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CHAPTER ONE
INTRODUCTION
1.1 Background to the Study
Financial statement analysis is a fundamental tool for assessing the financial performance of banks, providing insights into their profitability, stability, and operational efficiency (Ross, Westerfield, & Jaffe, 2019). In Nigeria, deposit money banks (DMBs) play a crucial role in economic development by mobilizing savings and allocating credit to various sectors. Financial statements, including the balance sheet, income statement, and cash flow statement, are essential for evaluating a bank’s financial health. These statements help stakeholders such as investors, regulators, and policymakers make informed decisions regarding investment, risk management, and policy formulation (Pandey, 2021).  
Despite the importance of financial statement analysis, concerns persist regarding financial misreporting, liquidity challenges, and operational inefficiencies in Nigerian banks (CBN, 2022). Cases of financial distress and bank failures in the past have raised questions about the reliability of financial statements in reflecting the true financial position of banks. Key financial ratios, such as return on assets (ROA), return on equity (ROE), and the capital adequacy ratio (CAR), are widely used to measure bank performance. However, the effectiveness of these ratios is sometimes undermined by creative accounting practices and regulatory inconsistencies, which may distort financial performance assessments (Uwuigbe et al., 2020).  
The banking industry plays a vital role as channel through which economic and financial resources flow into the economy. It’s therefore imperative to continually evaluate their performance status with a view to ensuring that banks remain sound, stable and safe in order to continually support sustainable economic growth and development. Financial statements are critical reports used for assessing and evaluating the performance of an organization. These statements are prepared by management to reflect an organization’s health and position over a period of time. Furthermore, financial statements provide a summary of accounts of an organisation, the statement of financial position indicating the liabilities, capital and assets, as well as the statement of comprehensive income depicting the outcome of operations over a timeframe. (Meyer, 2009). 
There is a high premium placed on financial statements as a veritable source of information for assessing performance and decision making, the onus therefore is to ensure that the facts obtained from financial statements exhibit the highest level of reliability, accuracy and relevance. Financial statements analysis enables the ascertainment of the soundness, stability and safety of banks using various methodologies and techniques. Banks in Nigeria are statutorily required to obtain the First Bank of Nigeria approval before publication of their audited financial statements. This is to enable the monetary authority ascertain the soundness, stability and safety of the banks as well as provide assurance on the accuracy and reliability of the statements of financial information. The objectives of analysing financial statements are largely attributed to examining financial data (past and present) so as to evaluate the financial performance of a company and facilitate efficient assessment of potential shortcomings (Woelfel, 1988). It was observed that from a study by Saoud, (2025), that Financial statement analysis could be defined as a technique of analysing and reviewing an organisation’s financial statements in an attempt to determine or scale its past, present or projected future performance, which enables more efficient economic decision making. Financial performance is a monetary assessment of organization’s financial and economic activities. When evaluating financial performance, cash flow statements, income statement, and financial position are relevant reports, as they are reliable sources of useful information concerning the health of an organization. It also provides detailed justification to stakeholders’, owners and analysts on changes in a company’s cash balances over an accounting period. It is pertinent to note that financial ratios are useful in obtaining information for determining financial performance of banks. 
Furthermore, by analysing financial ratios companies operating efficiency and financial performance could be assessed. Therefore, enabling factors such as solvency and efficiency to be viewed objectively. It is imperative to note that Deposit Money Banks (DMBs) have been inundated by globalization, macroeconomic distortion, new technology, supervisory challenges, stiff competition and highly risky business environment. Banks must continually evolve and adopt new strategies to overcome the onerous challenges and improve. Banks contribute significantly to economic development and greater attention must be placed on their performance. Although, significant progress had been achieved by the Nigeria banking industry, continuous effort is still required to keep pace with domestic and global macroeconomic development, technological innovations and pro-active regulatory and supervisory policy options.
1.2 Statement of the Problem
This research work evaluates the extent to which analyses of banks financial statement are used in assessing their performance and the reliance on the result of the analysis for decisions making purpose by the various stakeholders. The cogency of financial statements has attracted diverse opinions from financial analysts, tax authorities, potential investors, the general public shareholders, and creditors. They argue that the financial reports are not an accurate representation of the reflection of business activities, hence meaning that it is not a suitable means of performance evaluation. for example, the idea of stating assets at their historical cost do not take cognizance of the effect of inflation though the real value of such assets might have been eroded or the fact that financial statements do not cover variables that are relevant in determining the overall performance of banks such as: customer satisfaction, risk, etc. This study probes further into the relationship between financial statements and performance evaluation mainly focusing on financial system using selected banks Michael (2013) claims that International Financial Reporting Standard adoption is aimed at improving financial reporting, thereby providing financial statements that will increase the confidence placed on financial reports by investors.
