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CHAPTER ONE
INTRODUCTION
1.1	BACKGROUND OF THE STUDY
	
Liquidity and credit management are two fundamental components of effective banking operations, especially in developing economies like Nigeria. These tools are crucial in ensuring that banks remain solvent, competitive, and capable of achieving their business objectives while maximizing profitability. Banks face unique challenges in maintaining an optimal balance between liquidity, which ensures they can meet their short-term obligations, and credit management, which drives their lending activities and profit generation. In Nigeria, where the banking sector operates in an environment characterized by economic volatility, inflation, and frequent regulatory changes, efficient liquidity and credit management are even more critical for the stability and growth of financial institutions.
Liquidity management involves ensuring that banks have enough liquid assets to meet their obligations without incurring substantial losses. In Nigeria, the banking industry is subject to fluctuating interest rates, exchange rates, and regulatory measures that influence banks' liquidity position (Olokoyo, 2018). Liquidity is critical for preventing a bank from facing solvency issues and is also a key determinant of customer confidence and market stability. A well-managed liquidity position ensures that a bank can provide loans, pay deposits, and withstand financial shocks.
Nigerian banks typically rely on a combination of short-term assets like cash reserves, government bonds, and interbank loans to maintain liquidity. The Central Bank of Nigeria (CBN) mandates banks to maintain specific liquidity ratios, which ensures that they have sufficient liquid assets. However, these regulatory requirements are sometimes difficult for banks to meet, particularly during periods of economic instability or when non-performing loans (NPLs) increase (Ogunleye & Olorunfemi, 2021).


The banking sector plays a crucial role in the economic development of any country, serving as a financial intermediary between savers and borrowers. To fulfill this role effectively, banks must carefully manage their liquidity and credit risks. Liquidity management involves maintaining a balance between a bank's assets and liabilities, ensuring it has enough funds to meet its short-term obligations. On the other hand, credit management focuses on assessing and controlling the risk associated with lending activities. In Nigeria, as in many other economies, effective liquidity and credit management are essential tools for achieving banks' objectives and enhancing profitability.
	In order to maintain relative micro-economics stability, much relicense is placed in placed in liquidity management to control the liquidity growth in the banking stages.
	Lending and investment operation of deposit money bank have been widely and extensively discussed in various literature. It is stated that anyone who wants to buying from the deposit money bank should be concerned with loan and investment policies and techniques. 
	The major ways banks make their profit is by marketing loans available to its customer and in doing this, it face uncertainties and theretofore risk of many kind. These uncertainties are with regards to its future volume and cost of the various types of assets that he acquires. A bank does not therefore consider earning liquidity but it safety.

1.2	STATEMENT OF THE PROBLEM 
	It has become a known that Nigeria has one of the liquidity and credit management which has not been properly maintained by the monitory authorities forwards the promotion of banks objectives of profitability. The area of the study is the examination of the effect of liquidity and credit management for promoting bank objectives.

1.3 	RESEARCH QUESTIONS
1. How does liquidity management impact the overall financial stability of banks in Nigeria?
2. What is the relationship between credit management practices and the profitability of banks in the Nigerian banking sector?
3. To what extent do regulatory frameworks influence liquidity and credit management strategies adopted by banks in Nigeria?
4. How do macroeconomic factors, such as inflation and interest rates, affect the liquidity and credit management decisions of banks in Nigeria?
1.4 	OBJECTIVES OF THE STUDY
1. To assess the effectiveness of liquidity management practices in Nigerian banks in maintaining financial stability.
2. To analyze the impact of credit management strategies on the profitability of banks in the Nigerian banking sector.
3. To examine the influence of regulatory frameworks on the liquidity and credit management decisions of banks in Nigeria.
4. To investigate the role of macroeconomic factors in shaping liquidity and credit management practices in Nigerian banks.
1.5 	RESEARCH HYPOTHESES
1. H0: There is no significant relationship between liquidity management and the financial stability of banks in Nigeria.
2. H0: Credit management practices do not significantly affect the profitability of banks in the Nigerian banking sector.
3. H0: Regulatory frameworks have no significant impact on the liquidity and credit management decisions of banks in Nigeria.
4. H0: Macroeconomic factors, such as inflation and interest rates, do not significantly influence liquidity and credit management practices in Nigerian banks.
1.6	SIGNIFICANCE OF THE STUDY
	As a matter of fact this study will form the basis of congruity study so that the policy makers, accountants, bankers and accounting students and another readers will be in a better position to understand that if liquidity and credit management is been administered and control in a proper ways, it tend to develop the economy of such nation and increase country are monetary outflow in general.
1.7	SCOPE AND LIMITATION OF THE STUDY
	The scope of the study on liquidity and credit management as tools for promoting banks' objectives and profitability in Nigeria involves a comprehensive examination of how effective liquidity and credit management practices contribute to the achievement of banks' goals and financial success in the Nigerian banking sector.
The topic of this project will not exceed main liquidity and profitability management in a commercial bank realize profit and how they manage it. Liquidity and probability management in a commercial bank being a wide and very complex topic itself makes it very difficult to go for beyond a particular establishment and this why I will be very advisable to limit the scope of this research work to the First bank Nigeria plc. The general limitation is the time factor, considering the inherent difficult involved in coordinating research of this nature with other academic work.
1.8	DEFINITION OF TERMS
	The terms used frequently in this research work are:
Commercial bank: A commercial bank is an economic unit whose main goal is to maximize profit.
Management: Management is the act of managing.
Fund: Fund can be defined as a large stock or a financial resources.
Ratio: This is a mathematic expression that shows the relationship between two amounts, showing the number of times one value contains the other.
Liquidity: Liquidity is the availability of liquid assets to a market or a company i.e. the rate of which cash is available to a market or company.
Profitability: Profitability is the act of making profit.
Treasury bill: Is a short medium of instrument for government to issue capital to meet economic need.
Asset: is like property owned by a person for a business purpose or investment.
1.9	PLAN OF THE STUDY
	This research work consist of five chapters
	Chapter one of this research work is made up of the introduction, the statement of the study, the objective of the study, the significance of the study, the limitation of the study, the definition of terms and the plan of the study.
Chapter two of this research work is the literature review.
Chapter three of this research work also includes research methodology.
Chapter four consist five of this research work includes summary, conclusion and recommendation.



