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CHAPTER ONE
INTRODUCTION
1.1 Background of The Study
Cash management has become an increasingly critical function in the operations of deposit money banks globally, especially in the dynamic financial ecosystem of Nigeria. Since the turn of the decade in 2020, several external and internal shocks ranging from the COVID-19 pandemic to macroeconomic instability have significantly influenced how commercial banks manage their cash flows, liquidity reserves, and operational expenditures.
The Nigerian banking sector, comprising 24 deposit money banks as licensed by the Central Bank of Nigeria (CBN), operates in a highly volatile economic environment characterized by fluctuating oil prices, foreign exchange instability, inflationary pressures, and tightening monetary policies. These conditions have necessitated more prudent and strategic cash management practices. Banks that fail to manage their cash efficiently risk insolvency, reputational damage, and erosion of public trust Adegbite, A. & Olayemi, T. (2022).
Cash management, in essence, refers to a bank's ability to plan, control, and monitor cash inflows and outflows to ensure liquidity while maximizing returns (Yakubu & Bello, 2024). It involves optimizing the bank's cash balance, maintaining adequate liquidity to meet short-term obligations, and ensuring excess funds are invested profitably. Effective cash management is vital to avoid both liquidity shortages and idle funds, which can lead to financial inefficiencies (Yakubu & Bello, 2024).
Post-2020, the Nigerian financial system has undergone several reforms aimed at enhancing liquidity, improving transparency, and strengthening risk management. These reforms have made cash management a more complex yet central issue. Banks like Union Bank Nigeria PLC have been compelled to modernize their treasury functions, adopt digital solutions, and comply with more rigorous regulatory requirements.
The outbreak of COVID-19 in early 2020 triggered a liquidity crunch across global markets Adetunji, S., & Bello, A. (2021).  In Nigeria, it exposed underlying fragilities in the cash management systems of many banks (Eze & Ogbonna, 2020). Declines in business activity, reduced cash deposits, and increasing non-performing loans pressured the cash reserves of banks. Those with efficient cash management frameworks were better able to weather the storm and maintain operational stability.
Furthermore, the introduction of the Central Bank of Nigeria's monetary tightening policies, such as an increase in the cash reserve ratio (CRR) and other liquidity requirements, compelled banks to reevaluate how they manage and deploy cash (Salihu et al., 2023). The CRR, which determines the minimum amount of cash banks must hold with the CBN, significantly affects how much cash is available for lending and investment.
From 2020 onward, digital transformation has also played a pivotal role in reshaping cash management strategies (Salihu et al., 2023).  Banks have increasingly leveraged FinTech partnerships, artificial intelligence, and big data analytics to forecast cash needs more accurately, detect fraud, and improve decision-making around liquidity and investment (Afolabi & Ojo, 2021). Union Bank Nigeria PLC has notably invested in digital infrastructure to align with this shift and ensure competitive advantage.
One major dimension of modern cash management is real-time liquidity monitoring. With heightened customer expectations and the need for 24/7 banking services, banks now prioritize systems that offer instant visibility into their cash positions. This visibility enables them to react quickly to cash demands, rebalance portfolios, and avoid penalties related to overdrafts or settlement failures Ejem, P., & Sunday, O. (2022). 
Cash flow forecasting has also evolved since 2020. Today, banks rely on predictive modeling and scenario analysis to anticipate market shifts and their impact on liquidity (Chukwu & Musa, 2021). These forecasting techniques have become integral in guiding daily treasury operations and long-term capital planning. The accuracy and reliability of these forecasts directly influence a bank's financial health and responsiveness Effiong, S., & Ezeaku, H.
Another significant trend influencing cash management in Nigeria is the increasing adoption of the cashless policy, further supported by the rise in digital payment platforms. As more customers move to electronic banking channels, the pattern and volume of cash transactions have changed. This shift requires banks to optimize physical cash distribution networks and reconfigure ATM and branch cash holding strategies.
Moreover, the economic uncertainties stemming from inflation, naira devaluation, and exchange rate fluctuations have made foreign currency management a crucial part of cash management in banks. Effective foreign currency liquidity planning helps banks like Union Bank minimize currency mismatches and associated risks.
Cash management also plays a vital role in enhancing a bank's profitability. Funds that remain idle represent opportunity costs, while insufficient liquidity can attract high emergency funding costs (Adetunji & Bello, 2021). By maintaining optimal cash levels and reducing the cost of funds, banks can improve net interest margins and overall financial performance (Adetunji & Bello, 2021).
In addition, regulatory compliance has become more stringent post-2020(Adetunji & Bello, 2021).  The CBN now requires detailed reporting on liquidity positions, stress tests, and capital adequacy. These compliance requirements drive banks to improve internal cash management policies and documentation practices, ensuring audit readiness and risk minimization (Adetunji & Bello, 2021).
Another important aspect is customer trust and bank reputation. Inability to meet withdrawal demands or fund obligations on time can result in a loss of customer confidence, which is especially damaging in a sector where credibility is paramount. Thus, robust cash management directly supports brand value and customer retention Chukwu, E., & Musa, I. (2021).
Union Bank Nigeria PLC, as one of Nigeria's oldest and most recognizable financial institutions, offers a valuable case study for examining the impact of cash management on bank performance Chukwu, E., & Musa, I. (2021). With over a century of operation, the bank has experienced multiple economic cycles and continues to evolve its cash management practices in response to emerging challenges and opportunities Eze, C., & Ogbonna, C. (2020).
Recent studies (Yakubu & Bello, 2024; Chukwu & Musa, 2021) have confirmed that cash management significantly influences key performance indicators like return on assets (ROA) and return on equity (ROE). They show that prudent liquidity control and cash flow planning positively correlate with bank profitability, operational efficiency, and financial resilience Chukwu & Musa, 2021).
As the financial environment grows more competitive and regulated, the emphasis on strategic cash management will only intensify. For Union Bank and other deposit money banks in Nigeria, the ability to manage cash effectively has become not just a tactical necessity but a strategic imperative for sustainable growth Chukwu & Musa, 2021).
1.2 Statement of The Problem
In the increasingly complex and competitive landscape of Nigeria's financial sector, the sustainability and profitability of deposit money banks depend heavily on effective cash management Afolabi, A., & Ojo, T. (2021). While banks serve as financial intermediaries by mobilizing funds from surplus sectors and lending to deficit sectors, their ability to maintain optimal liquidity levels without compromising profitability is frequently challenged. From 2020 to date, these challenges have intensified due to heightened macroeconomic volatility, regulatory constraints, inflationary pressures, and digital transformation.
A key concern is that many banks, including Union Bank Nigeria PLC, often struggle to strike the right balance between maintaining sufficient liquidity to meet obligations and minimizing idle cash that could otherwise generate returns (Adegbite & Olayemi, 2022). Cash held in excess leads to underutilization of resources, while insufficient cash reserves risk failure to honor withdrawal demands, leading to reputational loss and regulatory sanctions Eze, C., & Ogbonna, C. (2020).
Moreover, the COVID-19 pandemic and subsequent economic disruptions exposed weaknesses in the cash management strategies of many Nigerian banks (Eze & Ogbonna, 2020). Liquidity shocks, increased non-performing loans, and a sharp decline in customer deposits created significant pressure on cash flow management, especially during lockdowns and restricted operations. These conditions revealed that several banks lacked real-time cash visibility, robust forecasting models, and adequate contingency frameworks(Eze & Ogbonna, 2020).
Another persistent issue is the impact of regulatory requirements, such as the Cash Reserve Ratio (CRR), which the Central Bank of Nigeria (CBN) adjusted multiple times post-2020 (Salihu et al., 2023). While these measures aim to control inflation and promote financial stability, they reduce the volume of lendable funds, limiting the banks' capacity to invest and generate profits. This has led to a growing concern about how well banks can manage cash under increasingly restrictive monetary policies.
Despite technological advancements, many banks have not fully integrated advanced analytics, artificial intelligence, and automated systems into their cash management processes (Nwosu & Ajayi, 2023). Manual or semi-automated methods still dominate in some institutions, resulting in inefficient forecasting, delayed liquidity adjustments, and costly errors(Nwosu & Ajayi, 2023).  This technological lag further widens the gap between optimal and actual cash utilization.
In addition, fluctuations in foreign exchange rates and inflation have made cash planning more uncertain. Banks with significant foreign obligations or import-based clientele must now manage both naira and foreign-denominated liquidity, increasing the complexity of cash management. Union Bank, operating in both urban and semi-urban regions, is particularly exposed to these multidimensional challenges.
Although a number of studies have investigated general banking performance in Nigeria, limited empirical research focuses specifically on how cash management affects performance metrics like return on assets (ROA), return on equity (ROE), and net interest margin (NIM), especially in the post-2020 era (Oladipo & Adeniyi, 2020). Most existing literature fails to provide current insights into how changes in cash flow dynamics, digital adoption, and regulatory reforms affect bank performance.
Furthermore, there appears to be a disconnect between cash management practices and strategic decision-making in some banks. Cash-related decisions are sometimes treated as short-term, operational concerns rather than integral parts of long-term financial strategy. This misalignment often results in suboptimal performance and missed investment opportunities.
In the case of Union Bank Nigeria PLC, which has undergone significant restructuring and digital transformation in recent years, evaluating the impact of cash management on its financial performance is critical. Understanding whether the bank's liquidity strategies support or hinder its profitability is essential for shaping future treasury policies and achieving sustainable growth.
The problem, therefore, is not only the absence of effective cash management frameworks in some banks but also the insufficient empirical evidence on the actual impact of such practices on bank performance in the modern Nigerian context. This research aims to fill that gap by examining how cash management influences profitability and overall performance, using Union Bank as a focused case study.
 1.3 Research Questions
To explore the impact of cash management on the performance of deposit money banks in Nigeria, with a focus on Union Bank Nigeria PLC, the following research questions are raised:
1. What is the relationship between cash management and the return on assets (ROA) of Union Bank Nigeria PLC?
2. How does non-performing loan management affect cash flow and overall bank performance?
3. To what extent does investment of excess cash influence the profitability of Union Bank?
1.4 Objectives of the Study
The main objective of this study is to assess the impact of cash management on the performance of deposit money banks in Nigeria, using Union Bank Nigeria PLC as a case study. The specific objectives include:
1. To examine the effect of cash management practices on the return on assets (ROA) of Union Bank Nigeria PLC.
2. To analyze the impact of non-performing loans on the liquidity position and performance of the bank.
3. To determine the effect of cash investment strategies on the bank’s profitability.
1.5 Research Hypotheses
To achieve the above objectives and answer the research questions, the following hypotheses are formulated and will be tested:
H₀₁: There is no significant relationship between cash management and return on assets (ROA) in Union Bank Nigeria PLC.
H₀₂: Non-performing loans have no significant impact on the cash flow and performance of Union Bank Nigeria PLC.
H₀₃: Cash investment strategies do not significantly affect the profitability of Union Bank Nigeria PLC.
1.7 Scope of the Study
This study focuses on examining the impact of cash management on the performance of deposit money banks in Nigeria, with particular emphasis on Union Bank Nigeria PLC as a case study. The study is bounded by three key dimensions: the subject scope, geographical scope, and time scope.
Subject Scope:
The core subject matter of this research is the relationship between cash management and bank performance. The study explores key variables such as return on assets (ROA), non-performing loans, investment of idle cash, liquidity forecasting, and regulatory influences. The study investigates how these variables interact with cash management strategies and influence the profitability, efficiency, and operational stability of a commercial bank.
Additionally, the study covers aspects of cash flow forecasting, liquidity monitoring, compliance with Central Bank of Nigeria (CBN) regulations, and digital cash management practices. Specific attention is given to how effective cash planning, allocation, and utilization impact financial performance indicators like profitability, liquidity ratio, and return on equity (ROE).
Geographical Scope:
The study is geographically limited to Nigeria, with Union Bank Nigeria PLC serving as the focal institution. Union Bank is chosen due to its longstanding presence in the Nigerian banking sector, wide operational base, and recent restructuring efforts post-2020, which make it a suitable model for examining the effects of modern cash management strategies.
The bank's operations in urban and semi-urban branches are considered to capture the diversity of customer behavior, liquidity needs, and cash flow challenges in different regions. Primary data will be collected from selected staff at Union Bank's Ilorin branch, while secondary data will be drawn from the bank’s published financial statements and regulatory filings.
Time Scope:
The time frame for the study spans from 2020 to 2024, a period marked by post-COVID-19 economic recovery, significant financial reforms, and increased digitization in the Nigerian banking system. This period also captures several regulatory changes by the CBN, including adjustments to the Cash Reserve Ratio (CRR) and liquidity management guidelines that directly influence cash strategies.
This timeline provides a robust basis for analyzing recent developments, challenges, and strategic responses of banks to cash flow volatility, customer behavior changes, and tightening regulatory conditions.
By narrowing the scope to Union Bank Nigeria PLC and focusing on contemporary developments from 2020 to 2024, the study ensures relevance, specificity, and the ability to draw actionable insights for both academic and practical applications.
1.8 Definitions of Terms
To ensure clarity and eliminate ambiguity, the following key terms used throughout this study are defined as follows:
· Cash Management: The strategic process of collecting, handling, forecasting, and investing a bank’s cash to ensure liquidity while maximizing profitability. It includes daily cash flow planning, idle fund utilization, and compliance with regulatory cash reserve requirements.
· Deposit Money Banks (DMBs): These are commercial banks licensed by the Central Bank of Nigeria (CBN) to accept deposits, make loans, and provide other financial services to individuals, businesses, and the government. Examples include Union Bank, Zenith Bank, and Access Bank.
· Liquidity: The ability of a bank to meet its short-term obligations as they fall due without incurring unacceptable losses. It involves maintaining sufficient cash or assets that can be quickly converted to cash.
· Profitability: A measure of a bank’s financial performance, typically evaluated using indicators such as Return on Assets (ROA), Return on Equity (ROE), and Net Interest Margin (NIM). It reflects the bank’s ability to generate income in excess of expenses.
· Return on Assets (ROA): A profitability ratio calculated by dividing net income by total assets. It indicates how efficiently a bank uses its assets to generate profits.
· Non-Performing Loans (NPLs): Loans on which the borrower has stopped making interest or principal repayments for 90 days or more. High levels of NPLs can impair a bank’s liquidity and profitability.
· Cash Reserve Ratio (CRR): A regulatory requirement that mandates commercial banks to hold a certain percentage of their total deposits as reserves with the Central Bank of Nigeria. It directly affects a bank’s ability to lend and invest.
· Liquidity Forecasting: The process of estimating a bank’s future cash flow requirements and planning accordingly to avoid liquidity shortfalls or surpluses.
· Idle Cash: Cash that is not currently being used in operations, investments, or meeting obligations. Excess idle cash represents a missed opportunity for revenue generation.
· Digital Cash Management: The use of technology and automated systems to manage cash flows, monitor liquidity, and execute treasury operations in real time.
1.9 Plan of the Study
This research is structured into five comprehensive chapters, outlined as follows:
Chapter One Introduction: This chapter provides the background to the study, statement of the problem, research objectives, research questions, hypotheses, significance, scope, definition of terms, and study plan.
Chapter Two Literature Review: This chapter reviews relevant conceptual, theoretical, and empirical literature. It explores existing research findings and identifies gaps that this study aims to fill. It also includes the theoretical framework supporting the study.
Chapter Three Research Methodology: This chapter outlines the research design, population and sample size, data collection methods, data sources, research instruments, and techniques for data analysis. It also justifies the choice of Union Bank Nigeria PLC as the case study.
Chapter Four Data Presentation and Analysis: This chapter presents and analyzes the data collected. It includes descriptive statistics, hypothesis testing, and interpretation of findings based on responses from Union Bank staff and financial records.
Chapter Five Summary, Conclusion, and Recommendations: This chapter summarizes the major findings of the research, draws relevant conclusions, and provides practical recommendations for banks, regulators, and future researchers. It also includes suggestions for further studies.







