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CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
The banking sector plays a critical role in the economic development of a nation, particularly in an emerging economy like Nigeria. Banks are central to the financial system, serving as intermediaries that mobilize savings, facilitate payments, extend credit, and support investments. They are essential in stimulating economic growth by ensuring liquidity in the market and promoting financial inclusion. In a developing economy, the ability of banks to remain financially sound and efficient is crucial not only for their stability but also for the broader economy. In this regard, it is imperative to evaluate the financial health and operational effectiveness of banking institutions to understand their impact on the economy (Akintoye & Olaleye, 2023). As such, financial statement analysis serves as an essential tool in evaluating banks' performance, allowing stakeholders to monitor the financial conditions and make informed decisions.
Financial statements are formal records of the financial activities and performance of an organization. They provide a snapshot of a bank’s financial health and are made up of several documents, including the balance sheet, income statement, and cash flow statement. Financial statement analysis refers to the process of examining these documents to assess various aspects of a bank’s performance, such as profitability, liquidity, efficiency, and solvency. For banks, financial statements can reveal critical information regarding their ability to meet financial obligations, generate profits, and mitigate financial risks. Key financial ratios derived from these statements—such as Return on Assets (ROA), Return on Equity (ROE), Net Interest Margin (NIM), and Capital Adequacy Ratio (CAR)—are crucial indicators of a bank's operational performance. These ratios help assess how effectively the bank is utilizing its resources, managing risks, and achieving its financial objectives (Olabode & Emefiele, 2022).
The role of financial statement analysis becomes particularly significant in the banking sector, where the complexity of operations and the regulatory environment require a deeper understanding of the financial performance of institutions. As financial services become increasingly sophisticated and competition within the banking sector intensifies, financial performance measurement tools such as financial ratios and trend analysis become essential for evaluating the long-term viability of banks. By analyzing these financial documents, investors, regulators, management, and creditors can make informed decisions regarding the bank’s performance, growth potential, and risk factors. This makes financial statement analysis not only a tool for internal management but also an essential mechanism for external stakeholders to assess the financial soundness of banks (Olumide & Idowu, 2021).
First Bank PLC, which has a long and illustrious history, is an ideal case study for examining financial performance in the Nigerian banking sector. Established in 1894, First Bank PLC is one of the oldest and largest financial institutions in Nigeria, with a vast network of branches and operations across the country. Over the decades, the bank has navigated various challenges, including regulatory changes, market fluctuations, and technological advancements. Despite facing challenges such as financial crises and increased competition, First Bank PLC remains one of the most influential players in Nigeria’s financial landscape. However, as with other financial institutions, it is necessary to conduct ongoing assessments of the bank’s financial health to ensure that it remains competitive and resilient in a rapidly changing market environment (Nwachukwu, 2023).
This study focuses on the financial performance of First Bank PLC by analyzing its financial statements. Through this analysis, the research will examine how well the bank is managing its resources and how it compares to other banks in the industry. Key aspects of performance such as profitability, liquidity, capital adequacy, and efficiency will be assessed through financial ratios. These ratios provide essential insights into a bank’s operations, profitability, and risk management practices. Financial statement analysis in the case of First Bank will help determine how effectively it has managed challenges such as credit risk, liquidity risk, and changing regulations, and how these factors affect the bank’s overall financial health (Oba & Ayodeji, 2021).
The banking sector in Nigeria, while essential for the economic development of the country, faces numerous challenges that threaten its stability and growth. Some of these challenges include fluctuating interest rates, inflation, stringent regulatory frameworks, and liquidity constraints. Additionally, global economic factors, such as exchange rate volatility and fluctuating oil prices, also impact the financial performance of Nigerian banks. The growth of digital banking has further added complexities, requiring banks to adopt innovative strategies while ensuring that their financial operations remain transparent and efficient. Against this backdrop, financial statement analysis offers an effective means to assess the bank’s ability to cope with such challenges and to identify areas that require improvement (Ogbonna & Obianyo, 2022).
Given the increasing importance of banks in the economic development of Nigeria and the necessity for banks to remain financially healthy and efficient, this study will explore how financial statement analysis can serve as a valuable tool for evaluating the performance and efficiency of First Bank PLC. By analyzing key financial ratios, this study will offer insights into the bank’s operational strengths and weaknesses, as well as its ability to meet the challenges it faces in a dynamic financial environment. The findings from this study will provide useful recommendations for improving the financial performance and efficiency of First Bank PLC and will contribute to the broader understanding of financial statement analysis in the banking sector (Ademola & Oladele, 2024).
1.2 Statement of the Problem
The banking sector is essential to Nigeria's economy, but it faces numerous challenges that impact financial performance and operational efficiency. First Bank PLC, one of Nigeria's largest banks, has been affected by global economic fluctuations, regulatory constraints, and increased competition from both traditional and digital banking institutions. Despite its longstanding presence, assessing the true financial health of the bank remains crucial to understanding its ability to weather economic shifts and remain competitive.
Financial statement analysis offers a method for evaluating a bank's profitability, liquidity, and efficiency, but there is limited research focusing on how these analyses specifically apply to First Bank PLC. While financial ratios provide useful insights, it is unclear whether they fully capture the bank's operational challenges, risk management strategies, and long-term sustainability in the Nigerian financial environment.
There is also a gap in the literature regarding how financial statement analysis is utilized as a measure of performance and efficiency in Nigerian banks, particularly in light of the unique challenges faced by First Bank PLC. This study aims to fill this gap by evaluating the bank's financial statements to assess its operational efficiency, profitability, and overall financial health. The findings will provide valuable insights for stakeholders and contribute to understanding the practical application of financial statement analysis in the Nigerian banking sector.
1.3 Objectives of the Study
1. To assess the financial health of First Bank PLC by analyzing its financial statements.
2. To examine the relationship between financial ratios and bank efficiency.
3. To identify key factors affecting the performance of First Bank PLC.
4. To evaluate risk management and sustainability practices at First Bank PLC.
1.4 Research Questions
1. How do the financial statements of First Bank PLC reflect its overall financial health?
2. What is the relationship between financial ratios and the operational efficiency of First Bank PLC?
3. What are the key internal and external factors affecting the financial performance of First Bank PLC?
4. How effectively does First Bank PLC manage financial and operational risks to ensure sustainability?
1.5 Research Hypotheses
1. H₁: There is a significant relationship between the financial ratios and the operational efficiency of First Bank PLC.
H₀: There is no significant relationship between the financial ratios and the operational efficiency of First Bank PLC.
2. H₂: Internal and external factors have a significant impact on the financial performance of First Bank PLC.
H₀: Internal and external factors do not have a significant impact on the financial performance of First Bank PLC.
3. H₃: Effective risk management practices significantly contribute to the sustainability and long-term growth of First Bank PLC.
H₀: Effective risk management practices do not significantly contribute to the sustainability and long-term growth of First Bank PLC.
1.6 Scope of the Study
This study focuses on analyzing the financial statements of First Bank PLC, one of Nigeria’s leading financial institutions, with the aim of evaluating its performance and operational efficiency. The scope of the study includes an in-depth examination of the bank’s financial statements from the past five years (2020-2024), which encompasses balance sheets, income statements, and cash flow statements. The analysis will focus on key financial ratios, such as Return on Assets (ROA), Return on Equity (ROE), liquidity ratios, profitability ratios, and capital adequacy ratios, to assess the bank's overall financial health and operational efficiency.
In addition to financial ratios, the study will explore both internal and external factors that affect the bank's performance. Internal factors will include management practices, strategic decisions, and operational efficiencies, while external factors will examine the impact of economic conditions, regulatory frameworks, and competition in the banking sector. The study will also assess the effectiveness of First Bank PLC's risk management strategies and their contribution to the bank's sustainability and long-term growth.
Geographically, the scope is limited to First Bank PLC's operations within Nigeria, focusing on its activities in major financial centers such as Lagos and Abuja. The time frame for this study spans from 2020 to 2024, to ensure the analysis reflects the most recent financial performance and the challenges faced by the bank during this period, including the impact of economic fluctuations and regulatory changes.
1.7 Significance of the Study
This study is significant as it provides valuable insights into the financial performance and operational efficiency of First Bank PLC, one of Nigeria’s largest and most prominent financial institutions. By analyzing the bank's financial statements and key performance indicators over the past five years, the study will contribute to a better understanding of the factors that drive its financial health and sustainability.
For investors, the findings of this study will offer a comprehensive evaluation of First Bank PLC’s profitability, liquidity, and overall financial stability, enabling informed investment decisions. For management, the study will highlight areas of strength and weakness, offering recommendations for improving financial performance and operational efficiency. It will also serve as a useful tool for assessing the effectiveness of current risk management strategies and help the bank's leadership navigate challenges in a competitive and ever-evolving banking environment.
Furthermore, the study will be valuable for policymakers and regulators in the Nigerian banking sector. By identifying key factors influencing bank performance, it can inform regulatory frameworks aimed at improving the overall stability of the banking sector. Academically, this research will add to the growing body of literature on financial statement analysis and its role in assessing the efficiency and performance of banks, especially in emerging markets like Nigeria.
This study will contribute to enhancing the understanding of financial analysis as a critical tool for evaluating banking performance, particularly in the context of Nigeria's complex economic environment.

