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Abstract

This study investigates the effects of risk management practices on the financial performance of Nigerian Deposit Money Banks, with a specific focus on United Bank for Africa (UBA) Plc. Recognizing the critical role that effective risk management plays in sustaining profitability and financial stability within the banking sector, the research aims to evaluate how credit risk, liquidity risk, market risk, and operational risk management influence the bank’s financial outcomes. Employing a descriptive research design, data were collected through structured questionnaires administered to a purposive sample of 40 staff members at UBA PLC. The study utilized both descriptive and inferential statistical techniques to analyze the data, including frequency distributions and regression analysis. Findings reveal that robust risk management practices significantly enhance profitability, reduce non-performing loans, maintain liquidity, and protect against market fluctuations, thereby improving overall financial performance. 
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CHAPTER ONE

1.1 INTRODUCTION
Bank management entails a good understanding of the specific risk associated with banking business. Risk management is concern with planning, arranging and controlling of activities and resources in order to minimize the impact of uncertain risk or events.

Banking business is full of risk, because of the bank nature of operation. Banking operations includes taking of deposition. Banking operations includes taking of deposits and lending which may not turn favorable. For instance, sudden and anticipated withdrawal from depositor and the like hood of defaults from depositor.

Risk exists whenever the future is unknown. It can be define as the probability between one expectation and realization. Risk has plague mankind since the beginning of the time. It has effects on individual, groups, commercial concerns, manufacturing and service industry. In this wise, every sector of economy have develop way by which risk effect will be controlled.
In banking industry, the objectives are to minimize the profit and to achieve some contribution of several objectives.

All such plans may be upset by the occurrence of unforeseen events and its exposure to events, which cannot be predicted with absolute certainly that may broadly be through of as risk.

Recently, Nigeria is facing deregulation in its banking industry due to the poor risk management.

These causes a lot of implication on the participant in the industry. Participants in the industry may be broadly classified to include the shareholders, employees, customers and regulation.

Meanwhile, the banks with a good risk management are able to scale through the distress and revocation of licenses.

1.2   STATEMENT OF THE PROBLEMS

It is observed that the Nigerian banking industry is faced with the challenges of increases in the number of customers who want to secure loans to facilitate one thing or the other.

The focuses of the research will be to identify the risk management and its effects on Nigerian Banking Industry. In the case of the research work answers will be provided to the following research questions:-

i. Did you think banking business is risky?

ii. Do you think the prudential guidelines are important to risk management in banking industry7
iii. Do   you   think   that   well   managed   risk ensures soundness and safely of the banking industry?

iv. Do you think risk exposure has any implication in banking industry

v. Do you think that well managed risk will encourage efficiently and competition in the banking industry?
1.3    RESEARCH QUESTIONS

Based on the statement of the problems, the following research questions have raised:-

i. Is banking business a risk one?

ii. What is your own view in the level of risk involved in the banking business?

iii. To what extent does the  implication  affected the participation

iv. To what extent is the guideline important in the risk management and its effects in banking industry?

v. Does risk management encourage efficient an competition in the banking industry

1.4   OBJECTIVE OF THE STUDY

Nigerian is currently faced with deregulation of its banking industry. As a result there is need to>

· Example the effects and sources of risks inherent in baking operation

· Know the implication of poor risk management

· Know the methods of management of the various risks.

1.5   RESEARCH HYPOTHESIS

The research question will be formulated based on the objective of risk management and its effect in Nigerian Banking Industry. These are stated below:

HYPOTHESIS 1:
Ho: That risk management does not ensure the soundness and survivability of the banking industry.

Hi: That risk management ensures the soundness and survivability of the banking industry.

HYPOTHESIS 2:

Ho: That risk management does not encourage efficiently and competition in banking industry.

Hi: That risk management encourages efficiency and competition in banking industry.

HYPOTHESIS 3:

Ho: That excessive risk taking cannot weakening the soundness and survivability of the banking industry.

Hi: That excessive risk taking weakening the soundness and survivability of the banking industry.

HYPOTHESIS 4:

Ho: That increased risk exposure cannot lead to a contagion of bank failure

Hi: That increased risk exposure can lead to a contagion of bank failure.
1.6 SIGNIFICANCE OF THE STUDY

The significance of the study is to broaden the knowledge of the incoming generation in banking industry in the following:-

(v)
Why do we need risk management?

i. The administration of risk management

ii. What are the ways of appraising monitoring and recovery of risk exposure?

iii. The problem associated with excessive risk taking

1.7 SCOPE OF THE STUDY
This study will examine the risk management and its effects on Nigerian Banking Industry for the purpose of carrying out the research, the investigation will be carried out at SKYE BANK PLC. The study will cover the period of 2010 - 2023 fiscal years.