 Deloitte (2009) also stated that firms can take advantage of international financing because compliance with International Financial Reporting Standard will enhance the clear understanding of global market place. As at today, Nigeria has fully migrated to International Financial Reporting Standard. The pressing question agitating the minds of researchers as well as other stakeholders in financial reporting at the moment is whether the mandatory adoption of International Financial Reporting Standard has given rise to an enhanced value relevance (or quality) of financial information in Nigerian. Thus, this paper shall be directed to address this problem.
1.3 Research Question
The above research objectives motivate the following research questions. 
i. How do financial statements capture the performance of financial institutions? 
ii. How does financial statement analysis impact the assessment of the performance of Nigerian deposit money banks?  
iii. Are financial statements useful in supporting performance improvement in banks? 
iv. Do financial statements support decision-making in bank
1.4 Objective of the Study
Nigeria deposit money Banks in Nigeria are statutorily required to prepare and present credible financial statement in line with the International Financial Reporting Standard (First Bank) to the various stakeholders at end of each accounting period. Therefore, the objectives of the study are to:
i. Examine how financial statements reflect the performance of financial institutions with focus on banks. 
ii. To examine the impact of financial statement analysis on assessing the performance of Nigerian deposit money banks.  
iii. Evaluate the use of financial statements in performance improvement of banks.
iv. Determine the decision-support role of financial statements in banks.
1.5 Research Hypothesis
Following the research questions and objectives of this study, the following working hypotheses are formulated: 
Hypothesis 1: 
H0: Financial statements do not adequately capture the performance of financial institutions
Hi: Financial statements adequately capture the performance of financial institutions
Hypothesis 2:
H0: Financial statements are not useful in supporting performance improvement of banks. 
Hi: Financial statements are useful in supporting performance improvement of banks.
Hypothesis 3:
H0: Financial statements do not support decision-making in banks 
HI: Financial statements support decision-making in banks 
1.6 Significance of the Study
The relevance of the study is to recognize the need for organization to prepare financial statements in the most transparent and acceptable standard consistent with international best practice. This is to ensure that greater attention is given to the preparation of financial statements as it provides a basis for analysis and performance evaluation of any organization as well as contribute to quality decision making. In view of the above, it is imperative to periodically carry-out a critical analysis of bank’s financial statements in order to assess their performance with a view to determining their profitability stability and viability. 
Also, financial analysis helps to recognize changes in financial trends, evaluate progress, identify relationship among financial variables and draw-up logical conclusion on the performance of the organization. Similarly, comparing the performance of the company with its competitors is another major aspect of financial analysis (Laitnen, 2006). Financial analysis also provides basis for making better economic decisions that drives organizational growth and development.
1.7 Scope of the Study
The study analyses the financial statements of first bank of Nigeria  over a period of 3 year period (2023–2025), This is due to the fact that three is sufficient enough time to raise determine thorough results due to nature of the research undertaken. The choice of banks is as a result of being 3 out of the 5 Tier 1 banks in Nigeria i.e. The largest banks in Nigeria. This was opted for with the purpose of assessing their performance and make observations. The choice of this period is also meant to reflect both pre and post First Bank adoption era, so as to be a dynamic 15 analysis in terms of the relationship between financial statements and bank performance in Nigeria. The study is focused on financial variables that can be extracted from financial statements in determining bank performance as it does not consider non-financial factors such as: customer satisfaction, etc. that are not found in financial statements.
1.8 Limitation of the Study
Data Accessibility: Some financial reports may not be readily available, limiting comprehensive analysis. 
Regulatory Changes: Changes in banking regulations and accounting standards may affect the consistency of financial analysis.  
Time Constraints: The study is conducted within a limited timeframe, which may restrict extensive data collection.  
Market Dynamics:  External factors such as economic instability and inflation may influence financial performance beyond what financial statements capture.  
1.9 Definition of Key Terms 
BANK: Banks are financial intermediaries that regulate the economic flow of resources by taking finances from those with surplus (through deposits) and giving it to those with deficits (through loans).
 BANK PERFORMANCE: Progress made by a bank in the utilization of its resources to achieve its objectives. 
FINANCIAL ANALYSIS: It is often based on information extracted from financial statements. 
FINANCIAL STATEMENTS: These are documents that portray recorded accounting information in monetary terms e.g. statement of financial position, statement of changes in equity, cash flow statement, statement of comprehensive income. 
ROA: The return on assets(ROA) shows the percentage of how profitable a company’s assets are in generating revenue. ROE: a measure of the profitability of a business in relation to equity
1.10	Plan of the Study
The study will be structured as follows:
Chapter One: An overview of the research topic, including the background, statement of the study, research question, research objectives, Formulated Hypothesis, Scope of the Study, Significance of the Study, Definition of key Terms and the Study Plan.
Chapter Two: A comprehensive review of existing literature on the use of financial statements in assessing bank performance, with a focus on Nigerian deposit money banks.
Chapter Three: Chapter three Deals with Research Methodology, Population of the study, Method of Data Collection Method of analysis and analytical techniques to be used in the study.
Chapter Four: Presentation and analysis of the data collected, including statistical analysis and interpretation of findings.
Chapter Five: Discussion of the Summary of the key findings, implications for stakeholders, and recommendations for enhancing the use of financial statements in performance assessment.
References: A list of all sources cited in the study.