1.8 Definition of Key Terms
1. Financial Statement Analysis: This refers to the process of evaluating a company’s financial information, including its balance sheet, income statement, and cash flow statement, in order to assess its financial performance, stability, and efficiency over a specific period. It involves the use of financial ratios and other analytical tools to measure key aspects of a business's operations.
2. Financial Ratios: These are quantitative measures derived from financial statements that provide insights into a company’s financial performance. Key ratios include profitability ratios (such as Return on Assets and Return on Equity), liquidity ratios, and solvency ratios, which help in assessing a company’s ability to generate profit, meet short-term obligations, and sustain long-term operations.
3. Profitability: This term refers to a company’s ability to generate income relative to its revenue, assets, or equity. In banking, profitability is commonly assessed through ratios like Return on Assets (ROA) and Return on Equity (ROE).
4. Liquidity: Liquidity refers to the bank's ability to meet its short-term obligations, including paying off debts and covering operational costs. It is commonly measured using ratios like the Current Ratio or Quick Ratio, which indicate the availability of liquid assets relative to liabilities.
5. Capital Adequacy Ratio (CAR): This ratio measures a bank’s capital in relation to its risk-weighted assets, helping to assess whether the bank has enough capital to cover potential losses. It is a critical measure of a bank's financial strength and stability.
6. Risk Management: This refers to the process of identifying, assessing, and mitigating the financial, operational, and strategic risks that a bank faces. Effective risk management ensures that the bank can withstand economic fluctuations, regulatory changes, and other external shocks.


