[bookmark: _Hlk196698662]CHAPTER ONE
INTRODUCTION
1.0	Background of the Study
Deposit money banks, often referred to as commercial banks, are financial institutions that accept deposits from the public, create credit, and provide loans and other services such as wealth management and foreign exchange. These banks form the backbone of an economy by facilitating financial transactions, supporting economic development, and enhancing capital flow. Their operations are critical to the financial stability of a country, as they play a significant role in the monetary system. In Nigeria, deposit money banks are highly regulated by the Central Bank of Nigeria (CBN), which establishes and enforces rules governing banking activities, including interest rates, capital adequacy, and liquidity requirements.
Deposit money banks hold a unique position in the economy due to their dual role in collecting deposits from the public and lending these funds to individuals and businesses. This process is essential for ensuring a continuous flow of money within the economy. Additionally, these banks engage in foreign exchange, help manage inflation, and support government economic policies through credit creation and monetary interventions (Adegbie & Olamide, 2021).
With the emergence of fintech and digital banking, traditional deposit money banks have been forced to innovate and adopt new technologies to meet customers' evolving needs. For instance, online banking platforms, mobile banking apps, and blockchain technology have become integral to the banking experience in the 21st century. This innovation ensures better customer engagement, faster services, and more efficient financial operations (Oluwaseun, 2022).
In Nigeria, deposit money banks like Guaranty Trust Bank (GTBank) have established themselves as leaders in the market by adapting to these changes while maintaining strong customer relationships and financial health. Through efficient management practices, enhanced service delivery, and constant investments in technology, they have become integral to the economic progress of the nation (Ogundipe & Adebayo, 2023).
The financial performance of deposit money banks is a critical aspect of their operations and success. It is commonly assessed using a variety of financial metrics such as profitability, liquidity, return on assets (ROA), return on equity (ROE), capital adequacy, and asset quality. Profitability is a key indicator, often measured through metrics such as net interest margin (NIM) and earnings per share (EPS). High profitability ensures that banks can maintain their capital structure, expand operations, and pay dividends to shareholders, thus enhancing their stability and reputation in the market.
Liquidity, another important indicator, refers to the bank's ability to meet short-term obligations without incurring significant losses. The ability to maintain optimal liquidity is essential for protecting depositors' funds and ensuring the smooth operation of the financial system. A balance between profitability and liquidity is a hallmark of well-managed deposit money banks (Aliyu & Yusuff, 2020).
The financial performance of deposit money banks can also be assessed through their risk management strategies. Effective risk management ensures that banks are prepared for economic downturns and unexpected financial crises. For example, a solid credit risk management framework ensures that loan defaults are minimized, while proper operational risk management safeguards against potential losses due to internal or external factors (Adeleke & Salami, 2021). In the case of Guaranty Trust Bank (GTBank), consistent strong financial performance has been attributed to effective risk management and a disciplined approach to lending and capital allocation (Olawale & Balogun, 2022).
In Nigeria, deposit money banks face several challenges that can impact their financial performance. These include regulatory changes, economic volatility, currency fluctuations, and competition from both traditional and non-traditional financial institutions. However, strong banks like GTBank have been able to mitigate these challenges by diversifying their revenue streams, adopting digital banking technologies, and expanding their product offerings to include services like wealth management and investment banking (Durojaiye & Oyenuga, 2023).
Corporate governance refers to the systems, rules, and practices that direct and control an organization’s operations, ensuring accountability and transparency among stakeholders. In the context of deposit money banks, corporate governance is crucial for ensuring that banks are managed in a manner that aligns the interests of shareholders, management, customers, and regulatory bodies. Effective governance practices are particularly important for maintaining the integrity of financial reporting, compliance with regulatory standards, and managing risks associated with banking operations (Elumelu & Adegoke, 2020).
For banks like Guaranty Trust Bank (GTBank), corporate governance structures typically include a board of directors, an audit committee, risk management committees, and internal control systems. These governance structures work to ensure that financial performance is consistently monitored and that proper checks and balances are in place to minimize conflicts of interest and enhance decision-making. In Nigeria, regulatory bodies like the Central Bank of Nigeria (CBN) and the Securities and Exchange Commission (SEC) provide corporate governance codes that banks are required to follow (Akinyele & Oladipo, 2023).
1.2	Statement of Problem.
The Nigerian banking sector has faced significant financial challenges, particularly in terms of liquidity management. These challenges, which have at times led to financial instability, have also triggered mergers and acquisitions as survival strategies. Key contributors to liquidity problems in banks include non-performing loans, risky investments, economic instability, and weak risk management practices. For banks like Guaranty Trust Bank (GTBank), liquidity issues may still arise despite having a strong corporate governance framework if those practices are not consistently enforced (Akinyemi & Ajayi, 2021).
Corporate governance plays a pivotal role in addressing liquidity challenges by ensuring proper risk management, transparency, and accountability in decision-making processes. Weak corporate governance can exacerbate liquidity problems, leading to ineffective management of resources and increased vulnerability to financial crises (Owolabi & Ajibade, 2020). Conversely, strong governance mechanisms can strengthen financial stability, improving a bank’s ability to manage liquidity risks and financial performance (Adebisi & Akinlo, 2022).
In response to persistent liquidity problems, mergers offer a potential solution for banks. Mergers can lead to economies of scale, a strengthened capital base, diversification of risks, and improved customer confidence. For banks facing liquidity constraints, mergers can provide the financial stability necessary to remain competitive in a volatile market (Ifeanyi & Obi, 2023).
This study aims to assess the impact of corporate governance on the financial performance of GTBank, focusing on how governance practices influence liquidity management and how mergers can serve as a strategy to address liquidity challenges in Nigerian banks.
1.3 RESEARCH QUESTIONS
i. How does the relationship between board composition and the financial performance of GTBank?
ii. How does the effectiveness of the audit committee influence the financial performance of GTBank?

1.4 Objectives of the Study
i. To evaluate the relationship between board composition and the financial performance of GTBank.
ii. To assess how audit committee effectiveness influences GTBank’s financial outcomes.