CHAPTER TWO
LITERATURE REVIEW
2.1	Conceptual Review
The conceptual framework is intended to provide the interrelationship between and among different variables and highlight conceptual distinctions of previous research conducted in order to guide the flow of ideas in this study. The relevance of annual reports is largely attributed to its function of informing stakeholders about the financial health of his organisation, particularly its income and financial position According to (Aroh, Ndu & Aroh 2011). Conversely, financial statements of an organisation should depict information regarding the economic resources of a company, which are the streams of potential cash inflow. The financial statements of listed companies may consist of two major kinds of accounting information which are financial accounting information and the non-financial accounting information. The financial accounting information are based on historical cost and usually prepared for both internal and external users e.g. statement of financial position, income statement, statement of changes in equity and statement of cash flow. Though investors also use nonfinancial accounting information in making investment decisions, conventional and rational investors rely more on financial accounting information (Malhotra & Tandon, 2013). In order to effectively evaluate a financial statement in relation to financial performance, certain factors and their relevance have to be determined. This is an attempt by the researcher to effectively highlight the relevant areas and requirements of banks and how they are assessed with a view to enable the reader understand the basis for successfully evaluate the performance of a bank. These factors are but not limited to: capital adequacy, credit risk, bank size, bank efficiency and income 20 diversification, etc. The measurement of bank performance using financial statements particularly deposit money banks is a well-researched area which has received greater attention over years (Seiford and Zhu, 1999). There have been a large number of empirical studies on commercial bank performance around the world (Yeh, 1996; Webb, 2003; Lacewell, 2003; Halkos and Salamouris, 2004; Tarawneh, 2006). 
However, diminutive effort has been put in terms of bank comparison using more than the average amount of financial ratios in order to rank and evaluate their performance in Nigeria and evaluating financial statements as a suitable means of performance evaluation. Interestingly, the impact of the recent global financial crisis has generated significant interest among scholars and industry stakeholders on financial statements analysis with a view of evaluating their performance.
2.1.1	Performance Evaluation in the Banking Industry
Scholars have asserted that profitability is the underlying or optimum performance result showing the net effects of bank policies and activities in a financial year. Factually, factors such as accounting policy inflation, competitiveness, technology, macroeconomic environment, effective risk management practices and good corporate governance have significant impact on the profitability of banks. Bank’s profitability can be measured with the aid of Return on Assets (ROA), Net Interest Margin (NIM), Return on Equity(ROE) as recognised by Ahmed (2003) in view of its efficiency for evaluating profitability. Conversely, due to different observations amongst scholars on the pre-eminence of one indicator over another as the most effective measure of profitability, there is no clear cut stand as to which best fits. However, most studies maintain NIM, ROA, and ROE as the three main measures of profitability.


