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[bookmark: _GoBack]CHAPTER ONE
INTRODUCTION 
1.1	BACKGROUND TO THE STUDY
Risk management is a cornerstone of prudent banking practices. It is of no doubt that all the banks in today's volatile environment are facing a number of risks, such as credit risk, liquidity risk, exchange rate risk, market risk and interest rate risk, among others - risks which may threaten the survival and success of the bank. In other words, banks are a risk business. For this reason, effective risk management is necessary (Al-Tamimi & Al-Mazrooei, 2007). Risk management as commonly perceived does not mean minimizing risk; rather the goal of risk management is to optimize the risk-reward trade-off (Kanwar, 2012). The ultimate goal of bank management is to increase the institution's earnings and market value. This requires the bank to create a positive difference between the asset return rate and the cost of its obligations. If a negative spread continues, the institution will face bankruptcy. To avoid this disaster, financial managers should carefully evaluate and manage the default risk (Burton, Nesiba, & Brown, 2015). Generally, the financial system is adjudged the life wire of every economy. For this reason, the health of the financial system requires attention (Das & Ghosh, 2007) as its failure can disrupt economic development of the country. The banking system helps in providing financial services which includes issuing money in various forms, lending money, receiving deposits of money, processing transactions and the creating of credit (Campbell, 2007). All these activities of the banks have an intrinsic risk in themselves. This makes the banking sector a very risky industry. The risks in the banking sector cannot be eliminated or avoided (Soyemi, Ogunleye & Ashogbon, 2014).They can only be managed to control the degree and direction of their impact on bank performance. According to Njogo (2012) risk management is seen as the identification, assessment and prioritization of risks followed by coordinated and economical application of resources to minimize, monitor, and control the probability and/or impact of unfortunate events. A study by Agwu, Iyoha, Ikpefan & Okpara (2015) identified five kinds of risk challenges to the Nigerian banking system as credit, liquidity, operational, foreign exchange and interest rate risks. These risks can be grouped under systematic and unsystematic risks. The unsystematic risks are the credit, operational and liquidity risks, which result from internal operations and management decisions of the banks, whereas the systematic risks which are foreign exchange and interest rate risks are imposed on banks by external forces like the Central Bank of Nigeria, Policy and Foreign Exchange Market operations. All these risks affect bank performance in Nigeria. In Nigeria, a new face of banking risk management techniques emerged in early 1990’s. The new strategy posits that effective risk management starts with first identifying the different types of risk and defining them before attempts to manage them are made (Abiola, & Olausi, 2014). Despite the series of reforms that have been going on since 1999 to improve the capacity and health of Nigerian banks, the major test of risk management efforts of banks in Nigeria was the assessment of the risk asset quality of banks which led to the removal of eight chief executive officers and the injection of N600 billion into the banks (BGL 2010 Banking Report) in order to get the banks to lend again (Adeusi, Akeke, Adebisi & Oladunjoye, 2014). Even after this exercise, the Nigerian banking sector still wallows in risk problems with high rate of non-performing loans, low liquidity rate and prevalent operational risks in form of forgeries and fraudulent acts (Abdullahi, 2013). Risk is inherent in every business organisation or activity. The risk in the banking sector is more threatening and as such risk management is of grave importance to the sector. In Nigeria like some developing economies where consumer confidence index is low, banking business is riskier than normal (Alajekwu, Okoro, Obialor & Ibenta). Banks have to battle with credit defaults, liquidity problems, balancing bank policy guidelines, regulatory issues and bank operations, as well as keeping pace with capital adequacy. Extant empirical studies have largely posited that risks have effects on bank performance but grossly disagreed on the direction of such effects. Meaningful policies as well as managerial decisions may suitably emerge from these divergent findings. Akindele, 2012 and Ofosu-Hene & Amoh, 2016 who adopted all the risks in one study found a positive relationship between risk management and bank performance while the study by Oluasnmi, Uwuigbe & Uwuigbe, 2015 found a negative significant effect. Other studies that concentrated on only credit risk such as Kayode, Obamuyi & Owoputi, 2015, Ogbulu & Eze, 2016, found that credit risk impacts on performance but did not indicate the direction, while Almekhalfi , Kargbo & Hu, 2016 noted that credit risk has an adverse effect on bank performance. The present study seeks to examine the effect of risk management on bank performance in Nigeria as well as ascertain the direction of the impact.
1.2	STATEMENT OF PROBLEM