CHAPTER TWO
2.0	LITERATURE REVIEW
	Financial statement show the financial/starches of an organization/ company subsequently the companies decree of 1968 was marched and it gave specific details of what a company is required to do about its accounts and two to makes Isocrates the shareholder and other who drive to now about the financial status of such company the financial statement of a company we expected to be kept at its registered office and such other place to the however, be opened at all earners for all times for inspection by officer of the company.
2.1 LIQUIDITY MANAGEMENT AND ASSETS MANAGEMENT
Assets management is the term used to describe the collection of the funds among instrument alternatives. This implies to commercial banking.
The term refers to the distribution of fund among cash security investments, loan and other assets, through specialized are of asset management include security portfolio, road management relating to the composition of securities and outstanding loan.
The management of fund on commercial banking is complicated by several factors.
Firstly, as banks are among the most regulated of all business enterprises fund will be managed with the legal and regulating frame work, established by statutory and supervisory authorities.
Secondly, the relationship between a bank and its loan and deposit is one of the trust a well as accumulation, finally the stakeholder of a commercial bank, other investors requires rates of returns to environment with the risk of the investors. A great portion a bank liability is payable on demand or with short notice of withdraw may be required out mine and saving deposit. Firstly. Requirement of product bank management is to ensure the banks’ ability to meet the claims of the depositors.
Secondly, requirement is to make available sufficient fund to satisfy the legitimate credits needs of the bank customers. The provision of such credit is the principles profit making activities of the commercial bank. Though, failure to accommodate reasonable and legitimate loan request from customer will result in immediate loss of the business or failure of the bank.
2.2	LIQUIDITY MEASUREMENT
	A standard of liquidity is difficult to determine since future demands are inform. To obtain a realistic appraisal of bank liquidity position would require an accurate forecast of cash need. The accepted level of liquid asset and cash receipts over a giver period of time.
	However, the most widely used liquidity measure from the stock concepts is the ratio of loan to deposits. When the ratio rises to relatively high level, bankers become less inclined to lend or invest. They become more selective as standard are increased and credit is more strictly allocated and interest rate tend to rise.
	A high loan to deposit ratio has been qualified measure from the stock concept is the ratio of loan to deposits. When the ratio rises to relatively high level, bankers become less inclined to lend or invest. They become more selective as standard are increased and credit is more strictly allocated and interest rate tend to rise.
	A high loan to deposit ratio has been quantified as a force that influence lending and investment decision.
	Other liquidity measure that reflects that stock concepts rates to liquid assets to total deposits or to total assets. The ratio of rash as asset to total deposit for example in superior in some ways to the loan deposits ratio 2 because of relates liquid assets directly to deposit level rather than indirectly considering loans to the least liquid asset to deposits. The derive two measurement of liquidity asset to deposits. The derive two measurement of liquidity could also be illustrated using the annual report and account of First Bank plc 2004 and 2005 disclosed in chapter three.

1.	Loan deposit ratio:
	2004					2005
	= 78338 X 100			= 78.684 X 100
	   241585    1 			   	200511     1
  	= 32%						= 39%
	The use of loan to deposit ratio as a measure of Liquidity has some limitations since it tells us nothing about maturity and quality of the loan portfolio. A bank with a loan to deposit ratio of 32% in 2004 and 39% of loan to deposit ratio in 2005 as the case could be seen above. The 32% loan to deposit ratio in 2004 may be liquid than 39% in 2005.
	Finally loan to deposit ratio does not provide information concerning the nature of bank for instance whether a bank has 30% of its deposit invested in cash and short term government while another bank might have the same percentage in bank building and real estate buts banks could have the same loan to deposit ratio. Both liquidity and credit management directly contribute to the profitability of Nigerian banks. Effective liquidity management ensures that banks have the necessary funds to take advantage of profitable investment opportunities without jeopardizing their ability to meet short-term obligations. Banks with strong liquidity positions are often more competitive, as they can offer better loan terms, lower interest rates, and more attractive investment options (Adebisi & Ojo, 2021).