2.1.2	The Need for Financial Reports 
Financial reports are relevant due to the fact that they provide sufficiently useful information to shareholders, stakeholders and other relevant parties and when analysed and assessed properly can help direct the course of actions an institution or organization should take. It also guides risk takers to be more knowledgeable in terms of making decisions pertaining to their interests or stakes in companies. Financial reports also aid in providing shareholders and other interested parties consistent information in order to upturn their knowledge of company’s business and financial activities. There is an apparent necessity for consistent and reliable financial information in order 22 for shareholders and other relevant parties to derive proper understanding of the way in which companies carry out their businesses and other financial activities in relation to the public’s interest. By recognising enterprise behaviour through communication information, interested parties, can use this knowledge to amend or adapt their behaviour vis-à-vis the enterprise concerned.
2.1.3	The Composition of the Financial Reports
Financial report are essentially historical documents describing the financial results of past company’s activities. Various reports, statement and notes constitute the entirety of company’s financial reports, and each must be clearly understood in order that acquaintance of their impacts on performance can be ensured. The compositions include among others the following:
i. Statement of Financial Position:
The Statement helps users to assess the long term solvency of an entity as well as the going concern status.

· Statement of Profit or Loss and Other Comprehensive Income 
Profit or loss is a performance statement that provides information on all sources of revenue or income profile over a period of time. While other comprehensive provides a view of income have not been recognised in the profit or loss statements.
ii. Statement of Changes in Equity
This provide adjustments made to movement in owners' equity over an accounting period resulting in changes in shareholders' equity such as treasury stock purchase, issue of new shares etc.
iii. Statement of Cash Flow
This statement reports the use of monetary assets generated through operating, investing and financing activities by cash inflow and outflow in an organization. As an analytical tool, it assists in determining the short-term viability of a company, in its ability to generate sufficient liquidity to meet its maturing obligations
iv. Notes to the Account
These are additional information disclosed in a financial statement explaining hey areas and figures in relation to a company and its operations.
2.1.4	Users of Financial Statements
The users of financial statements are classified into internal and external users as highlighted below:
· Management
These are the people saddle with the responsibilities of managing the day to day affairs of the organization on behalf of the shareholders. They used the financial statements to evaluate their performance and make critical decisions (Saoud, 2025).
· Owners
These are shareholders who invest their capital in order to create value and get appropriate returns on their investment. The financial statements provide them with necessary information regarding the viability and profitability of the organization (Saoud, 2025).
· Investors
These are individuals and corporate organizations that purchased shares in a company and analysed financial statements with a view to assessing the performance of the organization for objective and economic reasons.
· Creditors
These are lenders to the organization and are interested in knowing the solvency status of the organization to discharge its obligation as and when due. The financial statements provide them with the relevant information to assess the organization viability (Saoud, 2025)
· Government
Financial statements provide appropriate inputs to government decision making and form the basis for assessing organization for tax purposes. Financial statements are also a reflection of the performance of the economy (Saoud, 2025).
· Employees
The employees want to be abreast with developments in the company as regards its profitability and going concern. Employees would also be interested in knowing the company’s financial position to their career prospects.
· Regulatory Agencies
Regulatory agencies such as the First Bank of Nigeria, Securities and Exchange Commission and others are saddle with the responsibilities of ensuring soundness, stability and safety of the banking institutions and therefore requires the financial statements in order to effectively carryout oversight roles.
· Depositors, Customers and General Public 
The ability of the company to continue to provide service into the future is very key. This information can be obtained through the financial statement as regards to its operational stability. Depositors must have confidence that their savings are secured based on their assessment regarding the soundness, stability and safety of the institutions.
2.2	Theoretical Review
According to various literature, analysis of bank performance started in the late 1980s and/or early 1990s. different theories governed these studies. For Instance, Bankruptcy cost hypothesis, argues that in case where bankruptcy costs are unexpectedly high, a bank holds more equity to avoid period of distress (Berger, 1995). The signalling theory, on the other hand which elaborates the relationship between capital and profitability, suggests that higher capital is a positive signal to the market of the value of bank. (Berger, 1995) By the same token, a lower leverage indicates that banks perform better than their competitors who can’t raise their equity without further deteriorating the profitability (Ommersen, 2011). Hence, both the signalling theory and bankruptcy cost hypothesis support the existence of a positive relationship between capital and profitability. 
2.2.1	Stakeholder Theory
	The traditional definition of a stakeholder is any group or individual, who can attract or is affected by the achievement of the organization objective (Freeman 1984 in Fontaine, Harman and Schmid (2006) the general idea of the stakeholders concept is redefinition of the organization in general the concept is about what the organization should be conceptualized Friedman (2006).
	In Fontaine et al (2006) states that purpose of organization should be to manage interest needs and view point. This stakeholder management is through to be fulfilled by the manager of a firm. The manger should on the one hand manage the corporation for the participation in decision making and on the other hand the management must act as the stakeholder, the purpose and the character of the organization and the role of manager are very in clear and contested in literature and have changed his definition over the time. In one of his latest definition Freeman (2004) in Fontaine (2006) define stakeholder as those group who are vital to the survival and success of the corporation. In one of his latest publication freeman   (2004) in Fontaine (2006) adds a new principle, which reflect a new trend in stakeholder theory. In this principle in his opinion the consideration of the perspective of the stakeholders. They and their activities are also very important to be taken into the management of companies. He state the principle of stakeholders may bring an action against the directors for failure to perform the required duty of care (Freeman 2004, in Fontaine 2006) another approach to the stakeholder concept is the so caused descriptive. Stakeholder theory, this theory is concerned with how managers and stakeholder actually behave and how they view action and role. In some literature the own interest is conceived as the interest of the organization which is usually to maximize profit or to maximize stakeholders. Value this means if manager treat stakeholder in line with the stakeholder concept of organization will be more successful in the long run.
	A very common way of differentiating the different kinds of stakeholder is to consider group of people who have classifiable relationship with the organization. Friedman (2006) in Fontaine (2006) maintains that there is a clear relationship between definition of what stakeholder the main groups of stakeholders are: - 
i. Customer 
ii. Employees
iii. Local communities
iv. Suppliers and distributors
v. Shareholders
	In addition other group and individual are considered to be stakeholders in the literature of Friedman (2006) 
i. The media
ii. The public in general
iii. Business partners
iv. Future generation
v. Past generation (founder of organization)
vi. Academic
vii. Competitor
viii. Activist – Considered individual stakeholder representatives
ix. Competitors
x. Government, regulation policy makers
	According to Freeman Wicks and Parmar (2004) stakeholders theory begins with the assumptions that value are necessarily and explicitly apart of doing business it ask manager to articulate the shared sense of doing business. It also pushes manager to be clear about how they want to do business, specifically what tend of relationship they want and create with their stakeholders to deliver on their purpose.
	Thus, Popa, Blidsel and Bogdan (2009) maintains the stakeholders theory is base on the premises that the stronger the company’s relationship is with other interest parties the easier it will be to melt its business objectives, stakeholder theory contributes to the corporate sustainability. Concept by bringing supplementary business argument as to why companies should will towards sustainable development.
2.2.2	Agency Setting Theory
This theory is used to understand relationship whereby a principal (owners/shareholders) employs the services of, and delegates the decision-making authority to an agent (managers). Whilst the agent has a legal and fiduciary duty to act in the best interests of the principal, the assumption that both parties are utility maximizers means that the agent will not always act in the principal’s best interest and this creates a moral hazard which is the risk that managers might undertake actions that are detrimental to owners or other principals. If the interests of the principal and agent are not aligned there are incentives for the agent to act in a way that is not in the best interests of the principal.
The IAS/IFRS  conceptual framework implicitly adheres to the agency model, in its simplest form, namely it is only interested in the agreement between managers and shareholders (Munteanu, Copcinschi, Laceanu and Luschi 2014). Namazi (1985) posits that the basic agency theory usually assumes that both the principal and agent are risk averse and, in this situation, the amount and content of the produced accounting information and other information sources would become significant issue in risk sharing and controlling the agent’s actions.