1.5	RESEARCH HYPOTHESIS
H1: There is a significant relationship between board composition and the financial performance of GTBank.
H2: The effectiveness of the audit committee has a significant impact on the financial performance of GTBank.
1.6	SCOPE OF THE STUDY
	This study focuses on examining the relationship between corporate governance and financial performance, with Guaranty Trust Bank (GTBank) serving as the case study. The scope is limited to GTBank due to its prominence in Nigeria's banking sector, consistent financial performance, and adherence to corporate governance best practices. The research investigates key corporate governance components, including board composition, audit committee effectiveness, ownership structure, and managerial accountability, and how these influence the bank’s financial performance indicators such as return on assets (ROA), return on equity (ROE), and net profit margin.
Geographically, the study is limited to GTBank's operations within Nigeria, even though the bank has subsidiaries in other African countries and the United Kingdom. This geographical limitation ensures a focused and manageable analysis, taking into account the regulatory environment of the Central Bank of Nigeria (CBN) and the corporate governance code issued by the Financial Reporting Council of Nigeria (FRCN).
1.7	Significance of the study
This study is significant in several ways, as it provides insights into how corporate governance practices affect the financial performance of deposit money banks, using GTBank as a case study. The findings are expected to benefit various stakeholders within the banking and financial services sector in Nigeria and beyond.
For the banking industry, the study will serve as a valuable reference for improving corporate governance structures. It highlights the importance of strong board oversight, effective audit committees, transparent ownership structures, and accountable management in driving financial performance. Such insights can help banks adopt better governance practices to enhance profitability, efficiency, and shareholder value.
For policymakers and regulators, such as the Central Bank of Nigeria (CBN) and the Financial Reporting Council of Nigeria (FRCN), the research offers evidence-based recommendations for strengthening regulatory frameworks on corporate governance. This is especially relevant in ensuring financial system stability and minimizing risks associated with poor governance.
For investors and shareholders, the study provides information that will guide investment decisions, as sound corporate governance is often associated with better financial health and lower risk. Understanding how governance practices influence performance will help investors make more informed choices.
For academic researchers and students, the study contributes to the existing literature on corporate governance in emerging economies. It also serves as a foundation for further research on governance practices across other banks or sectors.
For GTBank, the study may reveal areas of improvement in its governance mechanisms and help it maintain or enhance its competitive edge in the banking sector.
By evaluating the link between governance and performance, the study underscores the strategic role of corporate governance in achieving sustainable financial growth.
1.8	LIMITATION OF THE STUDY
This study is limited in several respects. Firstly, it focuses solely on Guaranty Trust Bank (GTBank), which may restrict the generalizability of the findings to other deposit money banks in Nigeria. While GTBank is a leading financial institution, its corporate governance structure and financial performance may differ significantly from those of other banks. Secondly, the study relies heavily on secondary data such as annual reports and financial statements, which may not fully capture internal governance challenges or informal practices. The use of primary data through interviews or questionnaires may also face limitations due to restricted access to key personnel and potential bias in responses. Additionally, the study is confined to the period between 2020 and 2024, which may not reflect long-term trends or the impact of recent regulatory changes. Finally, external factors such as economic instability, inflation, or changes in monetary policy, which could also influence financial performance, are not deeply analyzed, thereby limiting the study’s ability to isolate corporate governance as the sole determinant.
1.9	DEFINITION OF TERMS
1. Corporate Governance: Corporate governance refers to the system of rules, practices, and processes by which a company is directed and controlled. It involves balancing the interests of stakeholders such as shareholders, management, customers, regulators, and the wider community (Tricker, 2019).
2. Financial Performance: Financial performance is a measure of how well a firm uses its assets to generate revenue and profit. It is typically assessed using indicators such as Return on Assets (ROA), Return on Equity (ROE), Net Profit Margin, and Earnings Per Share (EPS).
3. Deposit Money Banks These are financial institutions licensed by the Central Bank of Nigeria (CBN) to accept deposits from the public, provide loans, and offer other financial services. GTBank is an example of a deposit money bank in Nigeria.
4. Board Composition: Board composition refers to the structure of the board of directors, including the number of executive and non-executive directors, their qualifications, independence, and diversity, which influence governance effectiveness.
5. Audit Committee: An audit committee is a subcommittee of the board of directors responsible for overseeing financial reporting, internal controls, and compliance with regulatory standards. Its effectiveness is crucial to maintaining transparency and accountability.
6. Ownership Structure: This term describes the distribution of ownership rights in a company, including the proportion held by individuals, institutional investors, or government bodies. Ownership structure can affect decision-making and control within the bank.
7. Management Accountability: Management accountability refers to the obligation of the bank's executives to act in the best interests of stakeholders and to be answerable for their actions and decisions through proper reporting and transparency.


CHAPTER TWO
LITERATURE REVIEW
2.1 INTRODUCTION
This chapter presents a comprehensive review of existing literature related to corporate governance and its impact on the financial performance of banks, with a particular focus on Guaranty Trust Bank (GTBank). The purpose of this chapter is to establish a theoretical foundation for understanding how various corporate governance mechanisms, particularly board composition and the effectiveness of audit committees, influence the financial outcomes of banks.
The chapter begins by reviewing key concepts in corporate governance, followed by a detailed examination of how board composition, as a governance structure, affects the decision-making processes within financial institutions. The literature also explores the crucial role of audit committees in ensuring financial accountability, transparency, and stability, which are essential for the financial health of banks.
In addition to these specific governance mechanisms, this chapter highlights relevant empirical studies that examine the relationship between corporate governance and financial performance in the banking sector. These studies provide insights into how governance structures impact key financial indicators such as profitability, liquidity, and overall financial stability.
By synthesizing findings from various sources, this literature review aims to identify gaps in existing research and provide a clear theoretical framework for evaluating the impact of corporate governance on the financial performance of GTBank. The insights gained from this review will help inform the research hypotheses and guide the subsequent analysis of the relationship between corporate governance and financial performance in the Nigerian banking sector.