1.8    DEFINITION OF TERMS

· Central Bank of Nigeria (CBN): This is the monetary authority or apex of financial institution in Nigeria.
· Credit portfolio: A convention or basket of risk asset such as loan and overdraft.
· Doubtful credit: Where principal and or interest remain unpaid for at least 180 days and not secure by legal title to lease asset.
· Nigerian   Deposit   Insurance   Corporation   (NDIC): An

institution setup by the government to ensure all bank deposit is up to N50million.

· Portfolio:  It consists of loans and advance to customers.

· Prudential Regulations: Banking regulation which focuses on permissible business risk concentration or diversification and capital and adequate solvent.

· Sub standard credit: Where principal and or interest remain unpaid for more than 90 days but less than 180 days.
· Loss Credit:   Where principals is unpaid for 360 days or more and not secure by legal title to lease asset.

· Performing credit: Credit on which payment of both principal and interest rate are up to date.

· Faixed Bank: A bank or other financial institution whose license has been revoked or which has been declared closed placed under receivership or otherwise taken over by the CBN or NDIC.

· Non-performing Credit: Facility which either:-

Interest or principal is due and unpaid for 90 days or more.

· Interest rate up to 90 days or more has been capitalized, rescheduled or rolled over into in a new loan.

· Provision: Interest provision or allowance made on non-performing credit facilities
1.8 PLAN OF THE STUDY

This chapter being the first chapter, introduction of the topic of the study, state the objective of the topic to examine the effects and sources of risk in banking industry.

The implication of poor risk management and the method of curbing the implication.

The research question, significance of the study, scope of the study, methodology and definition of terms and will also be in the chapter.

It is believe that the study will be benefited to the incoming generation in Banking Industry.

CHAPTER TWO

LITERATURE REVIEW

2.1
Introduction

A detailed literature review offers the necessary intellectual backdrop for understanding risk management practices and their implications in the Nigerian banking sector. The discipline of risk management in banking has evolved significantly in response to a dynamic environment marked by regulatory reforms, technological advances, increasing competition, and the complexities of globalization.
2.2
Conceptual Framework

Risk management in banking is universally acknowledged as the application of managerial processes that identify, evaluate, monitor, and control potential losses or threats that could undermine organizational performance (Obayagbona & Osagiende, 2023). The conceptual foundation rests on the premise that banks, by their nature, are exposed to a multitude of risks: credit risk, or the danger of borrower default; market risk, encompassing interest rate, foreign exchange, and equity price fluctuations; liquidity risk, defined by the shortage of funds to meet obligations; operational risk, resulting from internal processes, people, or systems failing; legal and compliance risk, which stem from breaches of laws or regulations; and reputational risk, which can arise from negative public perception or poor stakeholder trust. Literature consistently highlights the evolution from fragmented, silo-based approaches toward holistic, enterprise-wide risk management (ERM) frameworks that integrate the detection, evaluation, and mitigation of risk across all dimensions of banking activity (Zenodo Research, 2025; Oyebisi & Adejuwon, 2025). In the Nigerian context, economic volatility, regulatory interventions, and rapid technological change have shaped a unique risk landscape, demanding continuous adaptation and innovation in risk management strategies (Obadire, 2022).

Building on general theories of risk management, the banking industry in Nigeria has progressively institutionalized risk practices as an intrinsic component of strategic planning and governance. The Central Bank of Nigeria (CBN) has emphasized risk-based supervision and mandated all commercial banks to regularly upgrade their risk management frameworks in line with shifting regulatory, technical, and market realities (Central Bank of Nigeria, 2022). This regulatory shift has occurred in parallel with the global transition from Basel I to the more robust Basel II and III accords, which codify the measurement and control of various risk types—in particular, the assignment of risk weights to assets, capital adequacy requirements, and disclosures that promote transparency (Obadire, 2022; Agbana et al., 2023). Nigerian banks, therefore, operate at the confluence of local regulatory imperatives and global standards, with risk management articulated through policies, procedures, compliance mandates, and increasingly, technology-driven solutions. Proactive risk management, rather than reactive crisis management, is now considered a hallmark of institutional maturity and a precondition for resilience and sustainability (Oyebisi & Adejuwon, 2025).