Risk management is typically recognized as a technical discipline as stated in the last couple of decades. They also stated strong risk management practices in the banking industry are paramount important for both economic sustainability and financial stability as well. Furthermore, in the world of finance, risk is a major component attracted lot attention from researcher. Furthermore, According to Shafiq and Nasr (2010) Nigerian banking industry has confronted multiple risks including market risk, credit risk, foreign risk, operational risk, interest rate risk , capital adequacy risks and many more because of political instability, volatile economic environment of county as well. To that respect, Bagh, et al. (2017) stated that severe economic meltdown on both home and International forums is another shock because of unskilled public sector, prices hiking, governance crux, natural upheaval, pathetic associations, corrupt managerial practices and policies, low per capita income, tremendous increase in population growth rate, power distance, un- equal distribution of wealth, poor management, lack of funds, lack of quality of education, poor law and order state of affairs and Dearth of merit accordingly these all factors are accountable for wretched state of affairs. Therefore, the problem statement to be addressed is “The Underlying effect of Risk Management on the Performance of Banks in Nigeria: A case of UBA Bank Plc” Abuja.
1.3	AIMS OF THE STUDY
The major purpose of this study is to examine the effect of risk management on the system of banks in Nigeria. Other general objectives of the study are:
1. To examine the major types of risks faced by united bank of African Plc 
2. To examine the risk management practices in united bank of African Plc
3. To examine the effect of risk management on bank system in Nigeria.
4. To examine the steps used by banks to identify, assess and mitigate risk.
5. To examine the relationship between risk management and system of Nigerian banks.
6. To recommend the risk management tools that can help improve bank’s system.
1.4 RESEARCH QUESTIONS
1. What are the major types of risks faced by United Bank of African Plc?
2. What are the risk management practices in United Bank of African Plc?
3. What is the effect of risk management on bank system in Nigeria?
4. What are the steps used by banks to identify, assess and mitigate risk?
5. What is the relationship between risk management and system of Nigerian banks?
6. What are the recommended risk management tools that can help improve bank’s system?
1.5 RESEARCH HYPOTHESES
Hypothesis 1
1. There is no effect of risk management on bank system in Nigeria.
2. There is a significant effect of risk management on bank system in Nigeria.
Hypothesis 2
1. There is no significant relationship between risk management and system of Nigerian banks.
2. There is a significant relationship between risk management and system of Nigerian banks.
1.6. SIGNIFICANCE OF THE STUDY
This study has a number of significant dimensions. The result of this study should provide information to the Nigerian banks risk management department on the progress so far made in identifying and evaluating risks as to enhance growth and profitability of the financial institutions. The result of this study should also reveal how much such progress has impacted on the growth and performance of the entire banks in Nigeria. Essentially, this work is a step in a right direction to assist and enlighten the general public on what risk management in Nigerian banks is all about and hence guide them in their immediate decision of handling risks. Furthermore, there is need to provide a reference document for further researchers and evaluation of risk management conducted by other Nigerians/other Nations. This research work will go a long way to increase the availability of literature in the field of risk management in the banks and other related business associates that involve risk in the day-to-day running of the businesses. Finally, the study is of immense benefit to policy makers, investors, financial manager’s lecturers and the general public.
1.7    SCOPE OF THE STUDY 
The study is based on the effect of risk management system on Nigeria Bank Industry, case study of United Bank of African.
1.8 LIMITATION OF STUDY
Financial constraint- Insufficient fund tends to impede the efficiency of the researcher in sourcing for the relevant materials, literature or information and in the process of data collection (internet, questionnaire and interview).
Time constraint- The researcher will simultaneously engage in this study with other academic work. This consequently will cut down on the time devoted for the research work.
1.8 DEFINITION OF KEY TERMS
Risk: Risk of an asset is the potential change of future returns due to its assets (Weston & et al, 2008). Investors always face the risk that their rates of return asset June be lower than value of expected. So the "risk" is likely to be different the real rate of return with investor's desired rate. The risk of a financial asset is a function of one or more factors that cause changes securities prices in market.
Management: - This is defined as the process of directing, co-ordination and influencing the operations of an organization so as to obtain desired result and enhance a total performance.
Banks- These are financial institutions, which accept deposit and other loans to the customers.
Credit: - A transaction between two parties in which one (creditor or lender) supplier money, goods, securities in returns for a promised future, payment by the other of debtor borrower. To sell or lend in the basis of future payment.
Money: - This can be defined as anything which passes freely from hand to hand and is generally acceptable in settlement of debt.
Hedging: According to (Ebhalaghe, 2010) defined hedging as a system employed to smoothen out unpredictable fluctuations in financial variables so as to aid planning and avoid embarrassment induced by cash shortfalls.




