2.2	CONCEPTUAL FRAMEWORK
2.2.1	CONCEPT OF CORPORATE GOVERNANCE 
The concept of corporate governance takes its lead from a Greek word “kyberman” meaning to steer, guide and govern; it then revolved to Latin, where it was known as “gubernare” and to French as “governor”. To be precise, corporate governance is the process of decisions making and the process by which decisions may be implemented, hence forth, it has much a different meaning to different organizations (Abu-Tapanjeh, 2008). In recent years, corporate governance was seen as a system of checks and balances between/among the board, management and investors so as to produce an efficiently functioning corporation, ideally geared to produce long-term value (Brancato and Plath, 2013). Jayashree (2016) defines it thus: “Corporate Governance when used in the context of business organization is a system of making directors accountable to shareholders for effective management of the companies in the best interest of the company and the shareholders along with concern for ethics and values.
Corporate governance refers to the system by which companies are directed and controlled. It involves the structures, processes, and relationships through which corporations are managed, ensuring that the interests of all stakeholders, including shareholders, employees, customers, and regulators, are considered. In essence, corporate governance dictates how decisions are made, who has the authority to make them, and how the interests of various stakeholders are aligned with the overall objectives of the organization. Effective corporate governance is vital for promoting transparency, accountability, and ethical conduct, ultimately contributing to the sustainable success of the company. Particularly in financial institutions such as banks, good governance ensures that risks are properly managed and resources are allocated efficiently, reducing the possibility of financial mismanagement and crises (Alhassan, 2021). This is especially crucial for banks, as their primary role involves managing public trust and handling large volumes of capital, and any lapse in governance can lead to significant financial and reputational consequences.
In the banking sector, corporate governance is a fundamental determinant of financial performance. Strong governance structures help ensure that a bank operates within the bounds of regulations, maintains adequate liquidity, and practices sound risk management strategies. This is important because banks are highly regulated entities that are often exposed to significant risks, including credit risk, market risk, operational risk, and liquidity risk. Therefore, a well-structured governance framework that includes an effective board of directors, audit committee, and robust internal controls is crucial for mitigating these risks and maintaining financial stability (Ahmed & Baig, 2020). Poor governance can result in financial instability, poor decision-making, and weak risk controls, ultimately affecting the bank's profitability and its ability to meet its obligations. Consequently, effective corporate governance has a direct impact on a bank's financial performance, including key metrics such as profitability, asset quality, capital adequacy, and liquidity (Akinbode & Olayanju, 2022). Furthermore, financial institutions with sound governance structures are better positioned to attract investments, maintain stakeholder confidence, and ensure long-term growth.
The core components of corporate governance include the board of directors, the audit committee, and shareholder rights. The board of directors is responsible for overseeing the management of the bank, ensuring that it operates in the best interests of shareholders and other stakeholders. A well-composed board that includes both executive and non-executive directors brings diverse expertise, which enhances decision-making and oversight (Kariuki & Kinyua, 2021). The composition of the board is critical because it influences the level of independence, transparency, and accountability within the bank’s governance structure. Non-executive directors, especially those with relevant expertise in banking and finance, can provide objective oversight, challenge management decisions when necessary, and bring valuable perspectives to strategic decisions. Additionally, the separation of the roles of CEO and Chairman of the Board can prevent any concentration of power, ensuring that there is a check and balance in decision-making processes (Thompson, 2023). This structure helps improve the quality of corporate governance by making management more accountable and reducing potential conflicts of interest.
Another essential governance mechanism in banks is the audit committee. The audit committee is responsible for ensuring the integrity of the bank's financial reporting, monitoring internal controls, and overseeing the external auditing process. An independent and effective audit committee helps to ensure that the bank’s financial statements are accurate, reliable, and free from material misstatements. In addition, the committee plays a crucial role in identifying and addressing any weaknesses in internal controls or financial reporting procedures (Okoye & Ige, 2020). The role of the audit committee in safeguarding the integrity of financial statements and ensuring compliance with regulatory standards cannot be overstated, as poor financial reporting can lead to significant financial losses and reputational damage. Studies have shown that banks with strong and independent audit committees are less likely to face financial scandals and regulatory penalties, and they tend to perform better financially in the long term (Chijioke & Ogunleye, 2021). As such, the effectiveness of the audit committee is a crucial determinant of a bank's financial performance and overall corporate governance.
Corporate governance also includes the protection of shareholder rights. Shareholders, particularly institutional investors, play a significant role in shaping the governance practices of banks. Ensuring that shareholders' rights are protected and that they have an avenue for participating in key decisions through mechanisms like annual general meetings (AGMs) fosters transparency and accountability. Shareholder engagement can encourage management to adopt strategies that maximize long-term shareholder value and safeguard the interests of all stakeholders (Owolabi & Olowookere, 2023). Furthermore, ensuring that shareholders have access to timely and accurate information about the bank’s financial status and governance practices strengthens market confidence and supports the bank’s financial performance. Proper engagement with shareholders also ensures that management remains aligned with the interests of the owners and stakeholders, minimizing the risk of decisions that could undermine the bank’s financial stability (Olawale & Ojo, 2022).
Finally, adherence to regulatory compliance is a fundamental component of corporate governance in banks. Regulatory frameworks, such as the Basel Accords and national banking regulations, are designed to ensure that banks maintain adequate capital, follow sound risk management practices, and operate within legal and ethical boundaries. Effective governance helps ensure that the bank complies with these regulations, thereby minimizing the risk of regulatory penalties and maintaining financial stability (Adebayo & Ayo, 2021). For example, the Central Bank of Nigeria (CBN) and other regulatory bodies impose stringent rules on banks to ensure that they operate safely and soundly. A bank that adheres to these regulations is more likely to avoid legal challenges, reputational damage, and financial instability, which positively influences its overall financial performance.