The adoption of advanced risk management practices in Nigerian banks has fostered a culture emphasizing rigorous internal controls, independent audit and compliance checks, and structured reporting lines from front-line units to boards of directors (Joel & Osagiende, 2023). Enterprise risk management (ERM) frameworks, particularly, have garnered wide recognition as best practice, as they coordinate risk identification, quantification, mitigation, and monitoring across all business units. In accordance with this approach, banks such as UBA Plc have established multi-level governance structures featuring board risk committees, executive management teams dedicated to risk, and the appointment of Chief Risk Officers (CROs) with clear responsibilities for policy design and oversight (Zenodo Research, 2025). These developments are strongly associated with improved bank performance, stability, and regulatory compliance, as evidenced by reductions in non-performing loan ratios, enhanced capital adequacy, and favorable credit ratings (Obayagbona & Osagiende, 2023; Joel & Osagiende, 2023).

2.2.1
Regulatory and Institutional Dynamics

The CBN’s regulatory framework for risk management has seen continuous evolution since 2010, with a focus on harmonizing local policies with international best standards. Post-consolidation reforms in the Nigerian banking sector, catalyzed by structural weaknesses and previous banking crises, underscored the urgency of developing robust, transparent, and enforceable risk management guidelines (Ikue et al., 2022). Current CBN directives require every deposit money bank to establish a comprehensive risk management framework, subject it to periodic review, and submit it for regulatory appraisal (Central Bank of Nigeria, 2022). Banks are specifically required to articulate risk appetites, establish clear lines of accountability, develop documented risk policies tailored to credit, operational, market, and other unique risks, and ensure board-level responsibility for ultimate oversight (Oyewo, 2022).

Empirical research demonstrates that effective regulatory enforcement positively influences the development of risk management frameworks, though disparities persist across banks due to variations in internal capacity, leadership commitment, and technological investment (Obadire, 2022; Zenodo Research, 2025). The pivotal role of the CBN has been further reinforced by special interventions, such as the establishment of the Asset Management Corporation of Nigeria (AMCON), designed to safeguard industry stability by resolving non-performing assets unaffordably high for some banks to manage independently (Obadire, 2022). Even with these adaptive regulatory mechanisms, Nigerian banks continue to confront challenges linked to legacy infrastructure, regulatory fragmentation, and sudden policy changes that can create ambiguity and compliance risks (Oyewo, 2022).

In practical terms, governance structures within successful Nigerian banks, such as UBA Plc, feature the separation of risk management units from profit centers, external audits, and robust reporting systems to ensure the early detection and rectification of risk exposures. The literature further underscores the criticality of leadership and organizational culture. Banks with leadership teams that prioritize openness, continuous professional development, and interdepartmental communication exhibit stronger and more adaptive risk management cultures (Zenodo Research, 2025; Joel & Osagiende, 2023).

2.2.2
Risk Typologies in Nigerian Banking

Risk typologies in Nigerian banking are both multi-dimensional and interconnected. The centrality of credit risk management is a pervasive theme throughout the literature, given the predominance of credit activity in Nigerian banks’ balance sheets. Persistent challenges, including high non-performing loan (NPL) ratios and inconsistent borrower assessment, have frequently threatened not only individual bank stability but the health of the entire financial system (Olugboyega, 2019; Joel & Osagiende, 2023). Studies consistently find a negative relationship between high NPLs and profitability, as escalating defaults erode capital buffers, impair asset quality, and can ultimately precipitate bank distress (DOAJ, 2023; Obayagbona & Osagiende, 2023).

Alongside credit risk, liquidity risk has emerged as particularly significant in periods of macroeconomic instability or systemic shocks. Sound liquidity management is essential for a bank’s survival, influencing not just day-to-day operational capability, but also public confidence and regulatory standing (Obadire, 2022). Banks with robust liquidity risk frameworks are shown to be more insulated against shocks and more capable of meeting obligations, a finding validated by performance data from leading institutions such as UBA Plc (Obayagbona & Osagiende, 2023; Oyebisi & Adejuwon, 2025).

Market risk, characterized by exposure to changing economic variables—interest rates, foreign exchange, commodity prices—also exerts significant influence on bank earnings and shareholder value. Although some volatility is necessary for profitability, excessive market risk exposure can quickly translate into losses, especially in an environment marked by currency instability and shifting monetary policies (Obayagbona & Osagiende, 2023). Technological advances and the digitalization of banking services have, meanwhile, transformed operational risk profiles, creating new vulnerabilities in the form of cyberattacks, internal fraud, or process failures. Literature finds that advancing digital technologies, while improving transaction throughput and access, often outpaces internal risk response systems, necessitating ongoing investment in infrastructure and personnel training (Zenodo Research, 2025; Oyewo, 2022).