CHAPTER TWO
LITERATURE VIEW 
2.1	INTRODUCTION 
Risk management introduces the idea that the likelihood of an event happening can be reduced, or its consequences minimized. Effective risk management seeks to maximize the benefits of a risk (usually a reduction in time or cost) while minimizing the risk itself. Owojori et al., 2011). Risk management is the process of identifying risks, assessing their implications, deciding on a course of action, and evaluating the results. 
2.2	CONCEPTUAL FRAMEWORK 
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Jaiye (2009) mention in his paper that the business of Banking is to manage risks associated with accepting deposits, granting loans and trading portfolios. The changing economic environment has a significant impact on banks and thrifts as they struggle to effectively manage their interest rate spread in the face of low rates on loans, competition for deposits and the general market changes, industry trends and economic fluctuations. Andrea (2010) in his study mentioned that Management failure can be easily recognized in losses resulting from over-aggressive lending practices and risk tolerances that were too high. However, as one digs deeper, more subtle failures can be recognized in operational inefficiencies, weak internal control environments, and lack of management attention to detail, it has been a challenge for the Nigerian Banks to effectively set their growth strategies with the recent economic market. 
A rising interest rate environment may seem to help financial institutions, but the effect of the changes on consumers and businesses is not predictable and the challenge remains for banks to grow and effectively manage the spread to generate a return to their shareholders. Also the management of the Nigerian banks’ asset portfolios also remains a challenge in today’s economic environment. Loans are a bank’s primary asset category and when loan quality becomes suspect, the foundation of a bank is shaken to the core.
2.2.1	RISK FACTORS IN THE BANKING INDUSTRY
The following are the risk factors in the Banking industry: 
CREDIT Risk Joel (2009) in his book, defined “Credit Risk” as the risk of losses in on – and off – balance sheet positions arising from movements in market prices. The risks subject to this requirement are: 
1. The risks pertaining to interest rate – related instruments and equities in the trading book. 
2. Foreign exchange risk and commodities risk throughout the bank. Credit risk is also the risk of loss due to a debtor’s non-payment of a loan or other of credit (either the principal or interest (coupon) or both This definition is expanded to include the risk of loss in portfolio value as result of migration from a higher grade to a lower one. The risk arising from the type and nature of credit activities undertaken by the bank include the following: 
- Appetite of the bank,
- The nature of counter party exposures involve in the bank’s products and services,
- Portfolio characteristics and the nature and extent of credit risk mitigation. For most banks, loans are the largest and most obvious source of credit risk, losses in bank portfolio stem from outright default due to inability or unwillingness of a customer or counter party to meet commitment in relation to lending, trading, settlement and other financial transactions.
LIQUIDITY RISK 
Liquidity Risk is the ability of a bank to fund increases in assets and meet obligation as they come due, without incurring unacceptable losses. The fundamental role of banks in the maturity transformation of short-term deposit into long-term loans makes banks inherently vulnerable to liquidity risk. Effective liquidity risk management helps ensure cash flow obligations, which are uncertain as they affected by external events and other agents behavior.
2.2.2 CONCEPT OF RISK MANAGEMENT 
Risk is defined as something happening that may have an impact on the achievement of objectives, and it includes risk as an opportunity as well as a threat (Audit Office, 2000). The nature of banking business contains an environment of high risk. So risky in the sense that it is the only business in where proportion of borrowed funds is far higher than the owners’ equity (Owojori et al., 2011). The banking business in comparison to other types of human endeavour is entirely exposed to risks. Banks no longer simply receive deposits and make loans, they also operate in a rapidly innovative sector with a lot of pressure mount for profit which urges them for continuous product or service development to cross-sell and up sell to satisfy customers. Risks are much more complex and now since one single activity can involve several risks. Risks contain risks (Luy, 2010). Banking risks are classified into credit risk, market risk, and operational risk (Basel Committee on Bank supervision). However, Santomero, (1997) identify six types of risks - systematic or market risk, operational risk, and legal risk. Crouhy, Galai and Mark (2006) also made another classifications of bank risk to include market risk, credit risk, liquidity risk, operational risk, legal risk, business risk, strategic risk, and reputation risk. Thus, the researcher’s main focus is the effect of risk management practices of Nigeria banks typified by liquidity, credit and capital risks on their financial performance. 
This is in line with Santomero, (1997) who maintains that the banking industry has long viewed the problem of risk management as the need to control four of the above risks which make up most, if not all, of their risk exposure viz credit, interest rate, foreign exchange and liquidity risk. While the banks recognize counterparty and legal risks, they view them as less central to their customers, and where counterparty risk is significant, it is evaluated using standard credit risk procedures.
2.2.3	Risk Management (Bad Risk)
What is bad is risk that is mismanaged, misunderstood, mispriced or unintended”. He therefore described risk management as a discipline at the core of every financial institution and encompasses all the activities that affect its risk profile. It involves identification, measurement, monitoring and controlling risks to ensure that: 
(i) The individuals who take or manage risks clearly understand it.
(ii) The organization’s risk exposure is within the limits established by Board of Directors. 
(iii) Risk taking decisions are in line with the business strategy and objectives, set by Board of Directors.
(iv) The expected pay offs compensate for the risks taken.
(v) Risk taking decisions are explicit and clear. 
(vi) Sufficient capital as a buffer is available to take risk.
2.2.4	Banking Risk Characteristics Theories 
Nwankwo (1991), explained that bank management is conterminous with risk management. That is to say that bank management is nothing other than managing risks. Bank management is always trying to reduce the level of risks associated with: 
(i) Credit (default), (ii) Interest rate and foreign exchange, (iii) Liquidity and (iv) These four specific kinds of risk form the core risks associated with banking. There are however, other types of risk such as capital risk, concentration risk, ownership risk, fraud risk, actual risk, off balance sheet risk, reputation risk, environmental risk etc. The major four types are described below:

(i) Credit risk. 
This is also known as default risk. It is associated with the repayment of a credit advances made by a bank. Credit risk is the potential that a bank borrower fails to meet the obligations on agreed terms. Credit risk is inherent to the business of lending funds and to the operations linked closely to market risk variables. The objectives of credit risk management is to minimize the risk and maximize bank’s risk adjusted rates of return by assuming and maintaining credit exposure within the acceptable parameters.
2.2.5	STEPS BANKS SHOULD TAKE TO MANAGE CREDIT RISK INCLUDE: 
1. Establishing an appropriate credit risk environment
2. Operating under a sound credit – granting process 
3. Maintain an appropriate credit administration, measurement and monitoring process 4. Ensuring adequate controls over risk. Although specific credit management practices may differ among banks depending upon the nature and complexity of their activities, a comprehensive credit risk management programme will address these four areas. These practices should be applied in conjunction with sound practices related to the assessment of asset quality, the adequacy of provisions and reserves, and disclosures of credit risk.
2.3	THEORETICAL FRAMEWORK
2.3.1	RISK MANAGEMENT THEORIES 
According (Nzotta, 2002; Owualla, 2000). Risk management is very significant to the operations of any business entity due to serious consequences that the occurrence of risk portends. It implies that for a business organization to be rest assured of the achievement of its objectives besides survival and growth, risk management becomes imperative (Nwankwo 1991). Risk management as commonly perceived does not mean minimizing risk totally; rather the goal of risk management is to optimize risk- reward trade off.
	The word risk, which is the center point and target of risk management is defined as a chance of loss, chance of mishap, an unwanted and uncertain event, uncertainty of financial loss, objective doubt, concerning the outcome in a given situation or a combination of hazards. Risk is the exposure to loss arising from the variation between the expected and actual outcomes of investment activities
Therefore, in a broad term, risk management can be related to a mechanism which embraces planning, organizing and controlling resources and operational activities of business for effective reduction or elimination of risk or the adverse effects of risks. Risk management is also viewed as a multi-disciplinary function. Hence, it is all embracing in the implicit actions taken by housewives, farmers, and artisans to the corporate managers. Such actions involve, consciously putting a risk management process in place to mitigate disasters such as injuries, incapacitation, and even death. It involves a management process aimed at “the effective reduction of the adverse effects of risks”.
According to Soludo (2022), approaches to risk have apparently changed across organizations and the whole globe in recent times. This involves the recognition by many business leaders that risks are no longer mere hazards to be avoided but they also in many cases, constitute opportunities to be embraced. Soludo (2022) further cited the chief risk officer of Royal Bank Canada who observed that “risk itself is not bad, 
2.3.2	Risk Management Procedures
The management of the banking firm relies on a sequence of steps to implement a risk management system. Santomero (1997) identify four sequential steps to implement a risk management system. These can be seen as containing the following four parts: 
(i) Standards and reports, 
(ii) Position limits or rules, 
(iii) Investment guidelines or strategies
(iv) Incentive contracts and compensation. In general, these tools are established to measure exposure, define procedures to manage these exposures, limit individual positions to acceptable levels, and encourage decision makers to manage risk in a manner that is consistent with the firm's goals and objectives. To see how each of these four parts of basic risk management techniques achieves these ends, we elaborate on each part of the process below. In Section IV we illustrate how these techniques are applied to manage each of the specific risks facing the banking community.
i) Standards and Reports 
The first of these risk management techniques involves two different conceptual activities, i.e., standard setting and financial reporting. They are listed together because they are the sine qua non of any risk system. Underwriting standards, risk categorizations, and standards of review are all traditional tools of risk management and control. Consistent evaluation and rating of exposures of various types are essential to understand the risks in the portfolio, and the extent to which these risks must be mitigated or absorbed. The standardization of financial reporting is the next ingredient. Obviously outside audits, regulatory reports, and rating agency evaluations are essential for investors to gauge asset quality and firm level risk.
These reports have long been standardized, for better or worse. However, the need here goes beyond public reports and audited statements to the need for management information on asset quality
ii) Position Limits and Rules
A second technique for internal control of active management is the use of position limits, and/or minimum standards for participation. In terms of the latter, the domain of risk taking is restricted to only those assets or counterparties that pass some prespecified quality standard. Then, even for those investments that are eligible, limits are imposed to cover exposures to counterparties, credits, and overall. The recent fiasco at Barings is an illustration of this point.
Position concentrations relative to various types of risks. While such limits are costly to establish and administer, their imposition restricts the risk that can be assumed by any one individual, and therefore by the organization as a whole. In general, each person who can commit capital will have a well-defined limit. This applies to traders, lenders, and portfolio managers. Summary reports show limits as well as current exposure by business unit on a periodic basis. In large organizations with thousands of positions maintained, accurate and timely reporting is difficult, but even more essential.
iii) Investment Guidelines and Strategies
Investment guidelines and recommended positions for the immediate future are the third technique commonly in use. Here, strategies are outlined in terms of concentrations and commitments to particular areas of the market, the extent of desired asset-liability mismatching or exposure, and the need to hedge against systematic risk of a particular type. The limits described above lead to passive risk avoidance and/or diversification, because managers generally operate within position limits and prescribed rules. Beyond this, guidelines offer firm level advice as to the appropriate level of active management, given the state of the market and the willingness of senior management to absorb the risks implied by the aggregate portfolio. Such guidelines lead to firm level hedging and asset-liability matching. In addition, securitization and even derivative activity are rapidly growing techniques of position management open to participants looking to reduce their exposure to be in line with management's guidelines.
iv) Incentive Schemes
To the extent that management can enter incentive compatible contracts with line managers and make compensation related to the risks borne by these individuals, then the need for elaborate and costly controls is lessened. However, such incentive contracts require accurate position valuation and proper internal control systems. Such tools which include position posting, risk analysis, the allocation of costs, and setting (Jensen and Meckling (1976), and Santomero, (1984).
2.3.3 Management of Inherit Risk In Banking Operations
i) Liquidity Risk Management
Banks should recognize the management of liquidity risk as a vital aspect of its operations and should develop effective systems to ensure sufficient liquidity to meet its needs. To manage liquidity risk, the banks must periodically examine the structure of fund sources and uses, implement measures needed to improve this structure. 
ii) Operations Risk Management
Operations risk inherent in the handling of customer transactions and errors, unethical conduct and certain other circumstances may lead to losses. Typical examples are disparities between actual cash and cash balances and customer complaints covering transactions. Accurate and rapid fulfillment of transactions requested by customers is the foundation of trust in the services of banks, and as banking activities become more diverse, proper management of these activities is essential to lessen and minimize operations risk. 
iii) Systems Risk Management
System risk is inherent in computer systems, and losses as well as damages may be incurred owing to malfunctions and unethical conduct. For financial institutions, which are highly dependent on these systems, there is a possibility that systems risk may have impact on management. The management of systems risk should not be regarded as simply a systematic or technological issue, but as one form of management risks which should be well supervised and controlled.
2.4	EMPIRICAL REVIEW 
Okere, Isiaka and Ogunlowore (2018) investigated “Risk management and financial performance of deposit money banks in Nigeria” to ascertain the impact of credit and liquidity risk management on the financial performance of deposit money banks (DMBs) in Nigeria. They employed longitudinal survey, using panel data, and analyzed the data with Hausman test and other econometric techniques. Risk management was found to be positively related to the financial performance of DMBs. Olusanmi, Uwuigbe and Uwuigbe (2015) investigated “the effect of risk management (RM) on bank’s system performance (FP) in Nigeria.” The study employed longitudinal research design and secondary data which were sourced from the sampled banks’ financial statements. Ordinary least squares technique was employed in analyzing the data. RM was found not to be significantly related to bank system.
Olaleye and Wan (2016) reviewed literature on RM and the FP of commercial banks in Nigeria to ascertain the relationship between RM practices and bank FP in Nigerian banking industry. Specifically, the authors sought to study the influence of risk management on the financial performance of banks. Their review indicates that poor risk management stunts profitability and by implication, hinders organizational growth. Chukwunulu, Ezeabasili and Igbodika (2019) studied the effect of RM on bank FP in Nigeria. They employed longitudinal design and analyzed the research data using least squares method. Credit risk was found to significantly (negatively) influence return on equity but the negative relationship with return on assets was insignificant. Furthermore, liquidity management and operational risk had no significant effect on bank performance but capital adequacy is significantly positively related to ROE and insignificantly related to return on assets. 
Etale and Ujuju (2018) investigated “risk management, risk concentration, and the performance of deposit money banks (DMBs) in Nigeria”. Credit, liquidity and capital adequacy risks were used to measure RM/concentration while ROA was used to measure performance. Longitudinal research design was employed and data were collected from the financial statements of listed banks. Least squares technique was used to analyze data. Credit and liquidity risks were found to have significant effect on banks’ performance in Nigeria.