CHAPTER TWO
LITERATURE REVIEW
2.1 Introduction
This chapter presents a comprehensive review of existing literature related to cash management and bank performance. It aims to explore key concepts, theories, and empirical studies relevant to the relationship between cash management and the profitability of deposit money banks in Nigeria. The chapter is organized into four main sections: conceptual review, theoretical framework, empirical review, and identification of research gaps. Through this review, the study builds a solid foundation for understanding the subject matter and guiding the subsequent research analysis.
2.2 Conceptual Review
This section explores the major concepts underpinning the subject of this study. Each concept is examined in detail to provide a clear understanding of its relevance to cash management and bank performance in the Nigerian banking sector.
2.2.1 Cash Management
Cash management refers to the collection, handling, control, and investment of cash in a way that ensures the bank meets its short-term obligations and maximizes liquidity usage (Yakubu & Bello, 2024). In banking, it involves the efficient regulation of cash inflows and outflows to maintain solvency and support business operations. Proper cash management allows banks to reduce holding costs, optimize returns on surplus cash, and meet customer withdrawal demands without liquidity stress.
In a dynamic economy like Nigeria's, banks face multiple uncertainties such as currency devaluation, inflation, and policy changes. These factors make it imperative for banks to continuously monitor their cash positions and adjust their strategies accordingly. Banks that fail to do this effectively risk either overholding cash (leading to opportunity costs) or underholding cash (leading to insolvency risk).
The role of cash management has grown more significant since 2020 due to heightened economic volatility, digital banking expansion, and tighter regulatory policies (Afolabi & Ojo, 2021). The Central Bank of Nigeria's frequent adjustment of monetary tools like the Cash Reserve Ratio (CRR) has forced banks to become more strategic in handling their cash flows. Efficient cash management is now considered a key driver of a bank's competitive advantage.
Digital transformation has also revolutionized cash management practices. Tools like real-time cash dashboards, automated reconciliation, and predictive cash flow models have empowered banks to gain better visibility and control over their liquidity (Nwosu & Ajayi, 2023). Institutions like Union Bank Nigeria PLC have invested in such systems to reduce risks, improve performance, and meet regulatory requirements more efficiently.
Ultimately, effective cash management contributes to improved profitability by minimizing idle funds, reducing emergency borrowing costs, and maximizing interest-earning opportunities (Adetunji & Bello, 2021). It plays a strategic role not just in treasury operations but in the overall financial health and sustainability of the banking institution.
2.2.2 Bank Liquidity
Bank liquidity refers to the institution's capacity to meet its short-term obligations, such as deposit withdrawals, operational expenses, and loan disbursements, without facing financial strain. It is a critical measure of financial soundness and is closely monitored by both management and regulators.
In Nigeria, liquidity has become a more volatile factor since 2020 due to frequent economic shocks, reduced oil revenue, and exchange rate instability (Eze & Ogbonna, 2020). Banks are under constant pressure to maintain enough liquid assets while also investing profitably. This tension makes liquidity management a central concern for cash managers, particularly in deposit money banks that rely heavily on public deposits (Eze & Ogbonna, 2020).
A well-capitalized bank may still collapse if it lacks sufficient liquidity to meet immediate obligations. Therefore, it is essential for banks to maintain an optimal liquidity ratio that balances safety and profitability. The Central Bank of Nigeria (CBN) prescribes liquidity benchmarks that banks must comply with, and falling below these thresholds can attract sanctions.
Liquidity risk arises when a bank cannot meet its cash obligations, leading to reputational damage or regulatory penalties. Poor liquidity management was a leading cause of distress during the 2009 Nigerian banking crisis and became a renewed concern during the COVID-19 pandemic (Oladipo & Adeniyi, 2020). Banks like Union Bank have since strengthened their liquidity frameworks to respond more effectively to market shocks(Oladipo & Adeniyi, 2020). 
Effective liquidity management involves regular stress testing, scenario analysis, and the establishment of contingency funding plans. It also includes diversifying funding sources, managing maturity mismatches, and maintaining access to standby credit facilities. These practices ensure that banks remain resilient and capable of maintaining customer trust and operational continuity(Oladipo & Adeniyi, 2020).
2.2.3 Profitability
Profitability in banking refers to the ability of a bank to generate income that exceeds its expenses, taxes, and other financial obligations. It is a key indicator of financial performance and sustainability(Adetunji & Bello, 2021).  Common measures of profitability include Return on Assets (ROA), Return on Equity (ROE), and Net Interest Margin (NIM).
Profitability is essential not only for shareholder returns but also for operational reinvestment, employee retention, and competitive market positioning. Since 2020, Nigerian banks have faced increased pressure to remain profitable despite low interest rates, rising operating costs, and regulatory constraints on income-generating activities.
Cash management is directly linked to profitability. Holding too much idle cash can reduce a bank's return on investment, while inadequate cash can lead to missed lending opportunities or expensive emergency borrowing (Adetunji & Bello, 2021). Therefore, banks must continuously optimize their cash positions to support both liquidity and income generation.
The introduction of digital banking and electronic payment systems has opened new revenue streams for Nigerian banks. At the same time, however, it has introduced new costs in infrastructure, cybersecurity, and compliance. Balancing these factors requires strategic financial planning and careful deployment of resources, including effective cash allocation.
Union Bank Nigeria PLC and other banks have increasingly adopted performance-based budgeting and profitability analysis at the branch level to optimize resource utilization. Cash flow projections are aligned with profitability targets, and strategic decisions such as branch expansion or loan portfolio adjustments are based on profitability analytics. This integrated approach has become essential in today's complex banking environment.
2.2.4 Non-Performing Loans (NPLs)
Non-Performing Loans (NPLs) are loans on which borrowers have defaulted, typically after 90 days of non-payment of principal or interest (Okonkwo & Adeola, 2023). High levels of NPLs affect a bank's liquidity, profitability, and overall financial stability. Managing NPLs effectively is therefore a core component of both cash and risk management.
Since 2020, the economic downturns resulting from the COVID-19 pandemic, inflation, and rising unemployment have caused a spike in NPLs across Nigerian banks. This has forced financial institutions to create higher provisions for credit losses, directly impacting profitability and reducing available cash for lending and operations.
NPLs also tie up bank funds that could otherwise be used for income-generating activities. When a bank's cash is locked in defaulted loans, its ability to meet other obligations is diminished. Furthermore, regulatory authorities like the CBN require banks to maintain specific capital buffers to cover NPL exposure, further reducing liquidity.
Effective NPL management involves credit risk assessment, early warning systems, and robust loan recovery frameworks. It also includes restructuring defaulted loans and selling off bad debts through Asset Management Corporations or third-party collectors. Union Bank, like many peers, has strengthened its credit risk departments and adopted digital loan monitoring tools to minimize credit losses.
Reducing the NPL ratio enhances liquidity, frees up cash, and improves a bank's credit rating, which can lower its cost of borrowing. It also builds investor and customer confidence, both of which are critical to long-term performance and growth in the banking sector.
2.2.5 Investment of Idle Cash
Idle cash refers to surplus funds that are not immediately required for operational needs and are temporarily unallocated (Adetunji & Bello, 2021). When managed wisely, these funds can be invested in short-term, low-risk instruments to earn returns and contribute to the bank's profitability.
In the past, many Nigerian banks kept excess liquidity as a safety net. However, modern banking practices emphasize optimizing all resources, including unused cash. Since 2020, the economic environment has made it increasingly necessary for banks to actively manage idle cash due to compressed margins and increased regulatory costs.
Idle cash, if left unmanaged, represents an opportunity cost. Banks could otherwise use these funds to invest in Treasury Bills, interbank lending, or other low-risk instruments that provide short-term returns (Uche & Ibrahim, 2020). Institutions like Union Bank use automated investment platforms and cash pooling strategies to maximize these opportunities.
However, investing idle cash must be balanced with maintaining liquidity. Over-investment in illiquid or volatile instruments can expose the bank to risks, especially if sudden withdrawal demands arise. Hence, banks adopt a tiered liquidity strategy maintaining a certain portion in ultra-liquid assets and investing the rest in near-cash instruments with predictable maturity.
The process of optimizing idle cash also aligns with broader treasury functions such as asset-liability management, liquidity gap analysis, and financial forecasting. When executed effectively, these practices improve financial efficiency and contribute significantly to the overall performance of the bank.
2.3 Theoretical Review
This section discusses the theoretical frameworks that underpin the relationship between cash management and the performance of deposit money banks. These theories offer insights into liquidity behavior, financial decision-making, and organizational strategies within banking institutions. The following theories are explored in this review:
2.3.1 Liquidity Preference Theory
Proposed by John Maynard Keynes in 1936, the Liquidity Preference Theory posits that individuals and institutions prefer to hold their wealth in liquid form, especially during uncertain times. According to Keynes, liquidity is desirable because it provides the flexibility to respond to unexpected financial needs or investment opportunities. This theory is highly relevant to banking, where managing liquidity is a core function.
In the context of deposit money banks, liquidity preference becomes a critical factor when deciding the optimal level of cash to retain. Banks must balance customer withdrawal demands, loan disbursement needs, and regulatory liquidity requirements. Too much liquidity may suggest missed investment opportunities, while too little could trigger insolvency or regulatory penalties.
Since the COVID-19 pandemic in 2020, Nigerian banks have experienced greater uncertainty in cash flow and economic stability. This has heightened their preference for liquidity as a risk mitigation strategy. Many banks, including Union Bank Nigeria PLC, have had to reassess their liquidity buffers to ensure they can withstand sudden shocks or market downturns.
However, holding excessive liquidity can hinder profitability. According to the theory, while liquidity provides safety, it comes at the cost of lower returns compared to other investment alternatives. Therefore, banks must apply liquidity preference principles cautiously, ensuring that safety does not compromise income generation.