2.2.3	Signalling Theory
Under this theory it is argued that companies will regulate themselves to remain competitive and attract potential investors by signaling to the market disclosure of information to promote transparency. The non-reporting entities are perceived to be as of even poorer quality than before, causing them to implement financial reporting themselves. Nnadi (2016) argued that argue that the International Financial Reporting Standard Adoption serves as a signal to investors on the credibility of financial reports. This theory suggests that a reporting entity can increase its value through financial reporting. Companies issuing shares face a competitive capital market populated by sophisticated investors and in order to maximize their value, these entities have the incentives to disclose all available information in accordance with the applicable financial reporting framework. Nnadi (2016) argued that the International Financial Reporting Standard Adoption serves as a signal to investors on the credibility of financial reports.
2.3	Empirical Review
Financial statements are a necessity in the banking industry, but in today’s dynamic business environment studies have shown that there is more to analysing a bank’s overall performance than just its financial statements. Nonetheless profitability is still one of the most effective means of assessing bank performance and without the use financial statements (through financial ratio analysis, etc.) it would be difficult to ascertain profitability hence leading to difficulties in determining bank performance. This analysis aims to provide a better understanding of the relevance of financial statements analysis as a yardstick for evaluating financial performance in the banking industry.
A study conducted by Hempel and simonspon (1998) on bank’s financial performance and managerial efficiency in Taiwan shown that banks with higher ROA had higher profitability and financial performance. A study by Obamuyi (2013) examining the determinants of Bank’s profitability in Nigeria, evaluated how bank size, bank capital, expense management, economic conditions and interest income impacted the profitability of banks in Nigeria. The results from the fixed effect regression model that was used indicated that improvement in certain parameters such as: expense management, interest income, economic condition and bank capital contributed to increased growth and better performance by banks in Nigeria.
According to an investigation into published financial statements as it correlates to investment decision-making among commercial bank stakeholders in Nigeria carried out by Popoola, Akinsanya, Babarinde, and Farinde, (2014), components of published financial statement significantly predicted good investment decision making for stakeholders of commercial banks, it also found that statement of financial position have a negative effect with decision making, and rather cash flow statement, value added statement, income statement, five-year financial summary and notes on accounts, had a positive relationship with investment decision-making. They recommended that professional bodies and Nigeria banks should make provisions for programs that would familiarize stakeholders with published financial statements.
A study by sufian (2011) in Aisa examined the profitability of 251 Korean banks from 1992 to 2003 using multiple regression models, panel data and SPSS Statistical package. The results 27 specified that credit risk has a significantly positive impact on profitability whereas capital had an insignificant positive influence on profitability. It was also discovered that overhead expenses negatively affected the return on assets(ROA) of banks in Korea. Sampath (1990) examined factors influencing profitability of commercial banks. He described profitability as the rate of return on working capital and further elaborate that being profitable relied on certain elements such as: non-interest income, interest income, labour expenses, interest expenses, interest expenses and other expenses. The conclusion of a research paper conducted by Padna and Lall (1991) elucidated that the major factors influencing the profitability of banks are: productivity, quality of assets, organisation setup, information systems, branch expansion and deployment of funds. Vong and Chan (2009) revealed in a study that adequate capitalization, and asset quality of a bank plays a significant role in its ability to generate.
Ali, Akhtar and Ahmed (2011), examined the bank specific and macroeconomic indicators of 22 public and private sector commercial banks profitability from 2006 to 2009 in Pakistan. The findings showed that bank size, operating efficiency, asset management and GDP had positive effect on banks profitability. Sinha and Sharma, (2014) assessed the impact of bank specific and macroeconomic parameters affecting bank profitability in India, adopting the Generalises method of moments(GMM) while obtaining the panel data for the study from 42 commercial banks in India ranging from 2000-2013. Return in Asset was found to be indicating significantly adequate levels of tenacity of bank profitability in India. Bank specific variables like diversification, operating efficiency and capital to assets ratio, were discovered to be significantly and positively impacting the profits of the banks. Whereas Credit risk, measured by provisions for bad debts, negatively impacted the profit of the banks.
Sufian (2008) investigated bank profitability of Philippine banks, over a 15-year period (1990- 2005). The findings elucidated that all parameters studied had significant impact on the profitability of banks. The study in turn suggested that non-interest income and capitalization had a positive correlation with banks profitability. Research by Ramadan and Thair (2011), examined the determinants of profitability of banks in Jordan. The study sampled 10 banks over a ten-year period (2001-2010) with ROE and ROA as dependent variables, while internal and external factors were established as independent variables. The findings revealed that profitability of the banks in Jordan relied on high loaning activities, lower credit risk, Cost management efficiency and capitalization. Results also indicated that bank size did not significantly increase profitability of banks in Jordan.
2.4	Gaps in Literature
Despite extensive research on financial statement analysis and bank performance, several gaps remain in the existing literature, particularly concerning Nigerian deposit money banks (DMBs). First, many studies have focused on general financial performance indicators without providing a comprehensive evaluation of how specific financial ratios, such as liquidity, asset quality, and capital adequacy ratios, influence bank stability and profitability (Uwuigbe et al., 2020). While traditional financial metrics like return on assets (ROA) and return on equity (ROE) are widely used, there is limited research on the effectiveness of these ratios in predicting financial distress or insolvency in Nigerian banks.  
Second, prior studies have largely concentrated on the financial statement analysis of banks during periods of economic stability, with little emphasis on how macroeconomic fluctuations, such as inflation, exchange rate volatility, and regulatory reforms, affect the reliability of financial statements (Olokoyo et al., 2018). Given Nigeria’s economic instability, financial statements may not always provide an accurate representation of bank performance due to external shocks that influence profitability and liquidity. There is a need for more research that integrates financial statement analysis with macroeconomic indicators to enhance performance evaluation.  
Furthermore, existing literature does not sufficiently address the challenges posed by financial misreporting, creative accounting practices, and regulatory inconsistencies in Nigerian banks (CBN, 2022). While financial statements are intended to reflect an institution’s true financial health, some banks engage in earnings management or manipulate financial reports to meet regulatory requirements. Studies on financial reporting fraud in Nigerian banks remain limited, necessitating further investigation into the credibility of financial statements as a performance assessment tool.  
Most research on bank performance in Nigeria has adopted quantitative approaches that rely solely on financial data, with minimal emphasis on qualitative factors such as management efficiency, corporate governance, and risk management strategies (Pandey, 2021). Since financial statements alone may not capture all aspects of bank performance, future studies should explore a more holistic approach that includes non-financial factors in performance evaluation. Addressing these gaps will provide a more comprehensive understanding of the role of financial statement analysis in assessing the performance of Nigerian deposit money banks.  