On the other hand, credit management impacts profitability by ensuring that banks lend responsibly and effectively recover their loans. By minimizing the incidence of non-performing loans (NPLs) and improving loan recovery, banks can increase their earnings while protecting themselves from bad debts. The profitability of Nigerian banks has been positively correlated with effective credit risk management practices, as these practices allow banks to expand their lending portfolios without significantly increasing the risk of defaults (Olokoyo, 2018).

Moreover, when banks manage liquidity and credit effectively, they are better able to optimize their capital, manage cost structures, and improve operational efficiency, all of which contribute to long-term profitability and sustainability.

LIQUID ASSETS TO TOTAL DEPOSIT ON TOTAL ASSET
2005					2004
	= 241035 X 100			= 217001 X 100
	   398271    1 			  	   367799     1
  =  61%					= 59%
	One of the deficiencies of this ratio (liquid asset to total assets lies on the fact that a substantial portion of cash asset is not really available to meet the liquidity need of the bank. That portion of liquid asset that is required to meet the legal reserve requirement is of course not available to satisfy loan demand.
	Another deficiency of this ratio is the failure to include other liquid asset such as treasury bill and short – term liabilities.
2.3	PROFITABILITY VS LIQUIDITY
	While pursuing profit objective the asset of a bank shuts be kept at an acceptable level of liquidity. So as to meet demand at all time. The central bank has also prescribed a minimum level of liquidity, which is 25% of what a bank must maintain as reserves. The statutory requirements on liquidity precut funds kept aside to meet liquidity ratio form being loaned out for higher interest rate. Inevitably the major constraint on banks profitability is liquidity.
	This is a hypothetical analysis of liquidity and profitability.
Asset	tenure		rate	 	liquidity 	profitability
Cash money 1-30 day – High		low
Cash - - high		low
Treasury bill 90 – 91 days High average
Treasury -	-	-	-
Certificate 1-2 years 	-high		average
Fixed deposit 1-12 month		-	average high
Eligible
Govt  stock 1-3 year – average high
other govt
stock 	4-25 years 	-	average high
Loan & advance	revoting	- low average
The two objectives tend to work in opposite directions. Cash provides in income and the relative liquid assets generate lesson income than the relative ill-liquid assets.
Advance to customer are not s-liquid and generates high rate of reform to banks.
The table also shows that high liquid assets have low yield as far as profitability is concerned. While ill-liquid assets like loans and advances are highly profitability due to higher return on them. Invariably if as a result of implanted pursuit of profit. Loans are allowed to grow excessively than the liquidity ration will not be meet and C.B.N penalties will be imposed.
2.4	DETERMINANT OF LIQUIDITY NEEDS
	Liquidity is one of the problem with which bank management struggles constantly with and proof formula for determine a bank liquidity needed by an individual bank. All this depends on the amount of variation that occurs is deposits and the demand for loans. There are any movements in the economy.
	There are irregular, seasonal, cyclical and secular movements. Though it is difficult to predict the do not follow established pattern, thereby affecting the level of deposits and demand for loans, example of irregular movement are labour strike, the effect of some natural disaster, such as earthquake, flood, a war scare or some unusual economic or political development.
1. Seasonal movements: these an directly related to changing seasons, which also differ from irregular movement by repeating themselves every year. Seasonal pattern may changes with the passage of time, for instance a bank located and experience a high loan demand during the farming period weather therefore is the most important factor responsible for seasonal patterns.
2. Secular movement: This drinds persist over a long period of dime, relative to the duration of the business cycle, secular movements may comprise of several business cycle and products of both short and long run, which has influences such as change in consumptions saving, investment, populations, technological development and labour force.
3. Cyclical movement: Cyclical movement are more difficult to predict than seasonal movement for instance during the contraction period of a business cycle, loan demand may fall and bank deposit may shrunk. However, the monetary policy of central bank jends to off set the construction of deposit in the banking system during an economic slump, but during the prosperity phase, loan demand increase, outstripping, deposit growth, often requiring bank to sell liquid assets.

Challenges in Liquidity and Credit Management in Nigeria

Despite the importance of liquidity and credit management, Nigerian banks face several challenges in these areas. In terms of liquidity, the fluctuating nature of Nigeria's economy, coupled with inflation, foreign exchange instability, and declining oil revenues, often leads to liquidity pressure for banks (Ogunleye & Olorunfemi, 2021). Additionally, banks sometimes face difficulties in managing liquidity due to the short-term nature of deposits, which are often withdrawn at inopportune times.
On the credit side, Nigeria's economic challenges and the prevalence of inadequate credit information make it difficult for banks to effectively assess the creditworthiness of borrowers. As a result, the risk of lending to unreliable clients remains high. Furthermore, the inability of businesses to repay loans in certain sectors, such as agriculture and manufacturing, exacerbates the issue of non-performing loans (NPLs), which can negatively affect profitability (Adebisi & Ojo, 2021). Additionally, corruption, weak governance structures, and insufficient infrastructure in the country hinder banks' ability to collect loans and enforce lending terms, further affecting their profitability and growth prospects (Olalekan & Adebayo, 2022).