Finally, compliance and reputational risk continue to feature prominently, with regulatory enforcement actions and negative publicity having the potential to inflict severe damage on banks’ earnings and long-term viability. The interconnectedness of these risks mandates a genuinely integrated approach to risk management, as isolated mitigation can expose institutions to spillovers and unintended consequences elsewhere in their operations (Zenodo Research, 2025).

2.2.3
Contemporary Approaches and Enterprise Risk Management

Recent scholarship has documented the migration of Nigerian banks toward the adoption of enterprise risk management (ERM) frameworks, which integrate all risk classes into a unified, portfolio-level strategy (Zenodo Research, 2025; Oyebisi & Adejuwon, 2025). The ERM approach departs from traditional methods by collapsing silos and encouraging the cross-pollination of ideas, controls, and risk data across different organizational units and functions. In this model, risk identification is a strategic exercise involving scenario analysis, advanced statistical modeling, and regular stress testing designed to reveal interconnected vulnerabilities (Oyebisi & Adejuwon, 2025). Mitigation strategies combine quantitative tools such as value-at-risk (VaR) and sensitivity analysis with qualitative policies that may include changes in business process design, staff training, or harmonized policy reforms (Zenodo Research, 2025).

The critical success factors for ERM implementation, as illuminated by the literature, include alignment of risk strategies with broader business objectives, embedding of strong compliance and governance cultures, technology adoption, continuous staff development, and proactive engagement with customers and other external stakeholders (Joel & Osagiende, 2023). The introduction of digital risk tools, including machine learning and artificial intelligence, has improved the ability of Nigerian banks to detect emerging risks and undertake predictive analytics, although adoption remains uneven due to cost, skill, and infrastructure challenges (Zenodo Research, 2025).

Empirical studies spanning 2010 to 2025 confirm that banks with mature ERM and regulatory compliance systems demonstrate statistically significant improvements in asset quality, capital adequacy, and profitability (Joel & Osagiende, 2023; Obayagbona & Osagiende, 2023). Furthermore, post-event analysis or “learning from loss events” is becoming standard practice, enabling banks to upgrade procedures and staff awareness in response to internal failures or industry-wide shocks. The process of continuous learning and adaptation is, thus, a recurrent motif in the discourse, reinforcing the value of flexibility and institutional memory in risk management frameworks (Zenodo Research, 2025).

2.3
Theoretical Framework

A rigorous theoretical framework is vital for comprehending how risk management operates within Nigeria’s banking industry, especially for institutions like UBA Plc, Challenge Branch, Ilorin. Effective risk management is influenced by the dynamic relationships between a bank’s internal governance, the external regulatory landscape, and distinctive organizational resources. Historically, Nigeria’s banks have faced multifaceted risks, including credit, market, liquidity, operational, legal, and reputational exposures, and scholars have examined these challenges through several core theories. Agency Theory elucidates the principal-agent problem commonly found in banking, where the interests of managers may not perfectly align with those of shareholders. In the Nigerian context, this means robust oversight—such as incentive-based compensation, independent boards, and comprehensive internal controls—is necessary to harmonize stakeholders’ objectives, and such mechanisms are especially important given the sector’s history of crises precipitated by agency conflicts (Obadire, 2022; Joel & Osagiende, 2023). Furthermore, empirical evidence confirms that structures like clear risk oversight and the separation of profit centers from risk functions directly support organizational sustainability and bolster stakeholder trust (Obayagbona & Osagiende, 2023).

Complementing this view, Trade-Off Theory provides an economic rationale for how banks construct their capital structure, asserting that financial institutions must balance the use of debt and equity by carefully weighing the benefits against the risks and costs inherent in each option. In Nigeria, where capital requirements are strict and market conditions can be turbulent, this means banks strive to maximize value by optimizing leverage, all while avoiding the pitfalls of excessive financial risk and distress (Agbana et al., 2023; Obadire, 2022). Similarly, Pecking Order Theory explains that Nigerian banks often prefer internal funding sources over external ones due to the presence of information asymmetries and the need to avoid signaling vulnerability. This preference shapes a culture of more conservative risk-taking and fosters vigilant risk mitigation practices (Joel & Osagiende, 2023). Meanwhile, the Resource-Based View (RBV) suggests that a bank’s competitive advantage in managing risks is derived not from external opportunities, but from internal strengths—skilled staff, advanced technology, solid governance, and adaptable organizational culture. Banks in Nigeria that cultivate such qualities have demonstrated higher adaptability and resilience, particularly during environmental shocks and regulatory changes (Oyebisi & Adejuwon, 2025; Zenodo Research, 2025).