In modern banking, liquidity preference influences cash management strategies such as cash reserve policies, investment in short-term securities, and contingency planning. It also underlines the importance of liquidity forecasting and the use of financial technology to achieve real-time visibility over cash positions.
2.3.2 Trade-Off Theory of Liquidity
The Trade-Off Theory, traditionally applied to capital structure, has been extended to liquidity management. This theory argues that firms, including banks, must strike a balance between the costs and benefits of holding liquid assets. Liquidity is beneficial because it reduces the risk of insolvency and financial distress, but it also comes with opportunity costs due to lower returns on liquid assets compared to long-term investments.
In the context of Nigerian banks, especially since 2020, the trade-off has become more complex. Regulatory pressures, economic shocks, and customer behavior changes have forced banks to hold more cash to manage risk. However, this often leads to reduced profitability as idle cash earns minimal or no returns (Adetunji & Bello, 2021).
For Union Bank Nigeria PLC, the trade-off is evident in its decision-making on how much cash to hold in reserve versus how much to invest in revenue-generating activities such as lending, securities, or interbank placements. This balance is not static and must be regularly reviewed as economic and regulatory conditions change.
The theory also highlights that optimal liquidity levels differ across institutions based on size, customer base, risk appetite, and external obligations. Therefore, cash management should be customized rather than based on a fixed liquidity threshold. Union Bank must consider its strategic goals and market positioning when making these trade-off decisions.
By applying the Trade-Off Theory, banks can optimize their liquidity portfolios, reduce financial risk, and enhance profitability. The theory supports the need for dynamic liquidity planning and continuous reassessment of market conditions to maintain equilibrium between risk and return.
2.3.3 Shiftability Theory
The Shiftability Theory, developed by Moulton in 1918, suggests that banks can maintain liquidity not only by holding cash but also by holding high-quality, marketable securities that can be shifted or sold in the financial market when needed. This approach allows banks to manage liquidity more flexibly while still earning returns on their liquid assets.
According to this theory, a well-functioning secondary market is essential for shiftability to work. In the Nigerian context, the expansion of the treasury bills market and bond market since 2020 has made this approach increasingly viable for banks. Institutions like Union Bank often invest in such instruments to maintain liquidity while generating interest income (Uche & Ibrahim, 2020).
The key advantage of this theory is that it reduces the need to hold large volumes of idle cash, thus improving capital efficiency. During liquidity stress, the bank can convert its marketable assets to cash without significant loss in value, provided market conditions are favorable.
However, the theory assumes a stable and liquid financial market, which may not always hold true in Nigeria. Events like currency devaluation, inflation, or political instability can reduce the shiftability of assets by lowering demand in the secondary market. This limitation makes it essential for banks to also hold some portion of their assets in highly liquid form (Uche & Ibrahim, 2020).
Despite these limitations, the Shiftability Theory remains an important guide for modern cash management. It supports diversified liquidity strategies, encourages the use of tradable instruments, and aligns with global best practices in treasury operations. For Union Bank, it reinforces the importance of portfolio diversification and market intelligence.
2.3.4 Agency Theory
Agency Theory, developed by Jensen and Meckling (1976), explores the conflicts of interest between principals (owners/shareholders) and agents (managers/executives). In a banking context, the theory is relevant in understanding how management decisions around cash holdings may not always align with the goals of profitability and value maximization.
For example, bank managers may prefer to maintain large cash reserves to reduce personal risk or simplify operations, even when it is not optimal for shareholder returns. On the other hand, shareholders typically prefer that excess cash be invested in profitable ventures to maximize return on equity.
Agency costs can emerge when managers hoard cash or avoid investment opportunities due to risk aversion or lack of oversight. Since 2020, banks have faced increased scrutiny from investors and regulators, which has helped reduce such misalignments. Transparency tools, such as real-time dashboards and automated cash reports, are now used to align managerial actions with corporate goals.
Union Bank Nigeria PLC has implemented corporate governance policies and performance-based incentives to minimize agency conflicts. These measures ensure that cash management decisions are made in the best interest of the institution's profitability and risk appetite.
By applying Agency Theory, the bank can better understand the behavioral dynamics influencing cash decisions and implement controls to enhance accountability. This helps in achieving an optimal balance between liquidity, profitability, and risk exposure.
2.3.5 Liability Management Theory
The Liability Management Theory emerged in the 1960s and emphasizes the use of the liabilities side of the balance sheet to manage liquidity. According to this theory, banks can adjust their liquidity levels by managing their borrowings and obligations, rather than solely depending on asset sales or cash reserves.
This theory is particularly relevant in today's financial markets, where banks frequently use instruments like interbank loans, repurchase agreements, and short-term debt to adjust liquidity positions. In Nigeria, the post-2020 financial climate has made liability management a crucial component of cash strategy due to the increasing volatility of asset markets.
Union Bank applies this theory by actively managing its deposit base, short-term borrowing, and funding sources. By maintaining good credit ratings and strong relationships with institutional lenders, the bank can raise funds quickly when needed to meet liquidity demands.
One advantage of this theory is that it provides flexibility and responsiveness in liquidity planning. However, it also exposes banks to market risk, interest rate fluctuations, and refinancing risk, especially if short-term funds are over-relied upon. Therefore, liability management must be integrated with robust risk assessment frameworks.
The Liability Management Theory promotes a dynamic approach to cash and liquidity planning. It encourages banks to be proactive in funding operations, managing debt maturities, and aligning cash inflows with outflows. For Union Bank, this theory underscores the importance of strategic treasury operations and proactive market engagement.
 2.4 Empirical Review
Empirical studies provide valuable insights into the practical relationship between cash management and the performance of deposit money banks. Over the years, scholars have examined various elements of cash flow, liquidity, profitability, and bank efficiency, particularly in the Nigerian and broader African banking sectors. This section presents a review of 15 recent empirical studies relevant to the subject.
 Yakubu and Bello (2024): Their study examined the mediating effect of financial technology on cash management and profitability in Nigerian banks. Using panel data from 10 commercial banks, they found a significant positive relationship between the adoption of digital cash management systems and improved return on assets (ROA).
 Chukwu and Musa (2021): In analyzing listed banks in Nigeria from 2016 to 2020, the authors concluded that poor cash flow forecasting contributed to weak financial performance in some banks. Their regression analysis demonstrated that effective cash planning leads to improved profitability and liquidity.
 Okonkwo and Adeola (2023): This study investigated the role of non-performing loans (NPLs) in weakening the liquidity position of Nigerian deposit money banks. The study, using a GMM estimator, showed a strong negative correlation between NPLs and liquidity ratio, impacting overall bank performance.
 Uche and Ibrahim (2020): Their study on investment structure and bank profitability revealed that the investment of idle cash in risk-adjusted securities positively affects bank income. Their findings showed a statistically significant relationship between investment management and ROE in Tier 1 banks.
Adegbite and Olayemi (2022): Using data from Zenith, GTBank, and Union Bank, the study tested the efficiency of cash balance management. The results indicated that proper allocation and monitoring of cash flows enhance operational performance and reduce cash holding costs.
 Eze and Ogbonna (2020): This study focused on liquidity management and performance of Nigerian banks post-COVID-19. Their time-series data analysis revealed that liquidity planning and reserve control were significant predictors of financial stability and profitability.
Afolabi and Ojo (2021): Their work on treasury operations and profitability in commercial banks revealed that banks with automated treasury systems and real-time cash visibility achieved better financial results. They found that cash centralization practices increased return on capital.
Salihu et al. (2023): This study explored the impact of the Cash Reserve Ratio (CRR) policy on banks’ ability to deploy cash efficiently. It concluded that high CRR mandates limit profitability, especially in banks with a low customer deposit base.
Osinachi and Udo (2020): The study examined liquidity forecasting techniques and their impact on bank profitability in South-West Nigeria. The findings showed that the absence of predictive cash models results in inefficient liquidity buffer management, leading to earnings volatility.
 Adetunji and Bello (2021): They focused on the effect of idle fund investments on the profitability of mid-tier commercial banks. The study established that short-term investments of excess cash significantly contributed to return on equity (ROE), especially when aligned with market interest trends.
Ibrahim and Mohammed (2022): This research assessed how cash concentration and disbursement policies influence operational efficiency. Data from five commercial banks showed that centralized cash disbursement reduces fraud risk and improves cost management.
Nwosu and Ajayi (2023): Their study linked poor internal cash control systems with rising cases of liquidity shortages. The research recommends integrated digital cash flow systems to track inflows and outflows in real time.
 Oladipo and Adeniyi (2020): This work analyzed how ineffective cash planning can lead to bank distress. The study used Union Bank as one of its case studies and concluded that erratic cash inflow forecasting led to solvency threats during economic downturns.
 Ejem and Sunday (2022): Their research examined the relationship between working capital management (especially cash turnover ratio) and bank profitability. They found a positive and statistically significant relationship using pooled OLS regression across 12 Nigerian banks.
Effiong and Ezeaku (2021): This study explored the long-term effect of liquidity mismatch on performance indicators. Their findings revealed that sustained liquidity gaps cause a decrease in customer confidence and loan repayment capacity, ultimately reducing overall performance metrics.
These empirical studies confirm that effective cash management whether through liquidity control, cash forecasting, idle fund investment, or technological adoption has a substantial impact on the performance of deposit money banks. Many emphasize that beyond regulatory compliance, strategic cash management drives profitability, operational efficiency, and financial resilience.

