2.5	HISTORICAL BACKGROUND OF THE CASE STUDY
In magnetized economic like Nigeria money is measure of value, in statement whom where is not impact of working capital management on the profitability of a company, money sourced as a fixed measure of value. Twenty Naira today will purchase the same value of goods at twenty naira in a year time.
Imperfection in economic management of countries and economic growth have made changes in price level a thing most economic of the world have to cope with inflation is a scenario of up word changes in price level while deflation is the vaunts.
In situation where we have changes in price levels as described above money does not serve as a good measure of value. As such share is need to adjust the value of money using price levels our time price in dices with the discussed further in later chapter.
Financial statement consist of the balance sheet, profit and loss account and standard of sources and application of funds the main purpose of preparing financial statement is do measure the income, of the organization our a period and operate the assets and liabilities at the end of such period.
2.6 FACTORS INFLUENCING THE PROFITABILITY OF COMMERCIAL BANK
1. The management: Management include such factor as planning, organizing, staffing, directing and controlling. Banks that have expert in these areas are more likely to experience profitability than those that do not, since commercial banks due to their limited resources, unfortunately are at a disadvantage in these areas.
2. Economic condition: The profitability of banks to a very great extent, on the economic health of the economy were depressed namely agriculture sectors, mineral resources sections etc. Banks dependent on those economic markets were adversely affected.
3. Competition: Economists hold that competition refer to revary depends on the number and size of the buyers and sellers in a given market. In fact more competition could be define as a situation in which we have so many buyers and sellers that can ender or leave the market without having an appreciate effect on it.
4. Interest Rate: Interest receivable and payable forms the base of bank profitability in a situation where the sum of the interest payable is higher that the interest receivable. The aggregate sum will have negative effect on the earning of the bank in the period of regulation of interest rate, the interest which is determined by monetary authorities may be against the level of profitability. That is, in a situation where the overhead expenses is more than possible means of any of the banks. Such interest regulation may have the adverse effect on the profitability of the banks.
5. Loans losses and recoveries: Loan is a services that involved some benefit and risk. The risk is the inability to cover the substantial amount of such loan, if the of loan is lesser than the amount of loan then it will have effect on bank’s profit because the amount that is unrecovered will reduce the gross earning of the bank, while any recovery of loan will expected earnings will increase the gross income earning of the banks.
6. The size of the bank: Bank can be big in structure by also having many branches all over the community it serves. It may also be able to give out service with a lot of earning from each branch.
7. Percentage of resources employed: The capital base on the bank and other resources of fund in banking also determine or influence the profitability of banks. The higher the expected returns in such business resources will influences of profits.
2.7	TREASURY MANAGEMENT IN A COMMERCIAL BANKS
	The term treasury sometimes refers to currency plus currency account deposit held at banks and sometimes also includes cash assets such as marketable securities or bank time deposit though the treasury management from the banks part of view involves a system speed up collection control disbursement and maintain control over information and balances. It is to identify these areas in which he can sell products to the corporate prospectus and to develop profitability relationship for the banks.
	Treasury management is composed of three basic systems, which are:
A. The system of accelerating cash receipt from customers that is collection
B. The system for effectively credits such as disbursement
C. The system of managing information and maintaining control over cash account (i.e. information and control)
Banks to an extent have develop specialized system to provide their customers with the means to accomplish one or all part of total treasury management system. Though it’s basic of operation differs from bank to banks, the treasury aim of banks is then seen as able to fund the entire operation of the bank and to invest surplus fund to maximize return but at minimum risk level. The treasury is administered in the treasury department to create legal reserves requirement within the possible ranges.
For profitability purpose banks ensure that the maximum amount of cash it’s vault is does water thereby ensuring that demporary the funds to be kept at hand are usually invested to yield returns mostly in terms of cash assets. Most bank today take a close look to the management of maturity of both its assets and liabilities which is the effectiveness of a good cash management.
	Credit creation of the bank (Treasury wise) constitute loans, overdraft etc the bank ensure that is maintain the quality of it’s name in a diversified deposit portfolio through effective planning, controlling in order to give advance to the public to meet it’s contractual obligation and involuntary borrowing from the central bank.
To meet it’s obligation to customers, banks determine efficiently the funds to lend to that cash in its vault could meet deposition’s need in order words, thing to be put into consideration in treasury management include:
i. The state of the economy
ii. The peak period in bank
iii. The interest rate i.e. the return investment and deposit liability.

2.8	ESSENCE AND IMPACT OF TREASURY MANAGEMENT
	As a result of the need for banks to acquire confidence of public in their operations, the have to consider their profitability as a cushion to help absorb unexpected losses hence, it brought about the need for treasury management.
	Treasury management involves management of money received in order to maximized cash availability and interest income on any idle funds. It has some objective for banks to achieve the purpose of it’s existence and these include:
1. Liquidity: Bank existence and these include it’s vault is kept in order to meet it’s financial obligation also to maintain it efficiency of operation.
2. Security: Banks aim at giving confidence of depositors and holders of banks paper for them to have no doubt about solvency and viability of the banks
3. Profitability: It deals mainly with the projection of profit maximization on order to satisfy the stockholders in the course of operation.
4. Legality: to avoid disruption of operation banks in the course of business ensures that regulation the course of business ensures that regulation given by the central bank of Nigeria C.B.N are strictly, adhered to such as legal reserve on raw and cash in it’s vault.