Corporate governance plays a pivotal role in the financial performance of banks by ensuring that management is accountable, risks are properly managed, and shareholder interests are protected. The board of directors, the audit committee, shareholder rights, and regulatory compliance are all key components that contribute to effective corporate governance in financial institutions. Banks with strong governance frameworks are better able to manage risks, maintain liquidity, and perform well financially, which ultimately enhances investor confidence and promotes long-term sustainability. In the case of Nigerian banks like GTBank, good corporate governance practices are essential for maintaining financial stability, meeting regulatory requirements, and ensuring profitability (Akinbode & Olayanju, 2022; Alhassan, 2021).

2.2.2 CONCEPT OF FINANCIAL PERFORMANCE
Financial performance is a critical metric that is widely used to evaluate the success of a business or organization in utilizing its resources to generate revenue and profit. In essence, it represents the effectiveness and efficiency with which a company manages its assets to achieve financial goals over a specific period. Financial performance serves as a key barometer for stakeholders, including investors, creditors, management, and regulators, in assessing the financial health and stability of a company. For banks, such as GTBank, financial performance is particularly important as it influences not only the bank’s ability to sustain profitability but also its capacity to meet regulatory standards, ensure liquidity, and create value for shareholders (Olowokere, 2020).
Financial performance is typically assessed through various financial metrics and ratios that reflect a company’s profitability, liquidity, solvency, and operational efficiency. The most common indicators of financial performance include profitability ratios, return on assets (ROA), return on equity (ROE), earnings per share (EPS), liquidity ratios, and operational efficiency measures. These metrics provide valuable insights into the company’s ability to generate income, manage its short-term and long-term obligations, and utilize its resources effectively to achieve strategic objectives (Kariuki & Kinyua, 2021). Each of these indicators contributes to an overall understanding of a company’s financial health, which is essential for making informed investment decisions and managing risks.
One of the primary components of financial performance is profitability, which refers to a company's ability to generate profits relative to its sales, assets, or equity. Profitability ratios, such as net profit margin, gross profit margin, ROA, and ROE, provide insights into how effectively a company is generating profit from its resources. Return on assets (ROA) measures the ability of a company to generate profit from its assets, while return on equity (ROE) evaluates how efficiently a company uses its equity to generate profit (Odebiyi & Olajide, 2020). For banks like GTBank, profitability is a critical indicator as it not only ensures the financial viability of the bank but also increases investor confidence and provides the resources necessary for expansion and business development. A bank that demonstrates strong profitability is more likely to secure additional capital, maintain liquidity, and sustain growth, all of which are key drivers of long-term success.
In the banking sector, liquidity is another essential aspect of financial performance. Liquidity refers to a company’s ability to meet its short-term financial obligations, such as repaying depositors and servicing its short-term debt. Banks, by nature, have a high volume of short-term liabilities and assets, and their ability to maintain sufficient liquidity is vital for day-to-day operations. Liquidity ratios, such as the current ratio and quick ratio, are commonly used to measure a company’s ability to manage short-term obligations without facing significant financial distress (Adebayo & Ayo, 2021). For banks, managing liquidity effectively is crucial for maintaining customer trust, managing risks, and ensuring smooth operations, especially in times of financial uncertainty. A bank with a strong liquidity position can meet withdrawal demands, respond to changes in interest rates, and continue lending activities, all of which contribute to its financial performance.
Another key element of financial performance is solvency, which refers to a company’s ability to meet its long-term financial obligations. Solvency is a critical aspect for banks because it indicates their capacity to remain financially stable over the long term. Solvency ratios, such as the debt-to-equity ratio, measure the proportion of a company’s financing that comes from debt relative to equity. A higher debt ratio can indicate increased financial risk, as it suggests that a bank is relying more on debt financing than equity, potentially leading to financial strain during times of economic downturns or market volatility (Thompson, 2023). For banks like GTBank, maintaining an optimal balance between debt and equity is necessary to ensure that they can meet both short-term and long-term obligations without jeopardizing their financial stability. A highly leveraged bank is more vulnerable to financial distress, which can negatively impact its overall financial performance.
Operational efficiency is also a key measure of financial performance. Efficiency ratios, such as the asset turnover ratio and operating efficiency ratio, assess how effectively a company uses its assets to generate revenue. In the case of banks, operational efficiency is often related to the ability to manage operating costs, such as administrative expenses, staff costs, and technology infrastructure, relative to revenue generation. An efficient bank can minimize unnecessary costs while maintaining high service quality, thereby improving its profitability. For GTBank, achieving high levels of operational efficiency allows the bank to deliver competitive products and services, attract new customers, and generate more revenue from its operations. On the other hand, inefficiencies in operations, such as excessive administrative costs or ineffective utilization of assets, can erode profitability and reduce the bank’s ability to compete in the financial market (Kariuki & Kinyua, 2021).
Another critical component of financial performance is the concept of risk management. In the banking sector, managing various types of financial risks—such as credit risk, market risk, and operational risk—is essential for ensuring long-term stability and profitability. Banks face significant risks associated with lending activities, exposure to market fluctuations, and operational challenges. Effective risk management strategies, such as diversifying loan portfolios, managing interest rate exposure, and implementing robust internal controls, help banks minimize potential losses and safeguard their financial health. GTBank’s ability to manage these risks effectively plays a vital role in its overall financial performance. A bank that fails to adequately address risks can face significant losses, leading to a decline in profitability and shareholder value (Adebayo & Ayo, 2021).
Corporate governance is also intricately linked to financial performance. The governance structures and practices of a bank can significantly influence its financial outcomes. Effective corporate governance ensures that the bank’s management team makes informed, ethical, and accountable decisions that align with the interests of shareholders and other stakeholders. The board of directors and audit committee play key roles in overseeing financial performance by ensuring transparency, accountability, and ethical decision-making. A bank with a strong corporate governance framework is more likely to exhibit sustainable financial performance, as governance structures help mitigate risks, prevent fraud, and ensure compliance with regulations (Odebiyi & Olajide, 2020). For GTBank, strong corporate governance practices are essential in maintaining investor confidence, managing risk, and achieving long-term financial success.