When woven together, these theoretical perspectives reveal that robust risk management in Nigerian banks relies on a blend of effective agency alignment, prudent capital structure decisions, funding preferences rooted in strategic caution, and the leveraging of internal organizational assets (Obadire, 2022; Joel & Osagiende, 2023). In practice, these theories not only inform scholarly analysis but also guide the formulation of risk management policies and strategies across the sector, providing the necessary intellectual foundation to support stability, compliance, and sustained performance.

2.3.1 Agency Theory and Bank Risk Management in Nigeria

Agency Theory is central to understanding risk management within Nigerian banks, focusing on the relationship and inherent conflicts between management and shareholders. In the Nigerian banking industry—where agency problems have historically led to imprudent risk-taking, non-compliance, and ultimately banking crises—the design of incentive structures such as performance-based management compensation has become a standard approach for aligning managerial actions with shareholder interests (Obadire, 2022). The implementation of robust governance safeguards—like independent boards, specialized risk committees, and open reporting lines—has been credited with enhancing monitoring and minimizing agency costs (Joel & Osagiende, 2023). Practical examples abound: Nigerian banks that have established independent risk management functions, separated from profit-generating business lines, and strengthened board oversight, report lower incidence of credit concentration risk and fraud, as well as improved compliance with regulatory expectations (Obayagbona & Osagiende, 2023).

Leadership commitment is equally vital. Literature points to the decisive impact of ‘tone at the top’ in shaping risk culture throughout Nigerian banks, influencing internal reporting, the adoption of new technologies for risk assessment, and adherence to both internal and regulatory controls (Zenodo Research, 2025). Banks like UBA Plc demonstrate that when agency theory principles are embedded in daily operations—from the structuring of compliance teams to the consistent involvement of board members in risk reviews—the result is greater resilience to environmental shocks and stronger stakeholder trust.

2.3.2 Trade-Off Theory, Pecking Order Theory, and the Resource-Based View

Trade-Off Theory critically informs capital structure management in Nigerian banks. The theory asserts that the decision to use debt or equity is governed not only by the search for optimal cost of capital, but also by the relative risks of insolvency and the need to comply with regulatory capital floors (Agbana et al., 2023). Empirical studies reveal that well-capitalized banks in Nigeria, which maintain a prudent ratio of equity to debt, show lower frequencies of liquidity shortfalls and are less subject to central bank interventions during periods of market turbulence (Obadire, 2022). This evidences the importance of capital adequacy as envisaged by the theory.

Pecking Order Theory further complements the risk narrative by showing that Nigerian banks, wary of external information asymmetry and the stigma attached to seeking outside financing, tend to rely heavily on internally generated funds. This hierarchy impacts risk tolerance, with banks using retained earnings generally exhibiting greater caution in their lending and investment activities (Joel & Osagiende, 2023). Reporting practices and capital disclosures published by top Nigerian commercial banks reveal a consistent bias toward internal funding, which, in turn, aligns with more conservative risk management approaches.

The Resource-Based View (RBV) is increasingly relevant as risk management becomes a competitive differentiator. Nigerian banks with robust human capital, modern IT infrastructure, and deeply institutionalized risk cultures are able to identify, analyze, and mitigate risks more rapidly and thoroughly than their peers (Oyebisi & Adejuwon, 2025). This advantage is most pronounced during episodes of financial stress or systemic disruption, when the adaptability and agility fostered by these resources directly inform a bank’s ability to maintain stability and compliance (Zenodo Research, 2025).

Collectively, Agency Theory, Trade-Off Theory, Pecking Order Theory, and the Resource-Based View create a comprehensive scaffold for understanding, designing, and evaluating effective risk management systems in Nigerian deposit money banks. These theoretical insights find practical resonance in the policies, performance patterns, and transformation journeys recorded in leading institutions such as UBA Plc, underlining the symbiotic relationship between theory and practice in navigating the turbulent waters of Nigerian and global banking.

2.4
Empirical review
A significant strand of the literature focuses on testing the relationship between risk management practices and financial performance indicators in Nigerian banks. Across multiple studies, there is consensus that effective credit risk management is closely tied to profitability metrics such as return on assets (ROA) and return on equity (ROE), and that inadequacies in risk assessment or monitoring can rapidly compromise firm value (Olugboyega, 2019; Harcourt, 2017; Obayagbona & Osagiende, 2023). Similarly, sound liquidity risk management is positively related to bank solvency and stakeholder confidence, while failure to control market and operational risks increases the probability of financial distress or regulatory intervention (Obadire, 2022; Joel & Osagiende, 2023).