THEORETICAL FRAMEWORK
In exploring the role of liquidity and credit management in promoting banks' objectives and profitability in Nigeria, it is essential to examine various theoretical perspectives that guide the understanding of these concepts. The theoretical framework draws on a range of financial management theories that provide insights into how liquidity and credit management practices influence the overall performance and stability of banks. The primary theories relevant to this topic include The Liquidity Preference Theory, The Pecking Order Theory, and The Credit Risk Management Theory.

1. The Liquidity Preference Theory
The Liquidity Preference Theory, first proposed by economist John Maynard Keynes in his "General Theory of Employment, Interest, and Money" (1936), is a key theory used to understand the importance of liquidity in financial institutions, particularly banks. According to this theory, individuals and institutions prefer to hold liquid assets (i.e., cash or near-cash assets) because of uncertainty about the future and the need to meet immediate financial obligations. In the context of banks, liquidity preference reflects the desire to maintain enough liquid assets to meet deposit withdrawals, loan disbursements, and other operational needs without relying on external borrowing or asset sales.
This theory suggests that a bank’s liquidity management decisions are based on the trade-off between the desire for liquidity and the desire for higher returns from investments. For Nigerian banks, maintaining optimal liquidity ensures they can meet regulatory requirements (such as reserve requirements set by the Central Bank of Nigeria) and avoid potential financial crises resulting from sudden liquidity shortfalls. The theory also highlights the importance of managing liquidity to avoid the risks associated with holding too much cash, which may negatively impact profitability (Adebisi & Ojo, 2021).

In relation to profitability, the Liquidity Preference Theory implies that banks need to balance liquidity and profitability. While too much liquidity reduces returns from lending and investing, insufficient liquidity could lead to solvency issues or financial instability, negatively affecting profitability and growth (Olalekan & Adebayo, 2022).

2. The Credit Risk Management Theory

The Credit Risk Management Theory focuses on how financial institutions assess, monitor, and control the risks associated with lending activities. According to this theory, effective credit management involves identifying potential risks associated with borrowers, setting appropriate credit limits, and ensuring that loans are backed by adequate collateral to mitigate default risks. Credit risk management is vital for ensuring the long-term profitability and stability of banks, especially in economies like Nigeria, where macroeconomic instability and high default rates are common (Nwankwo & Dada, 2020).
This theory emphasizes the importance of risk-adjusted returns when managing credit portfolios. Banks are advised to adopt a structured approach to evaluating creditworthiness, using financial ratios, historical data, and other risk management tools to assess the likelihood of loan defaults. Effective credit management can enhance profitability by reducing non-performing loans (NPLs) and ensuring that the loan portfolio is optimized for return while minimizing risk (Olokoyo, 2018). In Nigerian banks, where default rates are high due to economic volatility, adopting rigorous credit risk management practices is essential for sustaining profitability and supporting business objectives.

EMPIRICAL FRAMEWORK
the empirical framework for studying liquidity and credit management as tools for promoting banks’ objectives and profitability in Nigeria is grounded in the application of quantitative and qualitative methods to analyze the relationship between effective liquidity and credit risk management and banks' profitability, stability, and overall performance. This framework focuses on assessing how liquidity and credit management influence Nigerian banks' ability to achieve their core objectives, such as maintaining profitability, ensuring solvency, and managing risk in a volatile economic environment.
Empirical research on liquidity and credit management typically employs financial performance indicators, econometric models, and statistical analysis to evaluate how these management practices influence various aspects of bank operations. The focus is often on the role of liquidity ratios, credit risk ratios, non-performing loans (NPLs), and profitability indicators, such as Return on Assets (ROA) and Return on Equity (ROE), within the context of Nigerian banking institutions.
Adebisi and Ojo (2021) conducted an empirical study on Nigerian commercial banks and found that a higher liquidity ratio was positively correlated with profitability indicators such as ROA and ROE. Their findings suggest that banks that effectively manage liquidity are more able to sustain long-term profitability because they can both meet short-term obligations and avoid liquidity-induced financial stress. Conversely, poor liquidity management was associated with higher operational costs and a reduction in overall profitability.
Furthermore, studies like that of Olokoyo (2018) focused on liquidity management practices in Nigeria's banking sector, showing that effective liquidity management helps reduce the cost of funds and improve profitability. The research suggested that banks that maintain an optimal liquidity level can manage financial crises better, ensure solvency, and improve customer trust, which leads to higher profitability.