In addition to internal factors, external factors also influence financial performance. Economic conditions, such as inflation, interest rates, and economic growth, can have a profound impact on a bank’s profitability and risk exposure. Regulatory changes, such as changes in capital adequacy requirements or interest rate policies, can also affect financial performance. For example, higher capital adequacy requirements may require banks to hold more reserves, which can limit their lending capacity and reduce profitability in the short term. Similarly, changes in interest rates can influence a bank’s net interest margin, affecting its ability to generate income from loans and investments (Akinbode & Olayanju, 2022). Banks must therefore be adaptable to changes in both the economic and regulatory environment to maintain strong financial performance.
In conclusion, financial performance is a multifaceted concept that encompasses profitability, liquidity, solvency, operational efficiency, and risk management. For banks like GTBank, maintaining strong financial performance is crucial for sustaining growth, ensuring regulatory compliance, and creating value for shareholders. Effective corporate governance plays a vital role in shaping financial performance by providing the necessary oversight and ensuring that strategic decisions are made in the best interest of the bank and its stakeholders. Additionally, external factors, such as economic conditions and regulatory changes, influence the financial performance of banks, making it essential for banks to be responsive to these factors in order to maintain financial stability and profitability (Olowokere, 2020).

2.2.3 CONCEPT OF DEPOSIT MONEY BANK
Deposit money banks, often referred to as commercial banks, are financial institutions that provide a wide range of financial services, primarily focusing on accepting deposits and making loans. These banks play a crucial role in the financial system by facilitating the movement of money within the economy, promoting economic development, and providing businesses and individuals with access to capital. The core functions of deposit money banks are centered around their ability to receive deposits from the public and lend money to various sectors of the economy, including households, businesses, and government entities (Adebayo & Olayanju, 2021). This process is fundamental to economic growth as it ensures the efficient allocation of resources, promotes investment, and supports consumption.
Deposit money banks act as intermediaries between savers and borrowers, a role that is central to the functioning of the modern financial system. Savers deposit their money into the bank with the expectation of earning interest or earning returns through various financial products, while borrowers access the bank’s funds in the form of loans for consumption or investment purposes. The difference between the interest rate paid to depositors and the interest rate charged to borrowers is known as the bank's net interest margin (Kariuki & Kinyua, 2021). This margin is one of the primary sources of revenue for deposit money banks, and it directly influences their profitability and financial stability.
One of the most important characteristics of deposit money banks is their ability to create money. Through the process of fractional reserve banking, banks are able to lend out a portion of the deposits they receive, thereby increasing the money supply in the economy. This money creation process is regulated by central banks, which set reserve requirements that determine the minimum amount of reserves that commercial banks must hold against their deposits. The central bank's role in regulating money supply is crucial for maintaining economic stability and controlling inflation. As a result, deposit money banks are an integral part of the broader monetary system (Adebayo & Ayo, 2021).
In addition to providing loans and accepting deposits, deposit money banks offer various financial services designed to meet the needs of their customers. These services typically include current accounts, savings accounts, fixed deposits, electronic banking, remittance services, and foreign exchange transactions. By offering these services, deposit money banks support both individual and corporate clients in managing their finances. Current accounts, for example, provide individuals with a safe place to store their money and facilitate everyday transactions, while savings accounts help customers accumulate interest on their deposits (Olowokere, 2020). For businesses, banks offer products that help manage cash flow, such as business loans, lines of credit, and merchant services, which allow for seamless payments and financing.
The regulatory framework surrounding deposit money banks is designed to ensure financial stability, protect depositors, and maintain public confidence in the banking system. Central banks, such as the Central Bank of Nigeria (CBN) or the Federal Reserve in the United States, are responsible for overseeing the activities of deposit money banks and enforcing banking regulations. These regulations include requirements for capital adequacy, liquidity, and solvency, as well as guidelines for risk management, anti-money laundering practices, and customer protection (Odebiyi & Olajide, 2020). By maintaining strict oversight, regulatory authorities aim to prevent banking crises, ensure that banks are adequately capitalized, and mitigate systemic risks that could negatively impact the economy.
In many countries, deposit money banks are also required to meet certain capital adequacy ratios to safeguard against financial instability. These ratios ensure that banks have sufficient capital to absorb potential losses, thereby preventing insolvency and protecting the interests of depositors. For instance, the Basel III regulations, which were introduced after the 2008 financial crisis, require banks to maintain higher levels of capital to increase their resilience in times of economic stress. The capital adequacy ratio is just one example of the many regulatory measures that banks must adhere to in order to maintain their operational license and continue providing services to the public (Thompson, 2023).
Moreover, deposit money banks have an important role to play in the credit creation process. By lending out a portion of their deposits, banks are able to increase the money supply in the economy, which can be used to finance business expansions, infrastructure projects, and personal consumption. This process is essential for stimulating economic growth, particularly in developing economies where access to capital can be limited. In turn, the availability of credit influences investment decisions and fosters entrepreneurial activities, which are essential for job creation and poverty reduction (Adebayo & Ayo, 2021). Therefore, the ability of deposit money banks to effectively manage their loan portfolios is crucial to supporting economic development.
Deposit money banks also act as important facilitators of international trade and investment. Through services such as foreign exchange transactions and trade finance, they enable businesses to conduct cross-border transactions and manage currency risk. For example, GTBank, like many other commercial banks, provides foreign exchange services that allow businesses to convert one currency into another, thus facilitating international trade. Additionally, banks play a critical role in trade financing by offering products like letters of credit and trade credit insurance, which help reduce the risks associated with cross-border transactions (Kariuki & Kinyua, 2021). This role is particularly important in the globalized economy, where trade flows and investment opportunities transcend national borders.
Furthermore, deposit money banks are key players in financial inclusion, which is an important goal for economic development, especially in developing nations. Financial inclusion refers to the ability of individuals and businesses to access affordable and appropriate financial services. Through the provision of basic banking services such as savings accounts, microloans, and insurance products, deposit money banks enable previously underserved populations to participate in the formal economy. For example, GTBank’s initiatives in mobile banking and branchless banking have played a significant role in expanding access to financial services in rural areas, contributing to financial inclusion efforts in Nigeria (Olowokere, 2020).