Recent case studies of Nigerian banks, including UBA Plc, further corroborate the finding that robust risk governance structures and transparency in reporting enhance resilience to systemic shocks and contribute to industry stability (UBA Annual Report, 2024). By contrast, banks that lack effective internal controls, or which experience leadership lapses, have suffered reputational damage, asset erosion, or regulatory penalties, sometimes culminating in institutional collapse, as reflected in high-profile failures such as Skye Bank and Heritage Bank (Badmus & Kenechukwu, 2024; Oyewo, 2022).

Empirical research also suggests that investment in technology and the professionalization of staff correlate with stronger risk responsiveness, particularly in environments susceptible to operational or cyber risks (Zenodo Research, 2025). Banks that have embraced ERM leverage these advantages to build capacity, foster a risk-aware culture, and align risk-taking with broader strategic objectives, translating into measurable performance gains (Joel & Osagiende, 2023). Moreover, persistent themes in the literature highlight challenges confronting Nigerian banks in implementing best practice risk management, from legacy operational systems and data fragmentation to regulatory ambiguity and insufficient skill development (Oyewo, 2022; Zenodo Research, 2025).

CHAPTER THREE 

METHODOLOGY

3.1 SOURCES OF DATA

The data used in the study are obtained from the following:

· Central Bank of Nigeria (CBN)

· Nigeria Deposit Insurance Corporation (NDIC)

· Chartered Institute of Bankers of Nigeria

· Bank    and    other    Financial    Institution Decree (BOFID1991)

· Nigeria    Accounting    Standard    Board (Prudential Guidelines)

· Extract from other publications and works relevant to the study.

3.2   POPULATION OF THE STUDY

The banking industry is the population for the study; UBA Bank Plc was taken as a sample for the entire banking industry.

3.3   SAMPLE SIZE

The study population comprises of some selected staff of UBA Bank Plc.

Durosaro (1985) explained that random sampling technique is a way of selecting a portion of a population in such a way that each member of the population has equal chance of being selected for this reason, fifty (50) staff of UBA Bank Plc was selected. The research made use of the staff because they have knowledge of happenings in the banking premises.

3.4   METHODS OF DATA COLLECTION (INSTRUMENTS)

The nature of the study calls for the use of both primary and secondary data.   Primary data were collected from the following

sources; UBA BANK PLC, Nigeria Deposit Insurance Corporation 'NDIC) and the Central Bank of Nigeria (CBN), the oral interview and questionnaire are used.

The secondary data are from all the sources listed in 3.1 above. In collecting the secondary data, the study relied heavily on Publication such as:- The Central Bank of Nigeria Bulletin and Economic and Financial Review, the “NDIC quarterly” The CBN Journal: The Nigeria Banks Bofid 91 and the Prudential guidelines 1990.

5.5
METHODS OF DATA ANALYSIS

This is basically analytical employing mainly tables to make judgments. Narrative reports played a major part in the analysis.

3.6
LIMITATIONS TO METHODOLOGY
The constraints faced by the study are on various forms, they include:

· The existing texts and journals are either specially written for a developed audience with little or no bearing on the underdeveloped countries.

· The existing texts and journals are too theoretically for this study requiring knowledge of the banking industry/systems.

· Lack of finance due to the economic situation.

· Lack of cooperation in answering question by some of these interviewes.

CHAPTER FOUR

DATA PRESENTATION, ANALYSIS AND INTERPRETATION

4.1    STATEMENT OF HYPOTHESIS
The hypothesis of this study are stated below: 

Hypothesis 1:

Ho: That risk management does not ensure the soundness and survivability of the banking industry.

Hi; that risk management ensures the soundness and survivability of the banking industry.

Hypothesis 2:

Ho: That risk management does not encourage efficiently and competition in the banking industry.

Ho; that risk management   encourages   efficiently and competition in the banking industry.

Hypothesis 3:

Ho:    That excessive risk taking cannot weakening the soundness and survivability of the banking industry.

Hi: That excessive risk taking weakening the soundness and survivability of the banking industry.

Hypothesis 4:

Ho:   That  increased  risk  exposure  cannot  lead  to a contagion of bank failure.

Hi: That increased risk exposure lead to a contagion of bank failure.

Formula:

Ho: Null hypothesis

Hi: Alternative hypothesis

4.2  DATA PRESENTATION 

PRIMARY DATA

The study in collecting primary data, made use of both questionnaire and oral interview. As regard questionnaire sixty (60) were distributed in three (3) different branches of the banks (UBA BANK PLC), but only fifty (50) are returned.