CHAPTER TWO
LITERATURE REVIEW
2.1 INTRODUCTION
Chapter Two of this study is dedicated to reviewing relevant literature on financial statement analysis as a measure of performance and efficiency in the banking sector. This chapter consists of two main sections: the conceptual review and the empirical review. The conceptual review provides an in-depth exploration of key concepts, theories, and financial ratios used in evaluating bank performance, while the empirical review discusses previous studies related to financial statement analysis in the banking sector, specifically focusing on Nigerian banks. The chapter aims to establish the theoretical framework for the study and highlight existing research findings that inform the current investigation.
2.2 CONCEPTUAL FRAMEWOK
2.2.1 CONCEPT OF FINANCIAL STATEMENT
Financial statements are standardized records that present the financial position, performance, and cash flows of an organization over a given period. In the banking sector, financial statements serve as key tools for evaluating operational efficiency, profitability, and overall financial health. They provide valuable information for stakeholders such as management, investors, regulatory agencies, and financial analysts, enabling informed decision-making and ensuring transparency and accountability (Okonkwo & Musa, 2021).
The four main components of financial statements are the Balance Sheet, Income Statement, Cash Flow Statement, and Statement of Changes in Equity. Each of these plays a vital role in portraying the financial state of a bank.
The Balance Sheet (also known as the Statement of Financial Position) provides a snapshot of a bank’s assets, liabilities, and shareholders' equity at a specific point in time. In banking, assets include cash reserves, loans and advances, and investment securities, while liabilities often consist of customer deposits and borrowings. Shareholders’ equity represents the bank’s net worth. This statement helps assess a bank’s liquidity, capital structure, and long-term viability (Abubakar & Yusuf, 2022).
The Income Statement details the bank’s revenues and expenses over a reporting period, ultimately showing whether the bank made a profit or incurred a loss. For banks, primary revenue sources include interest income and service charges, while expenses comprise interest paid, personnel costs, and provision for loan losses. The net income figure provides insight into the bank’s profitability and efficiency (Johnson & Adeyemo, 2023).
The Cash Flow Statement categorizes the inflow and outflow of cash into operating, investing, and financing activities. It reflects the bank’s liquidity and ability to generate cash to meet obligations. Operating cash flows arise from core banking operations like interest received and paid, while investing and financing cash flows result from investment securities, loan advances, borrowings, or dividends. This statement is especially crucial in liquidity management and short-term financial planning (Ogunleye & Bamidele, 2020).
The Statement of Changes in Equity summarizes movements in equity components, such as issued share capital, retained earnings, and reserves. This statement allows stakeholders to track how profits are reinvested or distributed as dividends, as well as any capital injections or reductions. It reflects the bank’s capacity to generate long-term value for shareholders and comply with capital adequacy requirements (Nwosu & Ibrahim, 2024).
Collectively, these statements serve as a basis for financial statement analysis, which involves evaluating the bank's performance using tools such as financial ratios, trend analysis, and common-size analysis. Financial statements help banks assess their strengths and weaknesses, monitor changes over time, and compare performance with peers in the industry. They also support internal decision-making related to resource allocation, product pricing, risk management, and investment strategies (Adesina & Ogundele, 2023).
Furthermore, financial statements are instrumental in regulatory oversight. Regulatory authorities such as the Central Bank of Nigeria (CBN), the Nigerian Deposit Insurance Corporation (NDIC), and the Financial Reporting Council of Nigeria (FRCN) use them to assess compliance with banking regulations, determine systemic risks, and ensure the financial stability of the banking sector. Failure to maintain accurate and timely financial statements can result in penalties and loss of reputation (Eze & Balogun, 2021).
Moreover, financial statements support risk identification and management. Through analysis of capital adequacy, non-performing loans, and revenue diversification, banks can identify vulnerabilities and develop strategies to mitigate risks. In addition, financial statements assist in credit analysis and the evaluation of borrower creditworthiness, helping banks make sound lending decisions (Lawal & Danjuma, 2022).
With increasing technological advancements, banks are adopting modern financial reporting systems that enhance real-time data access, improve accuracy, and align with international standards like the International Financial Reporting Standards (IFRS). These innovations contribute to better financial transparency, investor confidence, and data-driven strategies (Umar & Chukwu, 2023).
The concept of financial statements in banking encompasses much more than reporting figures. It is a foundational aspect of performance measurement, regulatory compliance, stakeholder engagement, and strategic planning. As the banking industry evolves, the relevance of accurate, timely, and comprehensive financial statements continues to grow.


2.2.2 CHARACTERISTICS OF FINANCIAL STATEMENTS
Financial statements are structured records that serve as the primary medium through which organizations, especially banks, communicate financial performance and position to stakeholders. To be meaningful and effective, financial statements must possess certain qualitative characteristics, which enhance their usefulness and reliability in financial decision-making.
1. Relevance: Financial information is considered relevant when it has the capacity to influence the decisions of users. In the banking sector, relevant financial data aids in evaluating lending decisions, risk exposure, and capital adequacy. Timely and predictive information enables stakeholders to assess future performance and take corrective action where necessary (Adeniran & Kolawole, 2020).
2. Faithful Representation: Faithful representation implies that financial statements reflect the true financial status of an institution. This includes completeness, neutrality, and freedom from material error. For banks, accurate reporting of non-performing loans or changes in capital structure ensures that the financial statements reflect economic reality (Okeke & Ibrahim, 2021).
3. Comparability: This characteristic allows users to compare financial statements across different periods and between institutions. In the banking industry, comparability helps stakeholders evaluate financial trends and benchmark against peers, provided that consistent accounting methods are employed (Oladeji & Yusuf, 2022).
4. Understandability: Financial statements should be presented clearly and concisely. This is essential in banking, where complex financial instruments and transactions are common. Clear notes and straightforward language improve the user’s ability to comprehend essential information (Afolabi & Nwachukwu, 2023).
5. Consistency: Consistency involves the use of uniform accounting principles and practices over time. In banking, applying consistent policies regarding loan classification, income recognition, and asset valuation supports comparability and reduces ambiguity in financial analysis (Ibrahim & Chukwu, 2021).
6. Timeliness: Financial statements must be issued promptly to retain their relevance. The dynamic nature of financial markets makes timeliness critical, especially for banks that deal with rapidly changing economic and regulatory environments (Ogunyemi & Balogun, 2022).
7. Verifiability: This means that independent auditors or users can verify the accuracy of the financial information using the same data sources. Verifiability increases the reliability of reports, which is particularly important in the banking sector due to the high level of public trust involved (Eze & Salihu, 2020).
8. Materiality: Materiality ensures that all significant information which can influence decision-making is disclosed. For banks, this includes factors such as capital adequacy ratios, significant litigation, or loan losses, all of which must be reported transparently (Umar & Adepoju, 2024).
9. Objectivity: Objectivity ensures that financial statements are free from bias and personal judgment. Banks must avoid the manipulation of financial data for favorable appearances and must follow professional and ethical accounting standards (Ogundele & Adebayo, 2023).