CHAPTER THREE
3.0 	RESEARCH METHODOLOGY 
	Research methodology according to Dr. Orjih John (2006) is a systematic process of collecting presenting analyzing and interpreting data for purpose of arriving dependable solutions to human problems. 
	Methodology is therefore concerned with the study of the research methods especially in a research of this nature, it is necessary to define the research design, area of the study population of the study, instrument for data collection and reliability of research instrument.
3.1	SOURCES OF DATA
(A) Primary sources: There are raw data mainly collected through direct observation of actual event, manipulation of various variables, performance of possible experiment of some critical issues that relate to the research problem and responses to questionnaire. The questionnaires were distributed and collected to avoid loss in transit and close ended questions were asked for simple and direct responses with respondents could not easily avoid.
(B) Secondary sources: The secondary sources of information used were in the area of literature review, articles from various newspapers written by financial experts, magazines, textbooks and internet.
3.2	POPULATION OF THE STUDY 
	Population is defined as an element or subjects considered for this research investigation. Hence, the population under consideration for this research covers all levels of management staff involved in the credit department of United Bank For Africa Plc, Ilorin.
3.3	SAMPLE SIZE AND SAMPLING TECHNIQUES 
	The major instrument employed in collecting data for studies were interviewing and questionnaire. The interview is conducted in order to collect information on the population of United Bank for Africa. One hundred (100) questionnaires were returned, while the remaining Twenty (20) questionnaires were not returned. Therefore, administration will only be based on Eighty (80) questionnaire were presented in tables and further analyzed with the aid of percentage (%) apportionment. After the analysis, the one hypothesis chosen was tested for validity or rejection using the chi-square (x2) method.
3.4	METHODS OF DATA COLLECTION 
	There are many sources or instrument of data but in my study which is purely analytical two instruments for data collection which is primary and secondary data or sources were used.
(a)	 Primary Sources: These are raw data mainly collected through direct observation of actual event, manipulation of various variables, performance of possible experiment of some critical issues that relate to the research problem and responses to questionnaires. The questionnaires were distributed and collected to avoid loss in transit and close-ended questions were asked for simple and direct responses which the respondents could not easily avoid. 
(b)	Secondary Sources: The secondary sources of information used were in the area of literature review articles from various newspapers written by financial experts, magazines, textbooks and internet.
3.5	METHOD OF DATA ANALYSIS 
	The researcher used simple percentages to analyze the data collected.  The results of the questionnaires were analyzed by the use of tables. The simple percentages used were computed and findings were presented, discussed and interpreted. The chi-square (x) is used in texting the hypothesis. 
The chi-square (x) 
	The chi-square (x) is one of the standardized statistical distributions used in hypothesis testing. It was developed in 20 by karri person. It enables one to know whether the discrepancy between the actual outcomes and the expected out-comes could be observed outcome can be attributed to chance. The formula for chi-square is represented as:- X2= -┬m (O-E/E)
Where x2 = chi-square
E= Expected value. 
O=Observed value
	The degree of freedom is gotten from the rows and columns of a contingency table. It is given by the number of rows minus one, multiplied by the number of columns minus one. 
DF=(R-1) (C-1) or n≠1 as the case maybe. The hypothesis will be at the 95% level of confidence that is 5% error limit which is 0.05.