The operations of deposit money banks are also influenced by the dynamic nature of the global economy, where factors such as technological advancements, regulatory changes, and economic shifts affect the banking landscape. For instance, the rise of digital banking and fintech solutions has transformed the way banks interact with customers. Through mobile banking apps and online platforms, deposit money banks can now offer a wider range of services, making banking more accessible and convenient. However, these technological advancements also introduce new risks, such as cybersecurity threats and the potential for financial fraud, which banks must address through robust risk management strategies and the adoption of new technologies (Akinbode & Olayanju, 2022).
Deposit money banks are central to the functioning of the financial system and the broader economy. They provide essential services that support savings, investment, and economic development, while also managing risks through careful regulation and oversight. By offering loans, accepting deposits, and facilitating financial transactions, these banks contribute to the creation of wealth and the smooth operation of the economy. In addition to their traditional functions, deposit money banks also play a key role in promoting financial inclusion, facilitating international trade, and responding to technological changes in the banking industry. As such, the concept of deposit money banks is integral to understanding the functioning of modern economies and their ability to support sustainable growth.

2.2.4 CORPORATE GOVERNANCE AND ITS IMPACT ON FINANCIAL PERFORMANCE
Corporate governance refers to the systems, principles, and processes by which companies are directed and controlled. It involves a framework of rules and practices that govern the relationship between a company's management, its board of directors, shareholders, and other stakeholders. Good corporate governance ensures transparency, accountability, and fairness in a company's operations, fostering long-term business sustainability and creating value for shareholders. It also involves compliance with legal and regulatory frameworks to ensure that companies operate within the established norms (Jensen & Meckling, 2020).
The concept of corporate governance plays a crucial role in the financial performance of companies, especially in the banking sector. Financial performance refers to how well a company can use its assets to generate revenue and profits. The banking industry, due to its high level of regulation, its need for maintaining public trust, and its role in the economic system, requires a strong governance structure to ensure effective performance and mitigate potential risks. The role of corporate governance in shaping financial performance is multi-dimensional and encompasses the structure of the board, the effectiveness of internal control systems, the role of the audit committee, risk management strategies, and the alignment of managerial interests with those of shareholders.
One of the key elements of corporate governance is the composition of the board of directors. A well-structured board with diverse expertise and experience can significantly influence the financial outcomes of a bank. The board’s primary role is to oversee management, ensure that the bank’s strategy aligns with its goals, and ensure that resources are utilized efficiently. According to Lipy et al. (2022), boards with a diverse mix of skills and backgrounds tend to make better strategic decisions, which can have a positive impact on the bank’s profitability and overall performance. For example, a board with members possessing financial expertise and experience in banking regulations will likely provide better oversight in terms of risk management, compliance, and financial strategies, ultimately leading to improved financial performance.
Furthermore, the separation of the roles of CEO and board chairman is another important aspect of corporate governance that affects a bank's financial performance. This separation ensures a clear division of power, preventing conflicts of interest and promoting checks and balances within the organization. When the roles are combined, there may be a risk of poor decision-making and inadequate oversight, potentially leading to financial mismanagement or corporate scandals (Adebayo & Ayo, 2021). Studies have shown that banks with independent board members and separate leadership roles tend to experience better financial performance, as the board can offer objective oversight, contributing to more informed and strategic decisions (Olowokere, 2020).
Corporate governance also involves the effective functioning of the audit committee, which is responsible for overseeing financial reporting, internal controls, and compliance with relevant regulations. The audit committee’s role is particularly crucial in banks, as accurate financial reporting is vital for maintaining stakeholder confidence and ensuring regulatory compliance. The committee is tasked with monitoring the integrity of financial statements, ensuring that proper accounting practices are followed, and reviewing the effectiveness of internal controls and risk management systems. Research by Kariuki & Kinyua (2021) suggests that banks with strong and independent audit committees tend to exhibit higher levels of financial transparency and reliability, which, in turn, enhances their financial performance by mitigating financial risks and fraud.
In addition to board composition and audit effectiveness, the implementation of robust risk management strategies is another critical aspect of corporate governance that affects financial performance. Risk management in banks involves identifying, assessing, and mitigating potential risks, including credit risk, market risk, operational risk, and liquidity risk. A bank's ability to effectively manage these risks is vital for its long-term profitability and survival. Corporate governance mechanisms that promote strong risk management practices—such as regular risk assessments, clear risk policies, and risk reporting—ensure that banks can avoid significant financial losses and maintain their capital reserves (Odebiyi & Olajide, 2020). Effective risk management is particularly crucial during periods of economic uncertainty or financial crises, when banks are more susceptible to market volatility and adverse economic conditions.
Another significant impact of corporate governance on financial performance is the alignment of management incentives with shareholder interests. In many cases, the interests of the bank’s managers may not fully align with those of shareholders, leading to agency problems where managers prioritize their interests over the financial health of the bank. Corporate governance mechanisms, such as performance-based compensation and stock ownership, can help align these interests. When managers are incentivized to act in the best interests of shareholders, they are more likely to make decisions that enhance the bank's profitability and financial performance (Adebayo & Olayanju, 2021). For instance, linking executive compensation to the long-term performance of the bank can encourage managers to focus on strategies that promote sustainable growth, improve profitability, and reduce risks.
The corporate governance structure in deposit money banks also plays a significant role in maintaining stakeholder trust and confidence, which are essential for long-term financial success. Trust is an intangible but valuable asset for banks, as it directly impacts customer loyalty, the willingness of investors to provide capital, and the bank’s ability to raise funds through debt or equity markets. When corporate governance practices are weak or when there is a lack of transparency in decision-making, it can lead to a loss of stakeholder confidence, causing customers and investors to withdraw their support, ultimately affecting the bank’s financial performance. According to Thompson (2023), strong corporate governance practices, such as transparency, accountability, and stakeholder engagement, help build trust and enhance the reputation of the bank, contributing positively to its financial outcomes.