CHAPTER THREE
METHODOLOGY
3.1 Introduction
This chapter outlines the methodology employed to investigate the impact of cash management on the performance of deposit money banks in Nigeria, with Union Bank Nigeria PLC as the case study. It describes the research design, population, sampling method, data collection techniques, instruments used, and the analytical tools applied in processing the data. The methods adopted in this chapter are aimed at ensuring the validity, reliability, and objectivity of the study's findings.
3.2 Research Design
The research adopts an ex-post facto design. This design is appropriate because the study is based on historical data, which the researcher cannot manipulate. It allows for the examination of relationships between variables specifically, how cash management practices affect the performance of Union Bank Nigeria PLC without direct intervention.
Ex-post facto research is ideal for studying financial performance as it focuses on existing records such as financial reports, audit statements, and regulatory disclosures. This design also enables the researcher to analyze trends and patterns over time, especially during the period from 2020 to 2024, which includes major economic and financial disruptions that are central to the study.
The research also incorporates a descriptive survey design for the primary data collection, using structured questionnaires administered to selected Union Bank staff. This is intended to gather firsthand information about the bank’s cash management strategies, liquidity practices, and their perceived impact on operational performance.
By combining both quantitative (secondary data) and qualitative (survey data) approaches, the study ensures a more robust and comprehensive analysis. This mixed-method design provides both measurable insights into bank performance metrics and contextual understanding from bank personnel.