DECISION RULE 
	If the calculated chi-square value (x) is greater than the value gotten from the chi-square distribution table (x-e), then reject H0 which is the null hypothesis and accept Hi which is the alternative hypothesis. But if the chi-square distribution table value is greater than the calculated value, then reject Hi which is the alternative hypothesis and accept Ho which is the null hypothesis.
















CHAPTER FOUR 
4.1	DATA PRESENTATION, ANALYSIS AND INTERPRETATION 
	Adaeze, (2004) explained that before data can be used for any analysis it must be extracted and organized in a well presentable and readily comprehensive form.
	In this chapter, the data has been gathered and collected on bad debt management in banking industry with the sampling size of the study population of United Bank for Africa. One hundred (100) questionnaires were returned, while the remaining twenty (20) questionnaires were not returned. Therefore, administration will only be based on Eighty (80) questionnaire received.
	The data for the questionnaire were presented in tables and further analyzed with the aid of percentage (%) apportionment. After the analysis the one hypothesis chosen was tested for validity or rejection using the chisquare (X2) method.
4.2	DEMOGRAPHIC CHARACTERISTICS OF RESPONDENTS  
SECTION A
Table 4.1: Respondent by sex
	Sex
	No of Respondent
	Percentages (%)

	Male 
	36
	45%

	Female 
	44
	55%

	Total
	80
	100%


Source: Field Survey    , 2025.
	Table 4.0 shows that 36 (45%) of the respondents are males while 44 (55%) of the respondents are female, hence, the study population involved more female than male.
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Table 4.2 Respondent by Age. 	
	Age
	No. of Respondents
	Percentages (%)