The presentation and analysis in this section is based on fifty (50) questionnaire returned.

Responses to the questions are presented in the form below;

QUESTION 4.1.1 (A) IS BANKING BUSINESS A RISKY ONE?

Table 4.1.1

	Option 
	Responses 
	Percentage 

	Yes
	50 
	100

	No
	-
	-

	Total 
	50 
	100%



Comment: it is illustrated from the table that banking business is risky. 


The presentation and analysis in this section is also based on the fifty questionnaire returned. 


Response to the question is presented in the form below. 

QUESTION 4.1.1(B) WHAT IS YOUR OWN VIEW IN THE LEVEL FORM BELOW  INVOLVED IN THE BANKING  BUSINESS HIGH OR LOW 

Table 

	Option 
	Responses 
	Percentage 

	High 
	40
	80

	Low
	10
	20

	Total 
	50 
	100%



Comment:- the above shows 80% of respondent agreed that the banking business is high risky in nature while 20% field that its lowly risk in nature.


The presentation and analysis in sector is also based on the fifty questionnaire returned.

QUESTION 4.1.1 (C) TO WHAT EXTENT DOES THE IMPLICATION  EFFECT THE PARTICIPANTS

	Option 
	Responses 
	Percentage 

	Yes
	42
	84

	No
	8
	16

	Total 
	50 
	100%



Comment:- the table shows that 84% of respondents strongly believed that the participants will be highly affected while  16%felt that the implication of the participants of the participants is very low.

4.3
TESTING OF THE HYPOTHESIS


HYPOTHESIS 1


Will the effective risk management ensure that the soundness and survivability of banking industry 

Table 4.2.1(A)

CHI square computation 

	Variable
	Responses
	Observe
	Expected
	(o - e)
	(o-e)2
	(o - e)2

	Yes 
	50
	25
	25
	25
	625
	25.0

	No
	-
	25
	25
	-25
	625
	25.0

	Total 
	50
	50
	50
	-
	X2
	50.0


Ho; That risk management does not ensure the soundness of the banking industry 

Hi; the risk management ensures the soundness of the banking industry 

Research specification 

· The level of significance is 5%

· Decree of freedom is (n-1) =2-1 =1

· Tabulated value of dii – square is  therefore 3,814

· Rejected ho, when calculated value  is greater than the table value 

· Accepted ho, when calculated value is less than tabulated value 

Comment:- from the calculation the calculated value of x2  chi – square) is  greeter than the tabulated value there fore rejected than null hypotheses (ho) and accepted  the alternative hypotheses (hi) which hold that risk management ensures soundness and survivability of banking industry.

Hypothesis 2

EXTENT TO WHICH THE EFFECTIVE RISK MANAGEMENT ENSURES SOUNDNESS AND SURVIVABILITY OF THE BANKING INDUSTRY 

TABLE 1.2.1 (B)

	Variable
	Responses
	Observe
	Expected
	(o - e)
	(o-e)2
	(o - e)2

	Yes 
	40
	
	25
	15
	225
	9.00

	No
	10
	
	25
	-5
	225
	9.00

	Total 
	50
	
	50
	-
	X2
	18.00


  Ho; that risk management does not  strongly ensure soundness and survivability of the banking industry  


Hi; that risk management strongly ensure soundness and survivability of the banking industry.

Comment: From the calculation, the calculated value of X2 (chi square) is greater than the tabulated value therefore reject the null hypothesis (Ho) and accept the alternative hypothesis (H-,) which hold that risk management ensures soundness and survivability of banking industry.
Comment; from the chi square table the tabulated value is 3,84 this reject the null hypothesis and support the                                      view that risk management has a         strongly influence in ensuring soundness and survivability in banking industry.

It is further confirmed above by table 4.1. (H) with                                                                                                                  80% or the respondents supporting the view.

Hypothesis 3

Will risk management encourage efficiency and competition                                                                  tn the  banking industry?

Table 4.2 

	Variable
	response
	observe
	expect
	(o-e)
	(o-e)2
	(o-e)2

	Yes
	45
	
	25
	20
	400
	16.00

	No
	5
	
	25
	-20
	400
	16.00

	Total
	50
	
	50
	-
	X2
	32.00


Ho; that risk management does it encourage efficiency and competition in banking industry. 

Hi; that risk management encourage efficiency and competition in banking industry.

Comment; the table value is still 3,841 the tabulated value is less than calculated value therefore the mull hypothesis (ho) is rejected while (hi) id accepted this states that the risk management encourages efficiency and competition in the banking industry it is confirmed in table 4.1.1 (G) where 90% of The respondents to the questionnaire agrees.