In the context of the Nigerian banking sector, the implementation of good corporate governance practices has been a topic of significant interest and research. The Central Bank of Nigeria (CBN) has issued various guidelines and regulations aimed at improving corporate governance within Nigerian banks. These regulations, which include requirements for board composition, audit committee effectiveness, and risk management practices, have been shown to positively influence the financial performance of banks operating in Nigeria (Olowokere, 2020). For example, the CBN's Corporate Governance Code has set standards for the composition of boards, the role of independent directors, and the management of conflicts of interest, all of which are designed to strengthen governance and improve financial performance.
In conclusion, corporate governance is a critical determinant of financial performance, particularly in the banking sector. The effectiveness of corporate governance mechanisms, including board composition, audit committee performance, risk management strategies, and alignment of management incentives with shareholder interests, has a direct impact on a bank's profitability, sustainability, and long-term growth. Strong corporate governance practices not only enhance financial performance but also promote stakeholder confidence, which is essential for a bank’s success in a competitive and highly regulated industry.
2.2.5 FINANCIAL PERFORMANCE OF DEPOSIT MONEY BANK 
The financial performance of deposit money banks (DMBs) refers to the ability of these financial institutions to generate profits, manage risks, and optimize the use of their financial resources while adhering to regulatory and industry standards. It is an important indicator of a bank's overall health and its capacity to meet the financial needs of its stakeholders, including shareholders, customers, employees, and regulators. Financial performance in this context can be assessed using various financial metrics, including profitability ratios, liquidity ratios, capital adequacy, and asset quality. These measures help determine how well a bank is managing its resources and operations, with the ultimate goal of sustaining growth and maintaining financial stability.
Key Indicators of Financial Performance in Deposit Money Banks
Several indicators are typically used to evaluate the financial performance of DMBs. These indicators help assess various dimensions of a bank's operation, from its profitability to its ability to manage risks and comply with regulations.
1. Profitability Ratios: Profitability is one of the most important aspects of financial performance for any bank. Common profitability ratios include the Return on Assets (ROA) and Return on Equity (ROE). ROA measures the bank's ability to generate profit from its assets, while ROE evaluates the efficiency with which a bank uses its equity to generate profits. A higher ROA or ROE suggests that the bank is effectively using its assets or equity to create profits. According to Ojo (2022), banks with higher profitability ratios are better positioned to withstand financial downturns, enhance shareholder value, and meet customer needs. Additionally, the Net Interest Margin (NIM) is another profitability measure that reflects the difference between the interest income earned by a bank and the interest paid on its liabilities, expressed as a percentage of its assets.
2. Liquidity Ratios: Liquidity is a critical component of a bank's financial performance. Liquidity ratios assess the bank's ability to meet its short-term obligations without affecting its operations. The liquidity coverage ratio (LCR) and the current ratio are commonly used to measure liquidity. The LCR, for instance, requires banks to hold sufficient high-quality liquid assets to survive a 30-day period of financial stress. A higher liquidity ratio suggests that the bank has a sufficient buffer to absorb shocks, such as withdrawals or disruptions in funding. According to the International Monetary Fund (IMF) (2021), liquidity ratios are especially crucial in the banking sector due to the inherent risks associated with banking operations, such as credit and market risks, and their potential impact on a bank's liquidity position.
3. Capital Adequacy: The capital adequacy ratio (CAR) measures a bank’s capital in relation to its risk-weighted assets. This ratio is crucial for ensuring that a bank can absorb losses during financial downturns. Regulatory bodies, such as the Central Bank of Nigeria (CBN), often require banks to maintain a minimum CAR to safeguard against insolvency and protect depositors. A higher CAR indicates that the bank has more financial resources to absorb losses and is less likely to face liquidity crises. In the context of deposit money banks, a healthy CAR reflects sound financial performance and adherence to regulatory standards (Alabi, 2020). The CBN’s regulatory framework ensures that DMBs maintain adequate capital to mitigate risks and promote financial stability within the banking sector.
4. Asset Quality: Asset quality refers to the level of risk associated with a bank’s loan portfolio and other assets. Non-performing loans (NPLs) are a key measure of asset quality. NPLs are loans that borrowers are unable to repay, and a high level of NPLs can severely impact a bank's financial performance. Banks with a large proportion of non-performing loans may struggle with profitability and liquidity, as they are unable to recover the full value of these loans. Conversely, a low level of NPLs is indicative of a bank's effective credit risk management practices, which can contribute to better financial performance (Olowokere, 2020). In particular, banks with a sound loan review process and credit risk assessment are less likely to experience high levels of NPLs, which boosts their financial performance.
2.2	THEORETICAL FRAMEWORK
· Resource Dependence Theory
Resource Dependence Theory (RDT) (Pfeffer & Salancik, 1978) posits that organizations rely on resources that are controlled by external entities, such as suppliers, customers, or regulatory bodies, and these dependencies significantly influence their strategies and behavior. The theory emphasizes that organizations must manage relationships with these external stakeholders to secure critical resources needed for survival and success. It suggests that organizations are not entirely autonomous but are affected by external forces that can shape their decisions, policies, and overall performance. RDT underscores the importance of managing these external dependencies through strategic alliances, negotiations, and collaboration to reduce uncertainty and gain access to essential resources, thus ensuring organizational stability and growth.
In the context of your study on corporate governance and financial performance of deposit money banks (DMBs) like GTBank, Resource Dependence Theory (RDT) provides a valuable lens through which to understand how external factors influence governance and, in turn, financial outcomes. According to RDT, organizations, including banks, are not entirely autonomous; they rely heavily on resources controlled by external entities such as regulatory bodies (e.g., Central Bank of Nigeria), suppliers of capital, investors, and even customers. These dependencies significantly shape the strategic decisions and operational behavior of the bank.