	21-30
	24
	30%

	31-40
	29
	36.26%

	41 and above
	27
	33.75%

	Total
	80
	100


Sources: Field Survey, 2025 
	Table 4.1 shows that the age between 21-30 has 24 (30%) of the respondents while the age between 31-40 also have 29 (36.25%) and the age between 41 and above have 27 (33.75%) of the respondent. 
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Table 4.3 Respondent by Marital Status 
	Status
	No. of Respondents
	Percentages (%)

	Married
	45
	56.2%

	Single
	35
	43.8%

	Total
	80
	100


Source: field Survey, 2025
Table 4.0 shows that 45 (56.2%) of the respondents are married while 35 (43.8%) of the respondents are single. Hence, the study population involved more married than single. 
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Table 4.4 Respondent by Educational qualification 
	Age
	No. of Respondents
	Percentages (%)

	School Certificate 
	18
	22.5%

	OND
	26
	32.5%

	HND
	24
	30%

	B.Sc
	12
	15%

	Total
	80
	100%


Source: Field Survey, 2025 
	From table 4.3, it is clear that 18 (22.5%) of the respondents were school certificate holder, 26 (32.5%) were ordinary National Diploma (OND), 24 (30%) were also Higher National Diploma (HND), while 12 (15%) were B. Sc Holder. 
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SECTION B 
Table 4.5 Does your bank provide financial assistance to both the public and the private management systems? 
	Responses
	No. of Respondents
	Percentages (%)

	Short Term
	32
	40%

	Medium Term
	48
	60%

	Long Term 
	-
	-

	Total
	80
	100


Source: Field Survey, 2025
Table 4.6 shows that 32 or 40% of the responses received believed that United Bank for Africa plc provides short term financial assistance to both public and private sectors while 48 or 60% of the responses accepted that your banks provide 3 medium term financial assistance to customers. 

Table 4.5 Does your bank encounter cases of bad debts? 
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	80
	100%

	No
	-
	-

	Total
	80
	100


 Source: Field Survey, 2025
Table 4.7 shows that 80 or 100% of the responses received believed that banks encounter cases of bad debt from 2006-2011. 
Table 4.6: If yes, was the amount involved in such case starting? 
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	72
	90%

	No
	8
	10%

	Total
	80
	100


Source: Field Survey, 2025
Table 4.6 above shows that 72 or 90% of the responses received that the amount involved in cases of bad debt were staggering/starting while 8 or 10% of the responses opined that the amounts were not starting.
Table 4.8: to what extent has inadequate collateral security provision affected the incidences of management system?
	Response
	No. of Respondents
	Percentages (%)

	Great Extent
	64
	80%

	An Extent 
	16
	20%

	No Extent
	-
	-

	Total
	80
	100


 Source: Field Survey, 2025 
Table 4. Shows that 64 or 80% of the response received were of the opinion that inadequate collateral security provisions by customers affects the incidence of bad debts in banking industries to a great extent for the stated period. Whereas 16 or 20% of the responses accepted that it affects the incidence of bad debt in UBA to an extent for the stated period.



Table 4.9 Does diversion have any effect on risk management system in Nigeria Banking Industry? 
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	76
	95%

	No
	4
	5%

	Total
	80
	100


Source: Field Survey, 2025
	Table 4.8 above shows that 76 or 95% of the response received accepted that fund diversion has some effects on bad debt in UBA Plc while 4 OR 5% of the responses believed that it has no effect on bad debt in UBA Plc.
Table 4.10: Does your bank encounter any problem in the management system?
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	80
	100

	No 
	-
	-

	Total
	80
	100


Source: Field Survey, 2025
	Table 4.9 above shows that 80 or 100% of responses received opined that UBA plc encounters problems in recovery of the loan given to customers during the stated period.
Table 4.11: Does the central Bank interest rate ceiling pose a problem to your bank in operating management system?
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	76
	95%

	No
	4
	5%

	Total
	80
	100


  Source: Field Survey, 2025
	The above table shows that 76 or 95% of the response received believe that central bank interest rate ceiling poses a problem to the bank in granting loan to borrowers. 
Table 4.12: Does effect project evaluation have any significant relationship with management system in UBA Plc from the period.
	Response
	No. of Respondents
	Percentages (%)

	Yes 
	80
	100%

	No
	-
	-

	Total
	80
	100


Source: Field Survey, 2025
Table 4.13 shows that 80 or 100% of the responses received were of the opinion that improper project evaluation has a significant relationship with bad debt in UBA from the period.
4.3	TEST OF HYPOTHESIS
	The table below shows the responses on four questions on bad debt management in banking industry. 
Table 4.14
	Yes
	No
	Total