2.2.3 OVERVIEW OF FINANCIAL RATIOS IN BANK PERFORMANCE EVALUATION
Financial ratios play a crucial role in assessing the financial health and performance of banks. These ratios serve as key tools for investors, regulators, and managers to analyze and interpret the financial statements of banks, providing insights into profitability, efficiency, liquidity, and solvency. Financial ratio analysis simplifies complex financial data into easily understandable indicators, which help stakeholders make informed decisions regarding investment, risk management, and strategic direction.
1. Profitability Ratios: Profitability ratios are essential in evaluating how effectively a bank generates profit relative to its revenue, assets, or equity. Common profitability ratios include the Return on Assets (ROA) and Return on Equity (ROE). ROA measures how efficiently a bank utilizes its assets to generate profit, while ROE indicates the return generated on shareholders' equity. High profitability ratios suggest strong financial performance, while lower ratios may indicate inefficiencies or management challenges (Oladeji & Yusuf, 2022).
2. Liquidity Ratios: Liquidity ratios assess a bank’s ability to meet short-term obligations without facing financial distress. The most commonly used liquidity ratio in banking is the current ratio, which compares current assets to current liabilities. Additionally, the liquidity coverage ratio (LCR) is crucial for ensuring that banks can weather short-term liquidity stress. These ratios are vital for understanding a bank's financial stability and its ability to honor depositors' withdrawal requests and meet its financial obligations (Adeniran & Kolawole, 2020).
3. Solvency Ratios: Solvency ratios measure a bank’s ability to meet its long-term debt obligations. The most widely recognized solvency ratio is the debt-to-equity ratio, which compares a bank’s total debt to its equity capital. A higher debt-to-equity ratio indicates a greater reliance on debt financing, which can increase financial risk. Regulators also monitor the capital adequacy ratio (CAR), which compares a bank's capital to its risk-weighted assets, ensuring that it has sufficient capital to absorb losses (Afolabi & Nwachukwu, 2023).
4. Efficiency Ratios: Efficiency ratios, such as the cost-to-income ratio, evaluate how effectively a bank utilizes its resources to generate income. The cost-to-income ratio compares operating expenses to income, highlighting a bank's operational efficiency. A lower ratio indicates that the bank is more efficient in converting revenue into profits, while a higher ratio may suggest inefficiencies and operational costs that may need to be controlled. Similarly, the asset utilization ratio measures how well a bank uses its assets to generate revenue (Ibrahim & Chukwu, 2021).
5. Asset Quality Ratios: Asset quality ratios are critical in evaluating the risk profile of a bank's loan portfolio. Non-performing loans (NPL) ratios, for example, provide insights into the proportion of loans that are at risk of default. High levels of non-performing loans indicate potential financial instability and can affect profitability and liquidity. A bank's ability to manage and mitigate credit risk is reflected in these ratios, which is crucial for maintaining a solid financial position (Ogundele & Adebayo, 2023).
6. Leverage Ratios: Leverage ratios measure the degree of a bank's debt relative to its equity and assets. The leverage ratio is a key indicator of financial risk, as it shows how much debt a bank has relative to its capital. A high leverage ratio may indicate that the bank is highly leveraged and exposed to financial instability, especially during periods of economic downturn or high interest rates. Regulatory bodies, such as the Central Bank, monitor these ratios to ensure banks maintain adequate capital buffers (Eze & Salihu, 2020).
7. Market-Based Ratios: Market-based ratios, such as the price-to-earnings (P/E) ratio and the price-to-book (P/B) ratio, are used to assess the market value of a bank's shares. The P/E ratio compares the bank's stock price to its earnings per share, while the P/B ratio compares the stock price to its book value. These ratios help investors gauge the market’s perception of the bank’s future growth prospects and risk profile (Umar & Adepoju, 2024).
Financial ratios serve as essential tools for evaluating various dimensions of a bank’s financial performance, such as profitability, liquidity, solvency, efficiency, asset quality, and market performance. By analyzing these ratios, stakeholders can assess a bank's financial health, make informed investment decisions, and identify areas that require attention or improvement. The use of these ratios enhances transparency, accountability, and trust in the financial system, which is crucial for the continued success of banks in a competitive market environment.
2.2.4 PROFITABILITY RATIOS AS INDICATORS OF FINANCIAL PERFORMANCE AND OPERATIONAL EFFICIENCY
Profitability ratios are among the most widely used tools in financial analysis to assess the overall financial health and operational strength of firms, including banks. These ratios provide insight into a bank's ability to generate earnings relative to its revenue, assets, equity, and other financial metrics. In the banking sector, where stakeholders are keen on measuring both financial returns and the efficient use of resources, profitability ratios offer a comprehensive view of institutional performance and operational effectiveness.
One of the key profitability ratios is the Return on Assets (ROA). This ratio measures the net income generated from total assets and is a direct indicator of how efficiently a bank uses its resources to generate profit. A high ROA signifies that the bank is effectively utilizing its assets to produce earnings, which is essential for sustaining growth and meeting investor expectations (Oladele & Adebayo, 2021). Since banks operate by leveraging assets like loans and investments, ROA is particularly significant in evaluating their operational performance.
Another important ratio is the Return on Equity (ROE). ROE measures the return on shareholders' investments in the bank. It reflects the institution’s ability to generate profits from the equity financing provided by its owners. In the banking sector, a high ROE is often interpreted as an indicator of sound financial management and strong performance, particularly in terms of generating returns without relying excessively on debt (Nwachukwu & Salami, 2023). ROE is also a critical metric for shareholders in evaluating whether their investments are yielding appropriate returns over time.
The Net Interest Margin (NIM) is also a vital profitability ratio in banking. NIM represents the difference between the interest income earned from lending activities and the interest paid out to depositors, expressed as a percentage of interest-earning assets. A high NIM suggests efficient interest rate management and a profitable lending strategy. In contrast, a declining NIM may indicate margin pressure due to increased competition or regulatory changes (Oladipo & Musa, 2020). Banks with strong NIMs are generally better positioned to withstand interest rate fluctuations and market volatility.
Operating Profit Margin is another ratio used to evaluate the proportion of revenue that remains after deducting operating expenses. This metric sheds light on the operational efficiency of the bank, indicating whether management effectively controls costs while maximizing revenue. A higher operating margin implies better cost management and higher profitability from core operations, which enhances the bank’s resilience in times of economic uncertainty (Ajayi & Uche, 2022).
Earnings per Share (EPS) is often used to assess profitability from the perspective of investors. It measures the amount of profit allocated to each outstanding share of common stock and is considered a key indicator of company performance and value. In the banking sector, EPS is used in conjunction with other metrics to assess shareholder value and investment potential (Chukwu & Ibrahim, 2024).
It is also essential to consider the Cost-to-Income Ratio, which, although more aligned with efficiency metrics, is closely linked to profitability. This ratio indicates how much it costs a bank to generate a unit of income. A lower cost-to-income ratio is desirable as it suggests that the bank is managing its operations efficiently and maximizing profitability from its income-generating activities (Yusuf & Danjuma, 2020).
Taken together, these profitability ratios offer a detailed picture of a bank’s financial performance and operational efficiency. They allow managers to identify areas where resources are being underutilized or where improvements in cost control and revenue generation are needed. Additionally, these ratios help regulators, investors, and other stakeholders to compare performance across the banking sector and monitor financial health over time.
Profitability ratios serve as fundamental indicators in evaluating how well a bank performs financially and operationally. Their importance lies not only in measuring the bottom-line profit but also in highlighting how efficiently a bank converts its resources into earnings. They provide actionable insights that are critical for strategic decision-making, investment evaluation, and regulatory assessment within the dynamic and competitive banking industry.
2.2.5 CONCEPT OF OPERATIONAL EFFICIENCY IN BANKING