For instance, GTBank’s corporate governance practices may be influenced by its need to comply with regulations set by the Central Bank of Nigeria (CBN) or other financial authorities. This reliance on regulatory bodies to maintain compliance, secure licenses, and access financial markets for capital can impact GTBank's financial performance. Effective management of these external relationships ensures that GTBank maintains sufficient capital reserves, adheres to risk management protocols, and secures the resources necessary to operate efficiently. As a result, GTBank’s ability to navigate these external dependencies through sound governance mechanisms is key to sustaining its financial health.
· Stakeholder Theory
Stakeholder Theory (Freeman, 1984) posits that organizations are not only accountable to their shareholders but also to a wider group of stakeholders, including employees, customers, suppliers, regulators, and the local community. This theory emphasizes that an organization's success is tied to its ability to balance and address the interests and needs of all stakeholders, rather than focusing solely on maximizing shareholder wealth. Stakeholder Theory argues that by creating value for a diverse group of stakeholders, organizations can foster long-term success and sustainability. The theory is grounded in the belief that a company’s ethical responsibilities extend beyond profit generation to include positive social, environmental, and economic contributions to the broader community.
Corporate governance and financial performance in deposit money banks (DMBs), particularly GTBank, Stakeholder Theory offers valuable insights into how the bank’s governance practices affect its performance by considering the interests of all stakeholders. According to this theory, GTBank’s corporate governance structure must be designed not just to protect shareholders but also to address the needs and concerns of other stakeholders, such as customers, employees, regulators, and the communities in which it operates.
GTBank’s commitment to customer service, employee satisfaction, and regulatory compliance can positively influence its financial performance by fostering customer loyalty, improving employee productivity, and ensuring smooth regulatory operations. A strong governance framework that takes into account the interests of various stakeholders—such as ensuring compliance with Central Bank of Nigeria regulations, delivering superior customer experiences, and promoting ethical business practices—can build trust and enhance the bank’s reputation, thereby driving financial growth.
This theory would suggest that GTBank’s long-term profitability depends not only on short-term financial gains but on its ability to maintain strong, mutually beneficial relationships with all stakeholders. This could include partnerships with suppliers, ensuring fair labor practices for employees, contributing to social responsibility initiatives, and creating transparency in governance. As a result, the alignment of corporate governance practices with stakeholder interests is likely to improve GTBank’s reputation and financial sustainability in the competitive banking sector.
2.3	EMPERICAL REVIEW
Numerous studies have explored the relationship between corporate governance and financial performance, particularly in the context of banks. For example, Heracleous (2001) found that effective corporate governance practices, including strong board oversight, transparency, and accountability, positively influenced the financial performance of banks. His study emphasized the importance of management's alignment with shareholder interests and the role of governance structures in mitigating risks. Similarly, Mollah and Lipy (2020) investigated the impact of corporate governance on the financial performance of commercial banks in Bangladesh and found that banks with better governance structures—such as independent boards and robust auditing processes—had higher return on assets (ROA) and return on equity (ROE), highlighting a direct correlation between governance quality and financial performance.
In the context of Nigerian banks, Abdullahi et al. (2020) examined the relationship between corporate governance mechanisms and financial performance, focusing on deposit money banks. The study concluded that banks with strong governance frameworks, including well-structured boards and effective risk management practices, exhibited better financial performance compared to those with weaker governance structures. This finding is consistent with the work of Egbunike et al. (2017), who explored the role of corporate governance in the performance of Nigerian banks and found that improved governance practices, particularly in terms of board composition and regulatory compliance, contributed to enhanced profitability and financial stability. These studies suggest that corporate governance plays a pivotal role in improving the financial outcomes of deposit money banks, such as GTBank.


CHAPTER THREE
METHODOLOGY
3.1	INTRODUCTION
This chapter centres on the various methods used in carrying not the research work. This includes research design population of the study, sample size and sampling techniques method, of data collection, research instrument, validity and reliability of instrument and method of data analysis.
3.2	 RESEARCH DESIGN 
	To obtain reliable data for analysis, descriptive research design was adopted couples with survey approach.
3.3 	POPULATION OF THE STUDY
The populations of the study are fourth year studies of two tertiary institutions in Ilorin Kwara State. These institutions are University of Ilorin and Kwara State Polytechnic. A total of 60 fourth year students are the population size of this research.  
3.4	 SAMPLING TECHNIQUES/ SAMPLE SIZE
	The study is conducted on a random sampling of fourth year students of university of Ilorin and Kwara State Polytechnic. Kreijcire and Morgan (1970) statistical formular is used to determine sample size  for the study
                                    n=      	    x2 NP (1-P)
         d2 (N-I)+ X2 P (I-P)
Where n = sample size 
X2 = chi-square value at degree of freedom = 3.84
n = population size = 60 
P= Population proportion expressed as decimal assumed to be 0.5 (50%)
1 = constant value 
d2 = Degree of accuracy (5%), expressed as a proportion = 0.05;2 it is margin of error 
n = 3.84 x 60 x 0.5 x 0.5
0.052 (60-1) + 3.84 x 0.5 x 0.5
n= 57.6
0.1475 + 0.96
n=  57.6
     1.1075
n= 52 sample size approximately  
3.5	 METHODS OF DATA COLLECTION 
	 The study adopted both primary and secondary data. Questionnaire were administered to obtain primary data. While secondary data formed a sizeable portion of this research. The secondary data were mainly from books, journals, newspapers, unpublished projects, lectures and lastly internet sources.  
3.6 	INSTRUMENTS OF DATA COLLECTION 
	In order to obtain accurate and reliable information the following research instrument were used in this project. Questionnaire: the questionnaire was structured in line  with variables of the study stated in the research questions and hypotheses. The questionnaire was directed into two parts Section A was designed to collect demographic information of the respondents. Section B deals with issues relating to the subject of inquiring. This was distributed to the respondents. 
3.7	 METHODS OF DATA ANALYSIS 
	 Data collection from questionnaires were presented and analyzed by using descriptive statistic techniques, regression and correlation analysis.  
 