	72a
	8b
	80

	64c
	16d
	80

	76e
	4f
	80

	32g
	48h
	80

	244
	76
	320


Source: Field Survey, 2025
STATEMENT OF HYPOTHESIS 
Ho: Bad debt management has no impact in the banking industry. 
Hi: Bad debt management has impact in the banking industry.
FORMULA FOR TEST TECHNIQUE
X2=(0i-ci)2/ei
Where;
X2 = chi-square 
Oi= Observed frequency 
ei=Expected frequency 
Completion of the value of Expected Frequency 

a= 244(80)	=	61
	320	

b=	(76)(80)	=	19	
	   320

c=	(244)(80)	=	61
	    320	

d=	(76)(80)	=	19	
	   320

e=	(244)(80)	=	61
	   320

f=	(76)(80)	=	19
	   320

g=	(244)(80)	=	61
	   320

h=	(76)(80)	=	19
	   320 

Computation of X2
	Cell
	Oi
	Ei
	Oi-ei
	(Oi-ei)2
	(Oi-ei)2/ei

	a
	72
	61
	11
	121
	1.9

	b
	8
	19
	-11
	121
	6.3

	c
	64
	61
	3
	9
	0.1

	d
	16
	19
	-3
	9
	0.4

	e
	76
	61
	15
	225
	3.6

	f
	4
	19
	-15
	225
	11.8

	g
	32
	61
	-29
	841
	13.7

	h
	48
	19
	29
	841
	44.2

	
	X2=82.0


Therefore, it is clearly calculated that X2cal is equal to 82.0

DECISION RULE 
	Rules stated that reject Ho (Null hypothesis) if X2cal>X2tab otherwise accept Hi (Alternative Hypothesis).
Degree of Freedom (df) 
	Using 5% level of significant (oc), which is equivalent to 95%. Therefore, X2tab=X2(r-i)(c-1) 0c
Where; 
r= Number of row 
c= Number of column 
CONCLUSION 
	Since the calculated value (X2cal=82.0) is greater than the tabulated (X2tab=7.815). Then we reject Ho (null hypothesis) and accept Hi (alternative hypothesis) finally, the result of the hypothesis shows that bad debt management has impact in banking industries in Nigeria 
Y-axis
X2 tab = 7.815
X-axis
X2 cal = 82.0




 





























CHAPTER FIVE
5.0	SUMMARY, CONCLUSION AND RECOMMENDATIONS 
	In the course of the topic, Bad debt Management in Banking Industry, (A case study of United Bank for Africa Plc) the researcher had the following findings.
5.1	SUMMARY OF FINDING 
i.	It was observed that inadequate, collateral security provisions by borrowers increases the incidence of bad debts in the banking industry. 
ii.	It was also discovered that fund dispersions really affects bad debts in banking industry.  
iii.	Findings show that improper project evaluation has significant influence on the bad debt of the banking industry. 
iv.	It was finally discovered that improper or stable government intervention has direct influences on bad debt of the banking industry. 
5.2	CONCLUSION 
	To manage  loan and credit effectively, effects have to be made to obey and respect the cannons of good lending and ensure adequate control and supervision on the facility extended within the framework of government regulation and guidelines- sound lending requires a clear, well-articulated and easily accessible policy document which spells out the philosophy of lending this will ensure that loan losses are kept at a minimum via a programmed which permits constant supervision on the projects being financed, easy identification of delinquent loans and instituting effective corrective measures.
	It is instructive to note that no one can have complete control of his environment of which banking is dominated by external factors such as economic and political situations and unpredictable behaviour of human beings.
	All these factors are subject to change and therefore increase the risk of bank lending, loses are normal in the business of lending money but they must not be disproportionately high lending. Officers are therefore expected to continuously evaluate their loan portfolios and make adequate provisions for losses. The issue of bad debts cannot be ruled out in banking business but the incidence can be minimized with prudent lending philosophy and proper grasp of economic and political environment factors.
5.3	RECOMMENDATIONS 
	Based on the finding by the course of this research study, the researcher therefore made the following recommendations: 
i.	Banks should ensure that loans given out to customers either individuals or corporations are backed by adequate collateral security.
ii.	There should be close and proper monitoring should continue for the entire life of the loan 
iii.	Government should as much as possible reduce the incidence of conflicting policy pronouncements which have adverse effect on business projection. 
iv.	Again, much as interest earnings constitute a great proportion of the gross earning of banks the bank should be caution in increasing the rates charged on a loan. 
v.	Bankers should also lay relatively more emphasis on the integrity of the borrower, the ability of the project to pay itself and previous experience with the customers.
vi.	Advances department should be staffed with qualified and resourceful offices that are capable of making seasonal decision based on the credit analysis. 
vii.	These staff should also benefit from regular training and re-training programmed in lending appraisals.
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