Additionally, Ogunleye and Olorunfemi (2021) investigated the relationship between credit risk management practices and financial stability in Nigerian banks. Their empirical analysis showed that banks with higher levels of non-performing loans faced higher credit losses, which impacted profitability and bank stability. Their findings also suggested that banks that implemented strict credit risk policies and effective loan recovery strategies were able to mitigate credit losses and ensure more stable profitability.
CHAPTER THREE
3.0 	METHODOLOGY
3.1	RESEARCH DESIGN
	This involves the development of the plan, structure as wet as the strategies for conducting a comprehensive research. For the purpose of this research, a survey research method was put into use since it is a study of a population i.e selecting of sample from the population and the information collected were analyzed so as to make decision and generation about characteristics of the population from which the sample is selected.
3.2	SOURCES OF DATA 
	Both primary and secondary source of data collection is been use in conducting this research work. 
Primary source of data collection: there are main type of primary source which are all adequately use during this research study they are: there are main type of primary source which are all adequately use during this research study they are;
	Questionnaire design the purpose of which was the information from the respondent in this project the questionnaire used continence aspect which covers the subject matter that is the effect of e-payment system on the efficiency of banks in Nigeria. In order to ensure the reliability and validity of the questionnaire are drawn up than a trial test was run, which help to eliminate statement fund to be ambiguous or difficult to understand and the questionnaire i.e. letter recognized.
	Personal interview in this regard a person interview was observed with some member of the public who has a keen interest in the banks, in order to obtain clear information from them.
Secondary source of data collection: This is the data that has been in existence it is not gather for the immediate purpose. This is made available into internal and external. 
Internal: the bank made of the following annual audition reports and financial statement for the e-payment efficiency of annual general meeting in form of proxy.
	Financial review for the year financial summary from bank of the internal source of collecting data.
External: also a research was made into the following book, internal news which business time remain paper delivered by an experience personalities in the e-payment efficiency, educational, financial institution text books, journal and magazines
3.3	POPULATION OF THE STUDY
The population of this study under examination constitutes the entire staff strength of First bank PLC as well as their various prosperous customers in Ilorin, Kwara State.
These sets of people were used to evaluate the liquidity and credit management as tools for promoting banks objectives and profitability in Nigeria with First Bank PLC serving as the case study.
3.4	SAMPLE SIZE AND TECHNIQUES 
The sample size was based on random selection as it is not possible to sample the wok population of study under examination. The sample of data which was used included both primary and secondary data in helping to get the intended information. The primary source which was used involves the first hand information that used especially in relative to the subject matter, and that of the secondary sources i.e one which the writer did not participate in the original research and often by compiling the finding of several studies of officers. First Bnak PLC is chosen as sample from the entire banking industry. Also sample random method was used to determine the sample size will be 50 respondents. Fifty (50) questionnaires were administered to the staff at First Bank PLC, Ilorin branch out of which 35 was attended to and 15 copies returned unattended to.
3.5	RESEARCH INSTRUMENT
	As research instrument often consist of devices designed especially for the purpose of collecting, recording and measuring data or that of research variables for the purpose of this research study, a well structured questionnaire was utilized and which was two formal i.e the part one is about the respondents, bio data and the part two focus on research proper.
3.6	METHOD OF DATA ANALYSIS
The collection of data from the intended respondents was presented in a tabular form, analysis and interpreted. Also, with the use of sample percentage and Chi-square, statistical formula is testing. Also, with the use of sample percentage and Chi-square statistical formular in testing the hypothesis so as to arrive and present qualitative research work having the below formular.

 Where Oij = observed frequency
eij= expected frequency
i.e. =


3.7	MODEL SPECIFICATION 
	This chapter on the theoretical framework discussed in the earlier chapter. The empirical model along with the estimation of the linear regression equation to be tested is specified. 1 section II covers the variable description. The data sources from which data has been gathered is elaborated in section III, chapter concludes with the framing of the hypothesis.





















CHAPTER FOUR
4.0	DATA PRESENTATION, ANALYSIS & INTERPRETATION
4.1	DATA PRESENTATION
This chapter is aims of presenting and analyzing the data collected and will be analyzed and presented using tables and the result there on it in will be interpreted with the use of research design, statistical techniques e.t.c. to provide a better understanding of the research problem.
4.2	DATA ANALYSIS
Section one: The characteristic of the respondent based on personal data as regard position hold in office, education status and years of working experience are hereby analyzed below.
Question 1
DISTRIBUTION OF RESPONDENT BASED ON POSITION HELD IN OFFICE 
	POSITION
	NUMBER
	PERCENTATION

	Managers 
	3
	13%

	Head of Department
	6
	26%

	Officers 
	14
	61%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
The table above represents the position held by respondent. It shows that out of 23 respondents 14 are the officers which represent the highest. Figure there are also 3 manager and 6 head of department.