CHAPTER THREE
3.0	Research Methodology
	This deals with the method and process through which data are collected and how various methods assisted in the data analysis of this research.
	The study covers the critical analysis on the use of financial statement in assessing the performance of Nigeria deposit money  and therefore, all our data set are from the secondary sources as found in the first bank statistical Bulletin (various issues).
	In collecting data, the focus was mainly on the key variables identified to include bank credit to the following sectors; production sector, general commerce, services sector and others.
3.1	Research Design
	This refers to the specification of procedures for collecting and analysis of data. According to Ahuazu (2010), there are two types of research, the survey in which a presentation sample of the population is studied and result generalized.
	The other is the case study, which involves the study of a group at a point in time arriving at conclusion in relation to the situation of the group.
	However, for the purpose of this study, survey research design was used. It focuses on basic fact and opinion of the people through their expression in answering the research question.
3.2	Sources of Data Collection
	This research was carried out by using both primary and secondary data in order to achieve the best objective of the study. The source of primary data includes:
(1) Interview:- The interview was carried at face to face with the bank officials in order to get accurate data which is needed for this project.
(2) Questionnaire:- this is series of questions and other prompts for the purpose of gathering information from respondents. Data collected from questionnaire were also used for this project.
(3) Observation:- Apart from interview and questionnaire sources of data, personal observation were used in gathering information. This approach entails watching individual, events or situation in a systematic manner with a view to attaining information. The source of secondary data includes:-
(i) Journal:- Information was also gathered from online journals, a daily record of events e.g Newspaper, Magazine. 
(ii) Textbooks:-  Relevant textbooks were used to source for information for the purpose of this project.
(iii) Internet:- this is the use of world wide web, to source for relevant information concerning this project.
3.3	Population Size
	The research tools employed in this study were content analysis which requires the researcher to analyse the bank performance based on its various records on print and a well structured face to face interview with some manager of the bank ( First Bank Plc, Ilorin).
	The reason behind these methods is to enable the researcher to identify and examine the current position of the bank performance in line with its lending function.
3.4	Sample and Sampling Techniques
	Random sampling will be used for this research in order to study the behavior exhibited by the subject of this study.
	This method of sampling was employed to avoid ambiguity and biasness in which can be inherent in the research, with this method optimal objectivity of the research can be reached.
	Apart from these advantages, limitation such as cost factors, limited financial resources have prompted the use of random sampling.
However, the observation of all existing elements can be adequately represented with this method of sampling.
3.5	Research Instruments
To effectively examine the impact of financial statement analysis on assessing the performance of Nigerian deposit money banks (DMBs), this study will utilize a combination of quantitative and qualitative research instruments. The instruments will be carefully designed to collect relevant data from financial statements, banking professionals, and industry experts. The following research instruments will be employed:  
1. Questionnaire  
   A structured questionnaire will be designed to gather primary data from bank employees, financial analysts, investors, and regulators. The questionnaire will consist of both closed-ended and open-ended questions, covering key areas such as the effectiveness of financial statement analysis, challenges associated with financial reporting, and the role of financial ratios in performance assessment. A Likert scale (e.g., Strongly Agree to Strongly Disagree) will be used to measure respondents' perceptions of financial statement reliability and its impact on decision-making.  
2. Interviews  
   Semi-structured interviews will be conducted with banking professionals, auditors, and financial regulators to gain deeper insights into the role of financial statement analysis in evaluating bank performance. The interviews will help explore issues such as financial misreporting, regulatory challenges, and the effectiveness of different financial metrics in assessing performance. This qualitative approach will complement the quantitative data gathered from the questionnaire.  
3. Document Analysis  
   The study will analyze financial reports of selected Nigerian deposit money banks, including balance sheets, income statements, and cash flow statements over a defined period. Key financial ratios such as return on assets (ROA), return on equity (ROE), capital adequacy ratio (CAR), and liquidity ratios will be extracted to assess bank performance. Regulatory reports and industry publications from the Central Bank of Nigeria (CBN) and the Nigeria Deposit Insurance Corporation (NDIC) will also be reviewed to understand financial reporting standards and compliance issues.  
4. Secondary Data Sources  
   Secondary data will be collected from journals, academic research, financial institutions’ reports, and publications from the CBN, NDIC, and the Nigerian Stock Exchange (NSE). This will provide a broader context for evaluating financial statement analysis and allow for comparisons with global best practices in banking performance assessment.  
3.6	Method of Data Analysis
	The instrument that was used in this research survey is the questionnaire
	This was sub sectioned into part A and B the Part A contains personal data of the bank staff; part B contains bank lending and credit, consists of lending on bank profitability growth, finally part is the general conclusion of the research question. 
These questionnaires were distributed to selected elements of the population using the simple random sampling techniques. The numbers of questionnaire sent out was 25 to the staff of  First Bank Plc, Ilorin and it was all filled and returned back. The present age received is 100%
	The data collected are analyzed using the percentage as well as Chi-Square to test the hypothesis stated in chapter one.














CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION
4.0	Presentation, Analysis and Interpretation of Data
4.1	Data Presentation 
In this project work, this chapter will review the analysis and interpretation of this chapter which is analyse according to each table of despondence. 
The raw data collected from the respondents though the questionnaires during the field work are presented on this chapter. The hypothesis and purpose of study in chapter one of this projects were used as guideline in analyzing data obtained during the research. Each of the question and hypothesis were tested using responses from questionnaire collected.
The questionnaire distributed were made in the from that consist of relevant information on personal data of the respondents and the relevant research question based on the subject matter an question requesting the reactions and view of the respondents.






Table 1: Sex
	Option 
	No of Respondents 
	Percentage %

	Male 
	10
	67%

	Female
	5
	33

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
The table one shows that the male staff is more than the female staff in the organization. Male staff represent  67% while the female staff respondent 33%.
Table 2: Position in the Organization
	Option 
	No of Respondents 
	Percentage %

	Senior staff
	9
	60

	Junior staff
	6
	40

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
The table 2 above reveal that greater proportion of the respondents are senior staff which represent 60% while Junior staff represent 40% of the total percentage.



Table 3: Age of Respondents
	AGE
	NUMBER
	PERCENTAGE

	26 – 30
	10
	67

	31 and Above
	5
	33

	Total
	15
	100


Source : Response from Administered Questionnaire 2025
Approximately (67%) of the employees falls between  26 – 30 of the total employees, while (33%) is of age 31 and above.
Table 4: Qualification of Respondents
	QUALIFICATION
	NUMBER
	PERCENTAGE

	OND
	6
	40

	B.SC/BA/HND
	9
	60

	Total
	15
	100


Source: Response from Administered Questionnaire 2025
OND older is made up of 40% and B.SC/BA above holders were 60% of the total respondents. This means the First bank Ilorin Branch have people higher qualification than the lower qualification.



4.2	Data Analysis 
Table 5: Does Financial Statement relevant in measuring income generated in the organization?
	Option 
	No of Respondents 
	Percentage %

	Yes
	15
	100

	No
	0
	0

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
Table 5 Above revealed that 100% of the respondent agreed that Financial Statement is relevant measuring income generated in the organization.
Table 6: Does financial Statement report have special rules and regulations?
	Option 
	No of Respondents 
	Percentage %

	Yes
	15
	100

	No
	0
	0

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
It is worthy of note to write that the table above stipulated that financial Statement report, have special rules and regulations because 100% which is the total respondent agree.

Table 7: is their any different between cost Financial and financial Statement?
	Option 
	No of Respondents 
	Percentage %

	Yes
	11
	73

	No
	4
	27

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
In the table 7, it is shown that 73% of the respondent agreed that there is a distinct between cost Financial and financial Statement while 27: of the respondent did not agree. Base on the positive reaction there is a greater difference between Financial Statement and cost Financial.
Table 8: is there any establishment of standard in Financial Statement principle in decision making?
	Option 
	No of Respondents 
	Percentage %

	Yes
	8
	53

	No
	7
	47

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
Establishment of standard in Financial Statement system while 47 did not agree.


Table 8: Does Financial Statements have any importance?
	Option 
	No of Respondents 
	Percentage %

	Yes
	14
	93

	No
	1
	7

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
In table 8 above, it shows that Financial Statement have a lot importance in the organization base on the response of the staff which 93% agree while 7% did not agree.
Table 9: Does Financial Statement report specially designed for internal usage only?
	Option 
	No of Respondent 
	Percentage %

	Yes
	5
	33

	No
	9
	60

	Indifferent
	1
	7

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
In table 9 it is believe that 33% respondent agreed while 60% respondent disagree and 7% neither agree nor disagree that Financial Statement reports are usually designed for internal usage only.
There is high tendency that the rate of respondent towards how the Financial Statement is reported to specific designed for internal usage only is low.
Table 10: Does Financial Statement serves as a check on past performance?
	Option 
	No of Respondents 
	Percentage %

	Yes
	8
	53

	No
	4
	27

	Indifferent
	3
	20

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
Evidence from the table above reveal that 53% agree and 27% disagree, while 20% does not have idea about what the question demands.
Table 11: it the duty of accountant to design an effective cost system?
	Option 
	No of Respondents 
	Percentage %

	Yes
	9
	60`

	No
	6
	40

	Indifferent
	-
	-

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
Deduction from the above table shows that 60% of the respondent agree while 40% respondent did not agree.
Table 12: Is it the duty of accountant to detect or prevent fraud?
	Option 
	No of Respondents 
	Percentage %

	Yes
	6
	40

	No
	9
	60

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
Deduction from the table above reveals that 40% agree that it is duty of accountant while 60% does not agree.
Table 13: does accountant provide adequate and relevant information for decision making?
	Option 
	No of Respondents 
	Percentage %

	Yes
	9
	60

	No
	5
	33

	Indifferent
	1
	7

	Total
	15
	100%


Source: Response from Administered Questionnaire 2025
In table 13 above, it reveal that 60% agree that accountant provide information for decision  making while 33% disagree and 7% does not have idea of the question.