Hypothesis 4

To determine the extent to which the risk management can encourage efficiency and competition in the banking industry. 

	variable
	response
	observe
	expect
	(o-e)
	(o-e)2
	(o-e)2

	Yes 
	42
	
	25
	17
	289
	11.56

	No 
	8
	
	25
	-17
	289
	11.56

	Total
	50
	
	50
	-
	X2
	25.12



HO; that risk management has a sightline influence in encouraging efficiency and competition in the banking industry. 



Hi; that risk management has a strong influence in encouraging efficiency and competition in the banking industry. 


Degree of freedom (n - 1) = 2 – 1 tabulated of 5% of significant is therefore 3,841. 


Comment:- since that calculated value is still greater than the tabulation value rejects Ho accept Hi which the view that risk management has a strong influence in encouraging efficiency and competition in the banking industry. This is further confirmed by table 4.1.1 (H) with 85% of the respondents agreeing with the view 

SECONDARY DATA 


the secondary data used are the advance provision for the risk exposure figure for 2005 to 2009 collected from UBA PLC. The study makes use ,of time series to analysis the trend of the figure.

Computing of trend using series equation

	Data 
	2021
	2022
	2023
	2024
	2025

	Advance 
	1,016,000
	1,032,000
	1,517,000
	3,096000
	5,047000

	Earnings 
	527,000
	1,004000
	141,000
	1,517000
	1,745,000


UBA PLC Advance and earning from 2021 to 2025 

Time series equation 

	Year 
	X code 
	Y advance 
	X2
	XY

	2021
	1
	1.1016
	1
	1.016

	2022
	2
	1.032
	4
	2.064

	2023
	3
	1.517
	7
	4.551

	2024
	4
	3.096
	16
	12.384

	2025
	5
	5.047
	25
	25.235

	Total 
	15
	11.708
	55
	45.250



Formula:


Y = a = bx

When y = estimated total advances 


   A = constant value 


   B = coefficient of X


   X = predicted year 

          A = y – bx 


       = [image: image2.png]ey —bex

n (ex)2




Workings:

B = [image: image4.png]n exy—(ex) (ey)
nex—(ex)2




B = [image: image6.png]5x42.5-(15)(11.705)
Sx55_225




B = [image: image8.png]50.63
S0



 = 1.0126

A = y – bx 

 [image: image10.png]ey —bex
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= 2 . 3416 – 3.0378

= 1.6763

Y =a + bx 

Y = 0.6962+ 1.012 (6) 

0.06962 + 6.0756 

2024
Y = 0.6962 + 1.0126 (6)

   = 7.372 (i.e N 7,372,000)

	Year 
	X code 
	Y advance 
	X2
	XY

	2021
	1
	0.527
	1
	0.527

	2022
	2
	1.004
	4
	1.004

	2023
	3
	1.414
	9
	1.141

	2024
	4
	1.517
	16
	1.517

	2025
	5
	1.748
	25
	1.748

	Total 
	15
	5.734
	55
	5.734



Y = a + bx 

CHAPTER FIVE

5.0   SUMMARY OF FINDINGS

The objective behind the study is to examine the risk management and its effects on Nigeria Banking Industry.

The study examines the sources and effective of risk inherent in banking operation, the implication of poor risk management and method of curbing the implication.

The study reviews what others have written on the topic. Primary data are collected from UBA BANK PLC and NIGERIA DEPOSIT INSURANCE CORPORATION. While secondary Data are collected from CENTRAL BANK OF NIGERIA (CBN), NIGERIA DEPOST INSURANCE CORPORATION and NIGERIA ACCOUNTING STANDARD and extract from other publications works relevant to the study.

The questionnaires were distributed in three (3) different branches of UBA BANK PLC, Chi-square is used to test Hypothesis. The conclusion is based on the result of hypothesis tested.

5.1 CONCLUSION
In the table 4.2 (D) the calculated value of X2 (chi-square is 23.13 which is greater than the tabulated value 3.841). This result so concluded that well management risk ensures soundness and survivability of the banking industry.

5.3
RECOMMENDATIONS

It is observes that the management efficiently in the banking sector has to do with the ability of the management of a bank to maintain the bank standard in performing their traditional function.

Therefore,   the   banking   executives   in   Nigeria should organized risk management training program for bankers in the this is to avoid the failure of banks in the country 

Also it will bead to efficiently in Nigeria Bank Management, which turn will bring development in banking industry.
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