0.613
	0.5451
	0.148

	EXR
	1444.6
	2570.7
	0.562
	0.5792
	0.0125


Source: Field Survey, 2025.
  R2  = 0.82123
F – statistic = 28.11
Durbin Wastson = 1.15
Rss        =  4994567084
4.3	STATISTICAL RESULT
	The interpretation of above the statistical result in term of the co- efficient is given as follows.
The interpret is = 1.4076, this show that all explanatory variable are held constant investment will be -1.4076, the coefficient of GDP is 0.09720 this indicate a positive relationship between GDP and investment and that the unit increase in the GDP will increase invest by 0.09720 interest rate will also has negative coefficient -7264.6 this implies a negative GDP will relationship that investment and  that a unit increase in interest rate will reduce investment by 72646 unit. The coefficient of manufacturing capacity utilization rate has a positive relationship between MCUR with investment. It indicates that an appreciation in the MCUR will increase investment by 56328 unit. Exchange rate also has a possible coefficient this indicate that a unit change in exchange rate will change investment by 14446 unit. 
4.4	TEST OF HYPOTHESIS 
	Evaluation based on economic criteria:
This is a text carried out to ascertain or evaluate if the perimeters Conforms what the economic theory postulate. The prior test is summaries in the table below. 
	Variable 
	Expected Sign 
	Obtained Sign 
	Conclusion 

	GDP
	Positive (+)
	Positive (+)
	Conforms 

	TNTR
	Negative (-)
	Negative (-)
	Conforms

	MCUR
	Positive (+)
	Positive (+)
	Conforms

	EXR
	Positive (+)
	Positive (+)
	Conforms


Source: Field Survey, 2025.
 	Evaluation based on statistical criteria the R- square. The R2 from the regression result is 0.82123. this mean that the explanatory available in the investment to be 82% in other words of the variation investment is explainable by the independent variable is the models 
T – test 
	The T- test is employed to test the individual significant of the explanatory variables. The text is carried out under the following hypothesis 
Ho = null hypothesis 
Hi = Alternative hypothesis 
Decision Rule 
	Reject Ho  if call > (T tab) or accept if other wish 
N= number of observation
K= number of parameters
From the T distribution of two tail test for 25 observation and four (4) variable (n-k) = 25 -4 = 21 degree of freedom (df) the table value 28. 711=  + 0.208
	Variable 
	Expected Sign 
	Obtained Sign 
	Conclusion 

	Constant 
	0.243
	+0.208
	Not significant

	GDP
	5.2933
	+0.208
	Not significant

	TNTR
	-0.402
	+0.208
	Not significant

	MCUR
	0.613
	+0.208
	Not significant

	EXR
	0.562
	+ 0.208
	Not significant 


Source: Field Survey, 2025.
The – F – Test
	The F- test is used to test the overall significant of the model. It follow F- distribution with F freedom in the number and n-k degree of freedom in the denominator.
F = R2 / k-1
(1- R2) /n –k 
Decision rule reject Ho if F cal > + (tab) or to accept Ho if F cal < F(tab) statistical as show in the table is 2.8711 which is greater than the crucial F of 2.84 fro the decision rule we reject null hypothesis (Ho) and accept Alternative hypothesis (Hi) thus, implies of all the independent variable are significantly different from zero (O)
4.5	FINDINGS
	From the Durbin Wastson table we find Dl ( lower limit)to be 1.038 and the Du( the upper limit) to be 1.767, then the Durbin Wastson calculate is 0.0258 comprising the upper limit and Durbin wastson statistic, thus range O<D<Di. We reject the null hypothesis of positive auto correction and conclude that there is positive auto correction. 
TEST FOR MULTI CO LINEARITY
	Issued to check the linear co linearity among the explanatory variable used in the model, the test was carried out using correction matrix according to barry and Feldman (1985) criteria multi colnearity is not a problem if no correlation exceed “0.08”
	
	GDP 
	INV
	INTR
	MCUR
	EXR
	Remark 
	

	Constant 
	1.000
	
	-
	-
	-
	-
	

	GDP
	0.9016
	1.000
	-
	-
	-
	M
	

	TNTR
	0.09428
	0.03795
	100
	-
	M,nm
	-
	

	MCUR
	0.5023
	0.5177
	
	0.2733
	1.000 
	-
	

	EXR
	0.8151
	0.7609
	0.2186
	0.4478
	1.000
	minimum
	


Source: Field Survey, 2025.
From the table that INV and GDP corrected and GDP correlated. 
This show that the project are not regularly reviewed and performance report monthly.   

CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.0	SUMMARY 
	The study has revealed in details the varying impact of interest rate volatility investment decision in Nigeria. 
	An econometric analysis between the period 1981 – 2010. The macroeconomic variable used were GDP, INTR, MCUR, and EXR. This is in line with the important role of investment in the efficient operation of the deregulated economy: investment is manly determined by the availability saving level of output expected.
 	The Nigeria economy witness such financial repression on the early 1980s there were rigid exchange and interest rate controls resulting on lower direct investment. Funds were in adequate as there was a general problem in the economy. Monetary and credit aggregate moved rather sluggishly, consequently there was a persistent pressure on the financial sector, which in turn necessitated a liberalization of the financial system. In response on that development, the government deregulated interest rate in 1987 as part of the structure adjustment programme (SAP) policy package. The government in January 1994 out light introduces some measure of regulation into interest rate management. 
	The regression analysis through at least square (OLS), used 30 observation with a model which shows that interest rate has a negative relationship with inve4stment. From above chapter the important if investment cannot be cover emphasized. It is also showed that in a developing nation like Nigeria saving encourage investment.
5.1	CONCLUSION
	These research work shows that saving showed be encourage by reducing interest rate which will ultimately lead to an increase in saving and hence investment. It has been showed through this research work that interest rate could be used to mobilize financial saving into production investment.
	Finally, the anticipate, increase relationship between interest and investment was not established by this and hence in order to facilitate increase investment in the Nigeria economy saving should encourage through the increase interest rate.
5.2	RECOMMENDATION
	Our objectives in the study are to estimate the impact of interest rate volatility in investment in the country. An econometric analysis between the periods 1981 -2015 to give suggestion as how to manage successfully the public sector for an optimum investment in the country. Also to proper suggestion for sound interest rate management that will make an optimum investment climate in Nigeria. 
	This is because economic  growth and development came from investment, in the light of the researcher’s finding, the recommendation are; 
i. Government should massively embarks on large scale agricultural, manufacturing, industrialization etc and equally encourage small and medium scale enterprise ( SMG). Public, private partnership (PPP) should also be encourage by government for efficient and production. These would go along way to relieve our country which has been having solely on crude petroleum. 
ii. Monetary authorize should make policy which would help to boost the saving culture of the people. This called be done by deposit their money in banks there by increase the supply of loan able fund. This would leads to fall in interest rate and eventually rise in investment. 
iii. The CBN should be autonomous from the control of the government.
In this way, the CBN can establish open market operation (OMO) for government borrowing. This will not limit government expenditure to their revenue but will help to stabilize the investment rate according to the dedication of the free market by this the traditional relationship between interest rate and public investment will be restored.
iv. The policy market should embark on a policy that will reduce interest rate as well  stimulate investment and increase output proper implementation and co-ordination of policy objective should be rigorously pursed implementation of policy is usually multidimensional and hence call for effective co-ordination among the various government department, bank and other relevant sectors. Since saving encourage investment and income lead to saving, the researcher, therefore recommend programms or policy by government that will facilitate increased income lever of under developed citizen order to ensure sufficient serving that bring about high rate of investment which will lead to economic growth and development. 
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