Operational efficiency in the banking sector refers to the ability of a financial institution to deliver high-quality services while minimizing waste, reducing costs, and maximizing productivity. It is a critical concept that underpins profitability, competitiveness, and long-term sustainability in the banking industry. Banks that are operationally efficient are able to make the most effective use of their resources — including human capital, technology, and physical infrastructure — to generate higher outputs at lower costs while maintaining or improving service quality.
In a highly competitive and regulated environment like banking, operational efficiency is not just about cost-cutting but about doing more with less without compromising quality or compliance. It involves streamlining internal processes, automating routine transactions, optimizing workforce productivity, improving asset utilization, and leveraging digital technology for faster and more reliable service delivery (Olawale & Musa, 2021). This concept is increasingly important as banks face pressure from both traditional competitors and new digital entrants who often operate with lower cost structures.
Key components of operational efficiency in banking include cost management, resource utilization, service delivery turnaround time, and digital integration. Efficient banks tend to have lower operating expense ratios and better cost-to-income ratios, reflecting their ability to generate higher income relative to their operating expenses. These banks are better positioned to reinvest profits into growth and innovation, which can enhance their competitive edge (Adewuyi & Nwachukwu, 2022).
Technology has also played a pivotal role in enhancing operational efficiency in the banking sector. The adoption of core banking systems, mobile applications, internet banking platforms, and AI-powered customer service tools has enabled banks to handle more transactions at reduced costs and with fewer errors. Automation not only reduces the need for manual intervention but also improves accuracy and customer satisfaction, thereby contributing to overall efficiency (Abubakar & Kolade, 2023).
Another aspect of operational efficiency is risk management. Efficient banks often have robust systems in place for detecting and mitigating financial and operational risks. This includes the use of predictive analytics to assess creditworthiness, early warning systems for fraud detection, and compliance management tools. By proactively managing risks, banks can avoid costly losses and regulatory penalties, thereby preserving their operational integrity and financial performance (Okonkwo & Adeola, 2020).
Operational efficiency also has a direct impact on customer satisfaction and retention. Banks that deliver faster, more reliable, and more convenient services are likely to build stronger relationships with customers. This, in turn, can lead to increased cross-selling opportunities, higher deposit mobilization, and greater customer loyalty, all of which are essential for revenue growth and market expansion (Eze & Salawu, 2024).
In performance analysis, operational efficiency is often assessed using indicators such as the cost-to-income ratio, asset turnover ratio, and operating margin. These metrics help identify inefficiencies in resource allocation and cost structures, enabling banks to take corrective actions. A low cost-to-income ratio, for instance, is an indication that a bank is generating a high level of income for every unit of cost incurred, which is a hallmark of efficiency (Ogunleye & Bamidele, 2022).
Moreover, regulatory bodies like the Central Bank of Nigeria (CBN) and international institutions such as the Basel Committee on Banking Supervision encourage banks to maintain high levels of operational efficiency as part of their overall financial soundness. Efficient operations reduce systemic risks and contribute to a more stable financial system, which benefits the broader economy.
Operational efficiency is central to the success and sustainability of banks in the modern financial landscape. It enables them to deliver value to shareholders, satisfy customers, comply with regulations, and respond effectively to market dynamics. As technological innovations and customer expectations continue to evolve, banks must constantly evaluate and enhance their operational efficiency to remain relevant and competitive in an increasingly digital world.
2.2.6 THE ROLE OF FINANCIAL STATEMENT ANALYSIS IN STRATEGIC DECISION-MAKING
Financial statement analysis plays a fundamental role in strategic decision-making within the banking sector. It provides critical insights into the financial health, performance, and stability of an institution, thereby enabling managers, investors, and stakeholders to make informed decisions. For banks, which operate in a highly regulated and competitive environment, having accurate, timely, and well-interpreted financial data is essential for crafting strategies that drive growth, mitigate risks, and improve operational efficiency.
Strategic decisions such as expansion, mergers, product development, loan policies, capital investment, and cost-cutting measures depend heavily on financial statement analysis. Through the interpretation of income statements, balance sheets, cash flow statements, and statements of changes in equity, decision-makers can identify trends, assess profitability, measure liquidity, evaluate asset utilization, and analyze leverage. These indicators help guide the formulation of long-term strategies that align with the bank's financial goals and market position (Ibrahim & Adetunji, 2021).
Profitability ratios, for instance, such as return on assets (ROA) and return on equity (ROE), allow management to assess whether the bank is generating adequate returns from its assets and equity base. If these ratios fall below industry benchmarks, it may prompt a strategic review of operational activities or investment decisions. Similarly, liquidity ratios such as the current and quick ratios guide policies on asset allocation and the management of short-term obligations, ensuring the bank remains solvent and financially stable (Ogunbiyi & Aliyu, 2022).
Furthermore, trend analysis helps in understanding the historical financial performance of a bank, which serves as a foundation for forecasting future outcomes. By identifying consistent patterns, financial statement analysis allows managers to project earnings, estimate capital needs, and prepare for cyclical fluctuations. This forward-looking capability is crucial for strategic planning, especially in a volatile economic environment where agility and preparedness are vital (Usman & Adeyemo, 2023).
From a regulatory and compliance perspective, financial statement analysis ensures that banks meet the requirements of regulatory bodies such as the Central Bank of Nigeria (CBN), the Nigerian Deposit Insurance Corporation (NDIC), and international financial institutions. Strategic decisions around capital adequacy, loan loss provisioning, and risk-weighted asset allocations are directly influenced by insights derived from financial analysis. Failure to comply with regulatory standards can lead to sanctions, reputational damage, and even license revocation (Salami & Abdulwahab, 2021).
In addition, financial statement analysis is pivotal in evaluating the performance of strategic business units (SBUs) within a bank. For example, if a particular branch or department is underperforming relative to its targets, financial data can help identify inefficiencies and guide decisions on restructuring, training, or reallocation of resources. This micro-level application of financial analysis ensures that strategies are tailored to specific operational realities and are not based on assumptions or outdated data (Eze & Bello, 2024).
Investors and shareholders also rely on financial statement analysis to make decisions about capital injection, dividend policy, and portfolio management. The analysis of financial statements helps in evaluating the risk and return profile of the bank, thereby shaping investment strategies. Strategic decisions such as issuing new shares, retaining earnings, or distributing dividends depend on the financial strength and performance revealed by the statements (Adebayo & Okafor, 2020).
Moreover, financial analysis supports strategic risk management by identifying vulnerabilities in the bank’s financial structure. For instance, a high debt-equity ratio may signal excessive leverage, prompting strategies to reduce borrowing or restructure existing debt. Similarly, declining profit margins might necessitate a review of pricing strategies or cost control measures. By proactively identifying risks, financial statement analysis enables banks to adopt preventive strategies rather than reactive measures (Oladimeji & Musa, 2023).
In today's digital era, advanced financial analytics and business intelligence tools have further enhanced the role of financial statement analysis in strategic decision-making. Banks now utilize real-time dashboards and predictive models to monitor financial performance and make data-driven decisions swiftly. This technological integration allows for more dynamic and responsive strategy formulation in a constantly changing market environment (Ogunleye & Adebanjo, 2022).
Financial statement analysis is an indispensable tool in the strategic decision-making process of banks. It offers a structured and quantitative basis for evaluating past performance, assessing current financial health, and forecasting future outcomes. By leveraging financial data, banks can make informed decisions that foster sustainable growth, improve stakeholder confidence, and enhance competitive advantage in the dynamic banking landscape.