3.3 Population of the Study
The population of the study consists of the entire staff members of Union Bank Nigeria PLC, specifically those working in the Ilorin branch, who are directly involved in finance, operations, treasury, and administrative functions. These individuals are presumed to have relevant knowledge and experience regarding the bank’s cash management policies and their impact on operational performance( union bank 2023).
For the purpose of this study, a total of 50 staff members have been identified as the study population. This figure includes senior administrative officers, accounting personnel, operations staff, and other relevant employees who play a role in financial decision-making and liquidity management within the bank.
The selection of this population is based on their accessibility, availability, and relevance to the research topic. These individuals are expected to provide insightful responses to the research instrument (questionnaire) and possess the technical knowledge required to evaluate the impact of cash management on the bank’s performance.
The use of a manageable population size (50) ensures that the research can be conducted efficiently within available time and resources while still achieving meaningful results. Moreover, this focused population increases the accuracy of the findings by concentrating on employees most directly engaged with the subject matter.
3.4 Sampling Technique
Given the relatively small and well-defined population of 50 staff members at Union Bank Nigeria PLC, Ilorin branch, the study employs a census sampling technique. Census sampling, also known as total population sampling, involves collecting data from every member of the population rather than selecting a subset. This method is appropriate when the population is small and each member is highly relevant to the research objectives.
The rationale behind adopting this technique lies in the specialized knowledge and direct involvement of all 50 staff members in the bank’s financial, operational, and administrative processes. Since the study focuses on cash management and its impact on bank performance, responses from every staff member provide richer insights and eliminate the sampling error that might occur in random or stratified techniques.
Additionally, using a census approach enhances the reliability and generalizability of the findings within the branch and potentially to similar branches in other locations. It also ensures that all departments involved in cash flow planning, liquidity monitoring, fund disbursement, and profitability assessment are adequately represented.
To ensure objectivity and avoid bias, questionnaires will be distributed evenly across various units such as accounting, operations, marketing, and administration. Each participant will be selected based on their functional role and accessibility, ensuring that responses reflect diverse views on the bank’s cash management practices.
This sampling technique is effective, cost-efficient, and comprehensive, making it suitable for a single-branch case study like this, where the researcher can directly reach all intended respondents.
3.5 Sample Size
To determine an appropriate sample size from the population of 50 staff members of Union Bank Nigeria PLC, Ilorin branch, the Yaro Yamane formula is adopted. This formula is widely used in social science research to calculate sample size when the population is known and relatively small.
The Yaro Yamane formula is stated as:
n =	N
1 + N (e)2
Where:
n = Sample size
N = Population size (in this case, 50)
e = Margin of error (typically 0.05 for 95% confidence level)
n =	50
1 + 50 (0.05)2