4.3	Interpretation of Results
This section presents the regression analysis to achieve the objective stated in this work which is to examine critical analysis on the use of financial statement in assessing the performance of Nigeria Deposit Money.
Test Of Hypothesis
In order to provide solution to the research problems identified at the early part of this research work, the following hypothesis are tested to show how the research work is chi-square (x2) technique was used to test the hypothesis formulated from this study.
X2	= ∑ (Oi -∑i)2
	         ∑i  
Where 	Oi	= observed frequency for ith term
		∑I	= expected frequency for ith term
		i	= the chi-square value
		∑I	= (row-total) (column-total)
GRAND TOTAL
The result is then compared with the X2 table read with (r-i) (C-i) degree of freedom.
If the computed value of X2 is greater than the selected critical value (such as X2 – 0.05 which in X2 critical value at 0.05 significant level then the observed frequencies and the Null hypothesis (Ho) is rejected, if otherwise the Null hypothesis is accepted.
In table 1 of the analysis shown that male staff is more than female staff in the organization.
In table 2 of the analysis shown that senior staff are more than the junior staff in the organization which the project determined.
In table 3 of the analysis, it is agreed that Financial Statement is relevant in measuring the income and output generated in the organization.
In table 4 of the analysis, it also agreed that financial accountant report have special rule and regulation base on the responses from the respondent.
The table 5 of the analysis if shown that there is different between cost Financial and financial Statement base on the responses from the respondent.
In table 6 of the analysis, if shown that there is tendency that is there establishment of standard in Financial Statement system in decision making.
In table 7 of the analysis, it is worthy of note say that Financial Statement have importance on the organization.
In table 8 it reveal that Financial Statement report is not specially designed for internal usage only base on the responses from the respondent.
Deduction from table 9 shows that Financial Statement serves as check on past performance base on the respondent responses.
Deduction from table 10 to reveals that, it is duty of accountant to design an effective cost system.
Table 11 based on the responses of the respondent, it reveal that it is not the primary duty of an accountant to detect or prevent fraud.
Deduction from table 13, if shows that accountant provide relevant adequate information for decision making. 
CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.0	Summary of Findings, Conclusion and Recommendation
5.1	Summary of Findings
The performance of any economy is to largest extent dependent on the stability of the banking sector. It is therefore important to allude to the fact that banks play a key role in the efficient allocation of financial resources among economic agents. At this point, the study revealed that analysis of financial statement is important to performance evaluation of banks and also support decision making regarding the operations of an organization as observed in the ten years’ financial statements of the selected. The analysis of the financial statement has helped to address the objectives of the study as it revealed the impact of financial statements on bank performance. It was discovered that financial statements of banks influenced most investment decisions. Categorically a large percentage of the sampled population relied on the ten-year summary of banks in their performance evaluation
The study shows how financial statements are used in assessing bank performance, and identified role financial statements play in evaluating the performance of First bank of Nigeria. 
The statistical SPSS t-test regression analysis was conducted to establish the relationship between financial statements and banks performance. The result showed that all the selected banks performance indicators had positive mean value. The findings from this test support the fact that financial statements have significant relationship with performance evaluation of the banks under review. Furthermore, this was revealed in the earnings per share; a p-value of 0.000 which was less than the 5% benchmark set by the SPSS t-test regression model. The foregoing, indicates that the banks deployed their resources efficiently to achieve optimum return and support that the financial statements effectively captures the performance of the banks. This facilitates comparison between banks leading to better economic decisions. 
The model also revealed that the financial statements helps to identify profit expense ratio (PER) as a critical indicator in assessing profitability as it showed the p-value at 0.000 which was less than the 5% benchmark set by the model. This indicated that the selected banks under study were profitable. Similarly, the return on equity was observed to have a significant relationship with the financial statements. The test 51 revealed a positive return on shareholders’ investment. This is an important measurement for potential investors because they would like to see how efficiently a bank will use their money to generate net income.
After taking into context the analysis of the above findings and results of the ratio analysis, it was obvious that financial statements improve bank performance and are efficient measures of performance evaluation, through the analysing of the financial statements using ratio analysis to identify areas risk and vulnerabilities with a view to mitigating them in a timely manner. Although, there are other factors that could come into play at this stage such as good corporate governance practices, customer satisfaction and macroeconomic environment, these factors do not undermine the relevance of financial statements in improving bank performance, it serves as a literal tell tale of how the bank is performing.
5.2	Conclusion
	The research was carried out to ascertain the use of the financial statement for evaluating performance in the bank, with particular reference to First Bank of Nigeria Plc over a five-year period (2019-2025). The analysis supported the fact that financial statement support performance evaluation of banks, and decision making in an organization. 
The analysis reveals that the three banks are sound, stable and safe based on the results of the findings. It is also important to note that the financial statements are a strong tool through which the performance of the institutions can be assessed. Although, the reliability of financial reports has been challenged by stakeholders and scholars due to the impact of inflation arising from the used of historical cost as a basis for asset valuation as well as failure to recognize customer satisfaction, risk etc. Nevertheless, empirical evidence suggest that financial statements are still the most efficient means of evaluating 52 the performance of a bank. As the economy continues to evolve and new policies are formulated greater importance would continue to be placed on the preparation of financial statements.
5.3	Recommendations
Based on the result of the research findings, I wish to recommend the following: 
1. Greater emphasis should continue to be placed on the preparation of financial statements by banks 
2. Banks should continue to provide adequate supporting information to their financial statements for ease of analysis and interpretation by the relevant stakeholders. 
3. The continuous and efficient preparation of financial statements in line with applicable accounting standards and regulatory requirements. 
4. The banks should continue to use financial statements as a yard-stick in regulating their activities
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