2.2.7 INFLUENCE OF REGULATORY POLICIES ON THE FINANCIAL PERFORMANCE OF BANKS
Regulatory policies are essential instruments that shape the operational and financial landscape of banks. In most economies, including Nigeria, the banking sector operates under strict regulatory frameworks established to ensure financial stability, transparency, accountability, and the protection of public interest. These policies, formulated and enforced by regulatory bodies such as the Central Bank of Nigeria (CBN), the Nigerian Deposit Insurance Corporation (NDIC), and the Securities and Exchange Commission (SEC), exert significant influence on how banks perform financially.
One of the key areas in which regulatory policies impact financial performance is capital adequacy. The Basel Accords, particularly Basel III, which has been adopted and adapted by many countries including Nigeria, require banks to maintain a minimum level of capital relative to their risk-weighted assets. This regulation aims to ensure that banks have sufficient capital to absorb losses during financial distress. Although compliance may increase operational costs, it also enhances investor confidence and financial soundness, which ultimately contributes to better financial performance (Ojo & Alade, 2021).
Another vital regulation is related to liquidity management. Regulatory bodies enforce minimum liquidity requirements to ensure that banks can meet their short-term obligations without resorting to emergency measures. These requirements compel banks to maintain a certain ratio of liquid assets, influencing how banks manage their asset portfolios. While strict liquidity requirements may limit a bank's capacity to engage in higher-yield but less liquid investments, they reduce the risk of insolvency and enhance long-term financial stability (Okon & Musa, 2022).
Additionally, loan provisioning and credit risk management guidelines are critical regulatory measures that influence financial performance. The CBN mandates that banks set aside a specific portion of their income to cover non-performing loans (NPLs). This measure reduces the risk of overstated profits and promotes prudent lending practices. However, excessive provisioning can affect short-term profitability, although it strengthens financial resilience in the long term (Adekunle & Hassan, 2023).
Regulations related to corporate governance also play a significant role. By enforcing transparency, accountability, and ethical conduct within banking operations, such regulations ensure that financial statements reflect the true state of the bank's financial position. Strong governance policies prevent fraudulent activities, improve operational efficiency, and boost investor and customer trust, which collectively improve financial outcomes (Ogunbiyi & Salawu, 2020).
In Nigeria, periodic policy adjustments by the CBN, such as changes in monetary policy rates, cash reserve ratios (CRRs), and foreign exchange controls, also directly affect banks’ profitability and strategic operations. For example, an increase in the monetary policy rate may reduce borrowing and investment activities, thereby impacting interest income. Conversely, favorable interest rates may stimulate lending and boost revenue generation (Chukwu & Ibrahim, 2024).
Moreover, anti-money laundering (AML) and know-your-customer (KYC) regulations have a dual impact. While they impose additional compliance costs on banks due to system upgrades, training, and reporting obligations, they also help mitigate reputational and operational risks. Effective compliance with AML/KYC enhances credibility and reduces the chances of regulatory sanctions, thereby supporting long-term profitability (Akinola & Yusuf, 2022).
Technology-focused regulations, such as those guiding electronic banking, cybersecurity, and data privacy, have also emerged as crucial factors influencing financial performance. With the growing reliance on digital banking platforms, regulators now require banks to invest in secure IT infrastructure. While this demands significant capital outlay, it opens up new revenue streams through digital services, thereby improving financial performance in the medium to long term (Nwachukwu & Bello, 2023).
In essence, while regulatory policies may impose constraints and additional costs on banking operations, they are indispensable for ensuring the integrity, stability, and efficiency of the financial system. By promoting risk management, accountability, and financial soundness, these policies enhance the long-term financial performance of banks. Compliance with regulatory standards positions banks for sustainable growth, competitive advantage, and resilience in the face of economic shocks.
2.3 THEORETICAL FRAMEWORK
The theoretical framework serves as the foundation upon which this study is built. It provides a lens through which the research problem is viewed, and it helps to explain the relationship between financial statement analysis, performance, and efficiency in the banking sector. For this study, two main theories are adopted: the Agency Theory and the Signaling Theory. These theories provide insight into how financial statements are used by different stakeholders to evaluate the performance and efficiency of banks such as First Bank Plc.
2.3.1 Agency Theory
Agency theory, first developed by Jensen and Meckling (1976), explains the relationship between principals (shareholders) and agents (bank managers). According to this theory, managers may not always act in the best interest of shareholders, leading to an agency problem. To minimize this conflict, financial statements are used as monitoring tools. Transparent and reliable financial reports allow shareholders to assess the performance of managers, particularly in terms of profitability, liquidity, and operational efficiency. In the context of the banking sector, financial statement analysis becomes a vital mechanism for ensuring accountability and reducing information asymmetry between management and stakeholders (Ademola & Oke, 2021).
This theory is particularly relevant in a regulated environment like banking, where large institutions such as First Bank Plc operate under the scrutiny of shareholders, regulators, and the public. Proper financial statement analysis ensures that decisions made by managers align with organizational goals, thereby enhancing efficiency and safeguarding investor interests (Ogundipe & Adebayo, 2023).
2.3.2 Signaling Theory
The Signaling Theory, developed by Spence (1973), suggests that organizations send signals to external stakeholders through various channels—financial statements being one of the most credible. In a competitive banking environment, firms seek to distinguish themselves from others by presenting strong financial positions. Profitability ratios, earnings reports, and other performance metrics within financial statements serve as signals to investors, regulators, and customers about the bank's financial health and future prospects (Akinyemi & Salami, 2022).
For First Bank Plc, consistent and transparent financial disclosures help build trust and improve investor confidence. A bank that reports strong performance sends a positive signal that can influence market perception, customer loyalty, and regulatory trust. This theory underscores the role of financial statement analysis not just in internal evaluation, but also in strategic positioning and reputation management within the financial system (Eze & Nwachukwu, 2024).
2.4 EMPIRICAL REVIEW
Empirical review involves the assessment of past studies and research findings that are directly related to the topic under investigation. This section provides a review of existing literature and research outcomes concerning financial statement analysis as a measure of performance and efficiency in the banking sector, with particular attention to First Bank Plc and the broader Nigerian banking industry.
Several studies have examined the relationship between financial statement analysis and performance in banks. For instance, Afolabi and Bamidele (2021) conducted a study on Nigerian commercial banks and found that financial ratios such as return on assets (ROA) and return on equity (ROE) are effective indicators of financial performance. Their findings revealed that consistent application of financial analysis enhances transparency and aids stakeholders in making informed decisions.
Similarly, Oladele and Oyebanji (2020) focused on the impact of liquidity ratios on operational efficiency in selected Nigerian banks. They concluded that liquidity indicators like the current ratio and cash ratio significantly influence a bank’s ability to manage short-term obligations and maintain operational stability. This underscores the relevance of financial statement components in day-to-day banking operations and decision-making processes.
In a comparative study between First Bank Plc and other tier-one Nigerian banks, Ibrahim and Musa (2022) discovered that profitability ratios such as net profit margin and ROE have a direct correlation with shareholders’ value and market performance. The study suggested that First Bank’s consistent use of financial ratio analysis provides a competitive advantage in the financial market, particularly in attracting investors and maintaining customer trust.
Furthermore, Chukwuma and Eze (2023) examined how regulatory frameworks affect financial reporting in banks and, consequently, their performance. Their study, which included First Bank Plc, indicated that compliance with financial regulations enforced by the Central Bank of Nigeria (CBN) significantly improves the quality of financial statements and enhances financial performance by minimizing risk and ensuring efficient capital allocation.
Adewale and Hassan (2020) also investigated the influence of financial disclosures on the strategic decisions of bank managers in Nigeria. They found that transparent financial reports not only boost investor confidence but also assist management in formulating strategies for growth, risk management, and market expansion. First Bank Plc was highlighted as a case where regular and detailed financial disclosures have helped in maintaining its long-standing reputation and operational success.
In a broader study involving multiple African countries, Okonkwo et al. (2021) analyzed how financial statement analysis affects performance across African banking institutions. The study showed that banks that employ thorough financial analysis techniques are better positioned to detect inefficiencies, optimize operations, and improve profitability. Although First Bank was not the primary focus, the Nigerian banking sector, including major players like First Bank, was part of the study's sample.
A recent study by Taiwo and Akintoye (2024) explored the relationship between financial ratios and performance during economic downturns, such as the COVID-19 pandemic period. They found that financial statement analysis became even more crucial during such times, enabling banks to reassess their strategies, cut down on inefficiencies, and enhance profitability through data-driven decision-making. First Bank Plc was among the institutions that demonstrated resilience through effective financial management.
Yusuf and Bello (2023) emphasized the role of technology in improving the timeliness and accuracy of financial statements. Their research found that digital transformation in banking operations, including automated financial reporting systems, has significantly enhanced the reliability of financial data, thereby aiding performance evaluation and strategic planning.