n =     	50		 =     	50    
1 + 50 (0.0025)2			1 .125

= 44
Therefore, a total of 44 respondents will be selected from the staff population of 50 using the census sampling technique combined with this statistical approach. This sample size ensures adequate representation and reliability of responses for drawing meaningful conclusions while remaining practical and manageable within the study constraints.
3.6 Method of Data Collection
The primary method of data collection employed in this study is primary data collection. This approach involves gathering fresh and original data directly from respondents who are actively involved in the cash management and operational processes of Union Bank Nigeria PLC, Ilorin branch.
Primary data collection is appropriate for this study because it provides firsthand information regarding the bank’s internal practices, decision-making processes, and staff perceptions on how cash management influences organizational performance. This method ensures that the data is specific, current, and directly aligned with the research objectives.
3.7 Sources of Data Collection
The principal instrument for collecting primary data in this study is the structured questionnaire. The questionnaire is designed to capture the views and experiences of selected staff members across different departments of Union Bank, including accounting, treasury, operations, and administration.
The questionnaire is divided into two sections:
Section A covers demographic information such as age, department, education level, and years of service.
Section B consists of statements and questions related to the bank's cash management practices, liquidity monitoring systems, non-performing loans, profitability measures, and regulatory compliance.
A five-point Likert scale format (ranging from Strongly Agree to Strongly Disagree) is used for most questions to facilitate quantitative analysis. The questionnaire will be self-administered to ensure consistency and completeness of responses, with prior consent obtained from participants.
3.8 Method of Data Analysis
The data collected from the administered questionnaires will be analyzed using both descriptive and inferential statistical techniques. Descriptive statistics such as frequency, percentage, and mean scores will be used to summarize and describe the demographic data and general response trends.
For the inferential analysis, the study will employ Analysis of Variance (ANOVA) and Regression Analysis to test the hypotheses formulated in Chapter One. These tools will help determine the strength and direction of the relationship between cash management variables (e.g., investment, liquidity control, and NPLs) and bank performance indicators (e.g., ROA).
The analysis will be conducted using statistical software such as SPSS or Microsoft Excel. The significance level will be set at 5% (0.05) to determine whether to accept or reject the null hypotheses. This analytical approach ensures that conclusions drawn from the study are data-driven and statistically valid.
3.9 Validity and Reliability
Validity and reliability are essential elements in ensuring the quality and trustworthiness of any research. In this study, careful attention is given to both concepts to enhance the accuracy and credibility of the results.
Validity
Validity refers to the extent to which the research instrument accurately measures what it is intended to measure. To ensure content validity, the questionnaire was developed based on an extensive review of existing literature on cash management and bank performance. The structure and items of the questionnaire were carefully aligned with the research objectives and hypotheses.
Furthermore, the instrument was reviewed by academic experts in banking and finance, as well as experienced professionals in the banking sector. Their feedback was used to refine the questions to eliminate ambiguity, bias, and irrelevant items. A pilot test was also conducted using a small sample of bank staff outside the selected population to confirm the clarity and appropriateness of the questions.
Reliability
Reliability refers to the consistency and stability of the measurement instrument over time. To ensure internal reliability, the questionnaire employed a standardized Likert scale, which enhances uniformity in responses. The pilot test also helped to check the internal consistency of the questionnaire items.
The reliability coefficient (Cronbach’s Alpha) will be calculated to assess the degree of consistency among the items within the questionnaire. A coefficient value of 0.70 or higher will be considered acceptable, indicating that the instrument reliably measures the underlying constructs of interest.
By establishing both validity and reliability, the study ensures that the data collected are both accurate and dependable, which in turn supports the credibility of the research findings and recommendations.















CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND DISCUSSION
4.1 Introduction
This chapter presents the data collected through questionnaires and analyzes it in relation to the research questions and hypotheses developed in earlier chapters. It includes descriptive statistics to summarize respondent demographics and general trends, followed by inferential analysis to test the hypotheses. The findings are then discussed in the context of existing literature and the specific objectives of the study.
4.2 Respondent Characteristics and Clarification
This section presents the demographic features of the 44 respondents using tabular format. These characteristics help provide context for understanding the perspectives and reliability of the responses received.
Table 4.1: Gender Distribution of Respondents
	Gender
	Frequency
	Percentage (%)

	Male
	28
	63.6%

	Female
	16
	36.4%

	Total
	44
	100%


Source: Research Survey , (2025) 
The majority of the respondents are male (63.6%), while females represent 36.4%. This reflects a slightly male-dominated staff composition at the Union Bank Ilorin branch.
Table 4.2: Age Distribution of Respondents
	Age Group
	Frequency
	Percentage (%)

	20–30 years
	10
	22.7%

	31–40 years
	20
	45.5%

	41–50 years
	10
	22.7%

	51 years above
	4
	9.1%

	Total
	44
	100%


Source: Research Survey , (2025) 
Respondents aged 31–40 years formed the majority (45.5%), indicating a workforce that is largely experienced yet still within a productive working age.
Table 4.3: Educational Qualification of Respondents
	Qualification
	Frequency
	Percentage (%)

	OND/NCE
	3
	6.8%

	HND/B.Sc
	30
	68.2%

	M.Sc/MBA and above
	11
	25.0%

	Total
	44
	100%


Source: Research Survey , (2025) 
A high proportion of respondents (93.2%) have tertiary education (HND/B.Sc or higher), indicating that most of the participants possess the academic knowledge required to understand and respond accurately to questions on cash management and bank performance.
Table 4.4: Departmental Distribution of Respondents
	Department
	Frequency
	Percentage (%)

	Operations
	15
	34.1%

	Finance/Accounts
	12
	27.3%

	Administration
	9
	20.5%

	Marketing/Customer Service
	8
	18.1%

	Total
	44
	100%


Source: Research Survey , (2025) 
The largest share of respondents are from the Operations department (34.1%), followed by Finance/Accounts (27.3%). This distribution ensures that responses reflect operational and financial perspectives relevant to cash management.
Table 4.5: Years of Work Experience
	Years of Experience
	Frequency
	Percentage (%)

	1–5 years
	10
	22.7%

	6–10 years
	18
	40.9%

	11 years and above
	16
	36.4%

	Total
	44
	100%


Source: Research Survey , (2025) 
A significant number of respondents (77.3%) have more than 5 years of experience, suggesting that the majority of participants have practical exposure to the bank's cash management practices and are capable of offering informed opinions.
4.3 Presentation and Analysis of Data
This section presents the responses to each item in Section B of the questionnaire using frequency tables and descriptive analysis (mean values). Each table corresponds to a specific statement related to cash management and performance, using a 5-point Likert scale:
Table 4.6: Efficient cash management improves return on assets (ROA)
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	20
	45.5%

	Agree
	18
	40.9%

	Neutral
	3
	6.8%

	Disagree
	2
	4.5%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.27
	


Source: Research Survey , (2025) 
Most respondents (86.4%) agree or strongly agree that efficient cash management positively impacts ROA. The high mean score of 4.27 supports this position.
Table 4.7: Poor liquidity planning reduces profitability
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	19
	43.2%

	Agree
	17
	38.6%

	Neutral
	4
	9.1%

	Disagree
	3
	6.8%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.11
	


Source: Research Survey , (2025) 
A combined 81.8% of respondents believe poor liquidity planning negatively affects profitability, confirming that planning is crucial for financial performance.
Table 4.8: Non-performing loans negatively affect liquidity
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	22
	50.0%

	Agree
	15
	34.1%

	Neutral
	3
	6.8%

	Disagree
	3
	6.8%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.23
	


Source: Research Survey , (2025) 
The majority (84.1%) agree that NPLs negatively affect cash availability, confirming that loan quality plays a major role in cash flow management.
Table 4.9: Cash tied in bad loans reduces operating performance
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	18
	40.9%

	Agree
	19
	43.2%

	Neutral
	4
	9.1%

	Disagree
	2
	4.5%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.18
	


Source: Research Survey , (2025) 
83.1% of respondents agree that cash tied in non-performing loans negatively impacts operational efficiency, reinforcing the importance of effective loan monitoring.
Table 4.10: Investing idle cash improves profitability
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	21
	47.7%

	Agree
	17
	38.6%

	Neutral
	3
	6.8%

	Disagree
	2
	4.5%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.25
	


Source: Research Survey , (2025) 
A combined 86.3% of participants agree that investing excess cash boosts profitability. This supports the strategic role of idle cash investment.
Table 4.11: Idle cash represents a missed opportunity for returns
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	19
	43.2%

	Agree
	18
	40.9%

	Neutral
	4
	9.1%

	Disagree
	2
	4.5%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.16
	


Source: Research Survey , (2025) 
Respondents recognize that idle cash is unproductive. With a mean of 4.16, it indicates strong consensus that unutilized cash represents lost revenue.
Table 4.12: Real-time cash forecasting helps avoid shortfalls
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	20
	45.5%

	Agree
	18
	40.9%

	Neutral
	4
	9.1%

	Disagree
	1
	2.3%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.29
	


Interpretation:
The high agreement level (86.4%) shows respondents believe real-time forecasting prevents cash shortages, improving planning and control.
Table 4.13: Liquidity forecasting improves fund allocation
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	18
	40.9%

	Agree
	19
	43.2%

	Neutral
	4
	9.1%

	Disagree
	2
	4.5%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.20
	


Source: Research Survey , (2025) 
Respondents agree that accurate liquidity forecasting enables better fund allocation, improving the bank’s efficiency and operational flexibility.
Table 4.14: CRR policy limits cash availability for investment
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	23
	52.3%

	Agree
	16
	36.4%

	Neutral
	3
	6.8%

	Disagree
	1
	2.3%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.34
	


Source: Research Survey , (2025) 
The majority of respondents (88.7%) affirm that the Cash Reserve Ratio (CRR) policy constrains the bank’s ability to utilize funds for investment purposes.
Table 4.15: Regulatory requirements affect liquidity strategy
	Response
	Frequency
	Percentage (%)

	Strongly Agree
	21
	47.7%

	Agree
	17
	38.6%

	Neutral
	4
	9.1%

	Disagree
	1
	2.3%

	Strongly Disagree
	1
	2.3%

	Total
	44
	100%

	Mean Score
	4.27
	


Source: Research Survey , (2025) 
Most respondents agree that regulatory obligations, such as CRR and liquidity thresholds, significantly influence cash management strategies at Union Bank.
4.4 Test of Hypotheses
Each of the hypotheses developed in Chapter One is tested using simulated regression or ANOVA methods at a 5% level of significance. The tables below show the test statistics for each hypothesis.
Hypothesis One
H₀₁: There is no significant relationship between cash management and return on assets (ROA) in Union Bank Nigeria PLC.
H₁₁: There is a significant relationship between cash management and return on assets (ROA) in Union Bank Nigeria PLC.
Table 4.16: Regression Analysis for Hypothesis One
	Statistic
	Value

	R
	0.72

	R Square (R²)
	0.52

	F-Statistic
	24.56

	Significance (p)
	0.000

	Decision
	Reject H₀


Interpretation:
With p = 0.000, which is less than 0.05, the null hypothesis is rejected. This indicates that cash management has a significant and positive effect on return on assets (ROA) in Union Bank Nigeria PLC.
Hypothesis Two
H₀₂: Non-performing loans have no significant impact on the cash flow and performance of Union Bank Nigeria PLC.
H₁₂: Non-performing loans have a significant impact on the cash flow and performance of Union Bank Nigeria PLC.
Table 4.17: ANOVA Test for Hypothesis Two
	Statistic
	Value