Question 2
DISTRIBUTION OF RESPONDENT BASED ON EDUCATION STATUS.
	QUALIFICATION
	NUMBER
	PERCENTAGE

	Professionals 
	3
	13%

	Post Graduates
	2
	9%

	1st Degree/HND
	12
	52%

	NCE/HSC/OND
	5
	22%

	WAEC/GCE
	1
	4%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025

Question 3
DISTRIBUTION OF RESPONDENT BASE ON SEX
	QUALIFICATION
	MALE
	PERCENTAGE

	Professionals 
	2
	1

	Post Graduates
	2
	0

	1st Degree/HND
	3
	3

	NCE/HSC/OND
	2
	3

	WAEC/GCE
	1
	0

	Total 
	10
	7


Source: Administered Questionnaire, 2025
	The education background of respondent shows out 17 respondent, 8 are 1st degree/HND holder which is the highest figures. It can be seen that the majority of respondent falls within a reasonable educated people. The implication of this is that these categories of respondent have sound education status therefore information provided by these on banking operation and various regulation controls of CBN of liquidity of deposit money banks can be relied on.
Question 4
DISTRIBUTION OF RESPONDENT BASED ON YEAR OF WORKING EXPERIENCE
	YEAR OF EXPERIENCE
	NUMBER
	PERCENTAGE

	0-2 YEARS
	2
	9%

	3-5 YEARS
	7
	30%

	6-10 YEARS
	9
	39%

	11-15 YEARS
	3
	13%

	ABOVE 15 YEARS
	2
	9%

	TOTAL
	23
	100%


Source: Administered Questionnaire, 2025
	The total above shows the respondent with 6-10 years of experience have highest figure of (9) nine respondents representing 39% of the sample. It can therefore be inferred this category of respondents are well knowledgeable about bank operations and various regulatory controls of CBN over liquidity of the banking industry.
SECTION TWO: Questionnaire in section two contains twelve (12) questions all of which enquires into the extent of failure of central bank of Nigeria by liquidity control over deposit money banks. There alternative answer that suits that circumstance was given. The 3 alternative answers are certainly/regularly partially occasional not all. 


QUESTION 1: DID CBN ORDINANCE OF 1958 WHICH LED TO THE CREATION OF BANK GIVE ADEQUATE REGULATORY TO CBN OVER DEPOSIT MONEY BANKS.
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Certainly 
	17
	74%

	Partially 
	5
	22%

	Not at all
	1
	4%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
Out of 23 respondents, 17 respondents has the highest figure which shows that the CBN of 1958 give adequate regulatory powers in CBN over deposit money banks.
QUESTION 2: HOW OFTEN TO DEPOSIT MONEY BANKS CONFIRM WITH THE LIQUIDITY REQUIREMENT?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Regularly 
	19
	83%

	Occasional 
	3
	13%

	Not at all
	1
	4%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
19 respondents of 23 respondents the highest figure showing that deposit money bank conform liquidity requirement regularly while 3 respondents responds occasionally and 1 not at all.


QUESTION 3 ARE RETURN REQUIRED BY CNB FROM DEPOSIT MONEY BANKS SUBMITTED BY THESE BANKS?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Regularly 
	20
	87%

	Occasional 
	3
	13%

	Not at all
	-
	-

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
This shows that Deposit money banks regularly submit requires return by CBN
QUESTION 4: FOR NON-COMPLIANCE OF DEPOSIT MONEY BANKS WITH CBN LIQUIDITY CONTROLS ARE THEY PENALIZED ACCORDING TO THE PROVISION OF THE BANKING ACT?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Certainly  
	10
	83%

	Partially 
	4
	17%

	Not at all
	-
	-

	Total 
	14
	100%


Source: Administered Questionnaire, 2025
The highest figure is represented 10 respondents, which implies that deposit money banks non-compliance with CBN liquidity control penalized according to the banking act provision.



QUESTION 5: HAS THERE BEEN ANYTIME WHEN YOU THINK THE CONTROL OF CBN DEPOSIT MONEY BANKS EXCESSIVE?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Regularly 
	7
	30%

	Occasional 
	15
	66%

	Not at all
	1
	4%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
15 respondents represent the highest figure which shows that there are time the control of CBN on commercial banks are excessive.
QUESTION 6: ARE THERE INDICATIONS IN THE ECONOMY WHICH MAKES CBN WERE THAT THERE IS NEEDED TO INCREASE OR DECREASE LIQUIDITY REQUIREMENT OF DEPOSIT MONEY BANKS.
	ALTERNATIVE ANSWER
	RESPONDENTS
	PERCENTAGE

	Yes 
	23
	100%

	No 
	-
	-

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
This shows that the CBN is agitated towards increasing or decreasing liquidity requirement of deposit money banks by economy indications.



QUESTION 7: WHAT ARE THE INSTRUMENT OF LIQUIDITY CONTROLS THAT THE CBN USE TO REGULATE ACTIVITIES OF DEPOSIT MONEY BANKS TO PREVENT BANK FAILURE?
i. Liquidity ratio
ii. Loan analysis
iii. Capital adequacy
iv. Periodic returns to CBN
v. Minimum reserve requirements
QUESTION 8: ARE ALL INSTRUMENTS USED AT SAME TIME?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Regularly 
	5
	22%

	Occasional 
	11
	48%

	Not at all
	7
	30%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
QUESTION 9: IF THIS RESPONSE IS NO STATES THE REQUIREMENT WHICH ARE COMMON USED AT THE SAME TIME TO PREVENT BANK FAILURE.
i. Minimum reserve requirement
ii. Capital adequacy
iii. Periodic return
QUESTION 10: DID THE CBN GIVE ADEQUATE TIME TO THE BANKS TO COMPLY WITH THE LIQUIDITY REGULATION?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Certainly  
	14
	61%