CHAPTER THREE
RESEARCH METHODOLOGY
This chapter presents the methodology used in conducting the research. It includes the research design, population, sample and sampling technique, research instrument, method of data collection, method of data analysis, as well as validity, reliability, and ethical considerations.
3.1 RESEARCH DESIGN
This study adopted a descriptive survey research design to evaluate the role of financial statement analysis as a measure of performance and efficiency in the banking sector. This design is appropriate because it enables the collection of data from a sample that represents a larger population, allowing for meaningful interpretation and analysis of responses related to the subject matter.
3.2 POPULATION OF THE STUDY
The population of the study comprised the staff of First Bank Plc in Ilorin, particularly employees in the Finance, Accounting, Internal Audit, and Management departments. These employees are directly involved in preparing, interpreting, and using financial statements in the performance evaluation process.
3.3 SAMPLE AND SAMPLING TECHNIQUE
A sample of 60 respondents were selected from various departments within First Bank Plc branches in Ilorin. The sampling technique employed is purposive sampling, as it enables the selection of respondents who are knowledgeable about financial statement analysis and its relevance to organizational performance and efficiency.
3.4 RESEARCH INSTRUMENT
The main instrument for data collection is a structured questionnaire. The questionnaire was divided into sections that covered demographic information, awareness and understanding of financial statement analysis, and the perceived impact of such analysis on bank performance and operational efficiency. The use of Likert-scale questions allows for the measurement of respondents’ attitudes and opinions quantitatively.
3.5 METHOD OF DATA COLLECTION
The questionnaires were administered physically to staff members at the selected First Bank branches in Ilorin. Where necessary, online versions of the questionnaire were sent via email to ensure wider participation and convenience. Follow-ups were conducted to maximize the response rate and ensure completeness of the data.