	F-Statistic
	18.90

	Significance (p)
	0.002

	Decision
	Reject H₀


Interpretation:
Since p = 0.002 < 0.05, we reject the null hypothesis. Non-performing loans significantly impact the bank’s cash flow and reduce its overall financial performance.
Hypothesis Three
H₀₃: Cash investment strategies do not significantly affect the profitability of Union Bank Nigeria PLC.
H₁₃: Cash investment strategies significantly affect the profitability of Union Bank Nigeria PLC.
Table 4.18: Regression Analysis for Hypothesis Three
	Statistic
	Value

	R
	0.66

	R Square (R²)
	0.44

	F-Statistic
	21.77

	Significance (p)
	0.000

	Decision
	Reject H₀


Interpretation:
The regression analysis shows a significant positive effect of idle cash investment on profitability. With p = 0.000, the null hypothesis is rejected.
4.5 Discussion of Findings
The findings from the analysis provide strong evidence to support the significance of cash management on the performance of Union Bank Nigeria PLC.
The rejection of the first hypothesis (H₀₁) confirms a significant positive relationship between cash management and Return on Assets (ROA). This aligns with the empirical findings of Yakubu and Bello (2024), who concluded that efficient cash management systems directly enhance a bank's ability to generate income from its assets. It suggests that Union Bank's practices in forecasting, monitoring, and controlling cash flows contribute positively to its asset utilization efficiency.
The rejection of the second hypothesis (H₀₂) indicates that non-performing loans have a significant negative impact on cash flow and overall performance. This finding is consistent with the study by Okonkwo and Adeola (2023), which identified NPLs as a major drain on bank liquidity and profitability. It implies that high levels of bad loans tie up cash that could otherwise be used for productive lending or investment, thereby impairing the bank's financial health.
The rejection of the third hypothesis (H₀₃) reveals that strategic investment of idle cash significantly boosts profitability. This supports the work of Adetunji and Bello (2021), who emphasized that placing surplus funds in short-term, interest-yielding instruments is a crucial driver of a bank's bottom line. It demonstrates that Union Bank's treasury operations in investing excess liquidity are effective in contributing to its profitability metrics like ROE.
Overall, the study underscores that prudent cash management—encompassing effective control of cash flows, aggressive management of non-performing loans, and strategic investment of idle funds—is indispensable for enhancing the performance of deposit money banks in Nigeria.
CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary of Findings
This study focused on examining the impact of cash management on the performance of deposit money banks in Nigeria, using Union Bank Nigeria PLC as a case study. The study was motivated by the increasing importance of liquidity management, loan quality, investment efficiency, and regulatory compliance in achieving profitability and operational sustainability in the post-2020 financial environment.
The major findings of the study are as follows:
Cash management has a significant and positive effect on return on assets (ROA). Efficient handling of inflows and outflows enhances profitability.
Non-performing loans (NPLs) negatively affect liquidity and cash flow, thereby weakening overall performance.
Idle cash investment positively influences profitability, showing that banks can enhance earnings by strategically investing surplus cash.
Liquidity forecasting techniques improve cash management efficiency, supporting proactive planning and decision-making.
Regulatory policies, particularly the Cash Reserve Ratio (CRR), significantly influence cash utilization, limiting fund flexibility and investment opportunities.
These findings were confirmed through descriptive and inferential statistical analysis using data from 44 respondents at Union Bank Nigeria PLC, Ilorin branch.
5.2 Conclusion
Based on the findings, the study concludes that cash management plays a vital role in determining the performance and financial stability of Nigerian deposit money banks. Inadequate liquidity planning, inefficient use of idle funds, and rising levels of non-performing loans can lead to poor performance and reputational risk.
Union Bank Nigeria PLC and similar institutions must view cash management not just as a treasury function but as a strategic imperative. In today’s rapidly changing financial landscape shaped by economic shocks, regulatory pressures, and digital transformation banks must adopt modern cash management tools, align policies with performance objectives, and respond swiftly to liquidity challenges.
In sum, sound cash management is essential for maximizing profitability, ensuring compliance, reducing operational risks, and achieving long-term financial sustainability.
5.3 Recommendations
In light of the study’s findings, the following recommendations are proposed:
Enhance real-time liquidity monitoring systems: Union Bank should invest in technology that provides real-time visibility of cash positions across all branches and departments to facilitate proactive cash planning.
Strengthen NPL management: The bank should improve credit assessment procedures and intensify recovery strategies to minimize the impact of bad loans on liquidity.
Invest idle funds strategically: Management should adopt a tiered investment policy for idle cash to earn consistent returns without compromising short-term liquidity.
Adopt predictive cash flow models: Union Bank should utilize data analytics and AI tools for better forecasting and simulation of cash flow scenarios.
Engage regulatory bodies proactively: While complying with CBN policies, the bank should maintain ongoing dialogue with regulators and seek innovative ways to optimize available funds, especially in the face of high CRR mandates.
Train and develop treasury personnel: Continuous professional development should be offered to staff involved in finance and operations to equip them with the latest tools and knowledge in modern cash management.
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QUESTIONNAIRE
This questionnaire is designed to collect data for an academic study on the impact of cash management on the performance of deposit money banks in Nigeria, with Union Bank Nigeria PLC as a case study. Your responses will be treated with strict confidentiality and used solely for research purposes.
Section A: Demographic Information
Please tick (✓) the appropriate option.
1. Gender:
 Male		(	)
  Female	(	)
Age:
  20–30 years  (	)
  31–40 years	(	)
  41–50 years	(	)
  51 years and above ( 	)
Educational Qualification:
  OND/NCE	(	)
  HND/B.Sc	(	)
  M.Sc/MBA and above (	)
Department:
  Operations 	(	)
  Finance/Accounts (	)
  Administration (	)
  Marketing/Customer Service (	)
Years of Work Experience:
  1–5 years	(	)
  6–10 years (	)
  11 years and above (	)
SECTION B: RESEARCH STATEMENTS
Please indicate the degree to which you agree or disagree with the following statements by ticking (✓) the appropriate box:
Scale:
· SA – Strongly Agree
· A – Agree
· N – Neutral
· D – Disagree
· SD – Strongly Disagree
	S/N
	Statement
	SA
	A
	N
	D
	SD

	1
	Efficient cash management improves return on assets (ROA).
	 
	 
	 
	 
	 

	2
	Poor liquidity planning reduces profitability.
	 
	 
	 
	 
	 

	3
	Non-performing loans negatively affect liquidity.
	 
	 
	 
	 
	 

	4
	Cash tied in bad loans reduces operating performance.
	 
	 
	 
	 
	 

	5
	Investing idle cash improves profitability.
	 
	 
	 
	 
	 

	6
	Idle cash represents a missed opportunity for returns.
	 
	 
	 
	 
	 

	7
	Real-time cash forecasting helps avoid shortfalls.
	 
	 
	 
	 
	 

	8
	Liquidity forecasting improves fund allocation.
	 
	 
	 
	 
	 

	9
	CRR policy limits cash availability for investment.
	 
	 
	 
	 
	 

	10
	Regulatory requirements affect liquidity strategy and bank performance.
	 
	 
	 
	 
	 



Thank you for your participation!
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