	Partially 
	7
	30%

	Not at all
	2
	9%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
This shows that the CBN give adequate time to banks to comply with their liquidity regulations.
QUESTION 11: DESPITE ALL THESE CONTROLS IS THERE ANY BANK FAILURE SINCE THE INCEPTION OF CBN ORDINANCE OF 1958?
	ALTERNATIVE ANSWERS
	RESPONDENTS
	PERCENTAGE

	Certainly  
	13
	57%

	Partially 
	10
	43%

	Not at all
	-
	-

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
This indicate that certainly there are bank failure since the inception of CBN ordinance of 1998 but only a title above average as some respondents ticks.
	ALTERNATIVE ANSWER
	RESPONDENTS
	PERCENTAGE

	Yes 
	19
	82%

	No 
	4
	18%

	Total 
	23
	100%


Source: Administered Questionnaire, 2025
Majority of the respondent (82%) accept that CBN liquidity controls are certainly effective.


4.3	TEST OF HYPOTHESIS
Ho: Liquidity control prevent banks failure in Nigeria
HI: Liquidity control does not prevent bank failure in Nigeria using the simple average compaism 82.6% of the respondent are in affirmation (i.e Test) while only 17.4 only disagree (based on question 12) (i.e answer No). this confirm the acceptance of the Null (Ho) hypothesis and rejection of the alternative hypothesis (Hi) some other supportive questions shows the liquidity control prevent banks failure in Nigeria are the follow “Question 4” for now compliance of commercial bank with the CBN liquidity controls, are they penalized according to the provision of the bank act?
	83% of the respondent certainly accepts and the remaining 17% partially accepts.
Question 5: has three being anytime when you think the controls of CBN on deposit bank accept that the CBN controls are occasionally excessive (i.e Not frequent) and makes the highest representation.
Hence it is concluded that liquidity control prevents bank failure.
Hypothesis II
Ho: The control weapon (reserve ratio’s of CBN affects the efficiency of deposit money bank)   
Ho: The control weapon does not affect the efficiency of deposit money banks. Using the sample average composition 100% of the respondents are in affirmation (i.e Yes) that the control weapon of CBN affect the efficiency of Deposit Money Bank, hence then, profitability (based on question 6) the CBN fashion out its control weapon with regards to indications in the economy (especially in the banking industry). This confirms the acceptance of the Null hypothesis (Ho) which the alternative hypothesis is rejected. Other supportive questions are question 2.3 and 10.
	The acceptance of these two hypothesis signifies that the CBN controls are inevitable for the survival of deposit money bank in Nigeria in Nigeria. Therefore the liquidity profitability dilemma should be reconciled.

4.4	INTERPRETATION OF DATA
The results were obtained from the research carried out and were explicit interpreted to evaluate the validity of the hypothesis.
Base on the result obtained useful suggestions were necessary.
Two types of Hypothesis were explicit covered.
1. Liquidity control prevents bank failure in Nigeria
2. The control weapon of CBN (reserve rate affects the efficiency of deposit money bank in Nigeria)
The two hypothesis will be tested using information from the questionnaire and contingency table formed the observe frequencies.
The main statistical techniques that is going to be used in the simple average comprise.







CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1	SUMMARY
	Based on the analysis of data the work, the following result were found:
1. The banks huge cash Balance are not effectively and efficiently because of the fear of liquidity which consequently limit the profitability of banks.
2. There is a weak demand for loan by eligible banks customers which often lend to excess cash stock in the banks.
3. Adequate but not excessive liquidity is important for the viability of deposit money bank so as not to limit project making.
4. The CBN controls are inevitable for the survival of deposit money banks in Nigeria as banks strive to reconcile liquidity and profitability dilemma.

5.2	CONCLUSION
	In the high of the revelations made by this study, the following conclusion, can be drawn.
i. The asset selection on deposit money bank was not optimal
ii. That the actual gross earning recorded at the end of each financial years was not optimal due to poor asset selection.

5.3	RECOMMENDATIONS
	From the result obtained from the hypothesis tested. It can be concluded that liquidity and profitability are rival variable both of which are inevitability to banks management.
i. Having shown that portfolio management and earning were suboptimal using the present method (i.e d.o.F.A and a.A.a). I recommend full implementation of linear programming techniques which has been discussed in “chapter two” of this study. I believe this will result in higher result in higher returns in more diversified portfolio and better compliance with credit guidelines.
ii. The present position of bank cash balance is unacceptable it is relatively to high and requires immediate top management attention (inventory theoretical model cash management should be used to find the optimal level of cash holding annually based on demand for cash). The huge surplus balance of bank could have been more profitability used for increasing investment in treasury bill, treasury certificates, e.t.c. if proper cash management system has been use.
iii. There is excess liquidity position from Nigeria banks. This an indication that demands for laonable fund do not necessarily expand their lending in order to bring their reserve or liquidity ration to the stipulated minimum.
This can be overcome by inventory excess assets in the prepared sector of the economy without contravening the laws. The yields on these assets are relatively high and CBN does not place restriction on the maximum amount but stipulated the minimum that must be invested. Investment in deventire stocks should also be increase to the maximum obtainable on view of its high yield relatively short maturity and safety. 
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