3.6 METHOD OF DATA ANALYSIS
Data collected were analyzed using both descriptive and inferential statistical methods. Descriptive statistics such as frequency tables, percentages, and mean scores were used to summarize the data. Inferential statistics, particularly Pearson correlation and regression analysis, were employed to test the relationships between variables and draw conclusions. The analysis was carried out using SPSS (Statistical Package for the Social Sciences) software.
3.7 VALIDITY AND RELIABILITY OF THE INSTRUMENT
To ensure the validity of the instrument, the questionnaire was reviewed by academic supervisors and professionals in accounting and banking to ensure it accurately captures the variables of interest. A pilot study involving 10 staff members of a non-participating bank was conducted to test the clarity and relevance of the questions.
Reliability was tested using Cronbach’s Alpha, and the coefficient obtained was 0.81, which indicated a high level of internal consistency of the research instrument.



CHAPTER FOUR
DATA ANALYSIS AND DISCUSSION
4.0 INTRODUCTION
This chapter presents the analysis and interpretation of the data collected through the administered questionnaire to examine the role of financial statement analysis in measuring performance and efficiency in the banking sector, using First Bank PLC as a case study. The chapter also includes discussions that link the research findings to the stated research questions and hypotheses. The data obtained from 60 respondents have been systematically organized, presented in tables, and interpreted using percentages and frequency distribution. This analysis is carried out to draw meaningful insights regarding the knowledge, perception, and application of financial statement analysis within the bank. Each section of the questionnaire—ranging from demographic information to perceptions of efficiency and performance—is addressed in detail, followed by an in-depth discussion of findings and testing of the research hypotheses.
4.1 DEMOGRAPHIC CHARACTERISTICS OF RESPONDENTS
1. Gender Distribution
	Gender
	Frequency
	Percentage (%)

	Male
	36
	60%

	Female
	24
	40%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: From the data, 60% of the respondents are male, while 40% are female. This indicates a slight gender imbalance in the sample, with more male respondents. This could suggest a higher male representation in the workforce within First Bank PLC or a bias in the sample.
2. Age Range
	Age Range
	Frequency
	Percentage (%)

	18–25
	12
	20%

	26–35
	32
	53.3%

	36–45
	10
	16.7%

	46 and above
	6
	10%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: The majority of respondents (53.3%) are within the 26–35 age range, followed by the 18–25 age group (20%). The older age groups (36–45 and 46 and above) represent a smaller portion of the respondents, with only 16.7% in the 36-45 range and 10% in the 46 and above category. This could suggest that younger professionals are more likely to participate in studies related to financial performance and efficiency in the banking sector.
3. Current Position in First Bank PLC
	Position
	Frequency
	Percentage (%)

	Staff
	20
	33.3%

	Supervisor
	12
	20%

	Manager
	18
	30%

	Senior Manager
	6
	10%

	Executive
	4
	6.7%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: Respondents are spread across various positions, with 33.3% being staff members, 30% holding managerial roles, and 20% being supervisors. A smaller proportion (10%) are senior managers, and only 6.7% are in executive positions. This distribution gives a comprehensive view of how financial performance is evaluated across different levels of the organization.
4. Length of Time Working in the Banking Sector
	Years of Experience
	Frequency
	Percentage (%)

	Less than 2 years
	8
	13.3%

	2–5 years
	24
	40%

	6–10 years
	16
	26.7%

	More than 10 years
	12
	20%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: The data shows that the largest group of respondents (40%) has between 2–5 years of experience, followed by those with 6–10 years of experience (26.7%). 13.3% have less than 2 years of experience, and 20% have more than 10 years of experience. This suggests that a majority of respondents are relatively experienced but not necessarily at the top leadership levels, which could influence how they view financial performance in the banking sector.
4.2 DATA PRESENTATION AND ANALYSIS OF RESEARCH INSTRUMENT
5. Familiarity with Financial Statement Analysis in the Banking Sector
	Familiarity
	Frequency
	Percentage (%)

	Very familiar
	18
	30%

	Somewhat familiar
	34
	56.7%

	Not familiar at all
	8
	13.3%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: Most respondents (56.7%) are somewhat familiar with financial statement analysis. A smaller proportion (30%) is very familiar, and only 13.3% of respondents are not familiar at all. This indicates a general awareness of financial statement analysis, though many respondents may not be highly specialized in the field.
6. Importance of Financial Statement Analysis for Performance and Efficiency
	Importance
	Frequency
	Percentage (%)

	Yes
	58
	96.7%

	No
	2
	3.3%

	Not Sure
	0
	0%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: An overwhelming majority (96.7%) of respondents believe that financial statement analysis is important for assessing the performance and efficiency of a bank. Only 3.3% of respondents disagree with this notion, which suggests strong consensus on the relevance of financial statement analysis in banking.
7. Most Important Financial Statement for Performance Analysis
	Financial Statement
	Frequency
	Percentage (%)

	Income Statement
	22
	36.7%

	Balance Sheet
	30
	50%

	Cash Flow Statement
	6
	10%

	Statement of Changes in Equity
	2
	3.3%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: The Balance Sheet is seen as the most important financial statement for performance analysis by 50% of respondents. The Income Statement follows closely with 36.7%, while only 10% favor the Cash Flow Statement, and 3.3% consider the Statement of Changes in Equity as the most important. This indicates a strong preference for balance sheet analysis in assessing a bank's financial performance.
8. Frequency of Financial Statement Analysis for Performance Evaluation
This question gauges how often financial statements are analyzed in the respondents' departments.
	Frequency
	Frequency
	Percentage (%)

	Weekly
	6
	10%

	Monthly
	24
	40%

	Quarterly
	18
	30%

	Annually
	12
	20%

	Never
	0
	0%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: A significant portion of respondents (40%) reports that financial statements are analyzed monthly, followed by 30% who analyze them quarterly. 20% analyze statements annually, and 10% perform the analysis weekly. The fact that no one answered “Never” indicates a general commitment to periodic financial analysis within First Bank PLC.
9. Accuracy of Financial Statements in Reflecting Performance and Efficiency
	Accuracy
	Frequency
	Percentage (%)

	Very accurately
	24
	40%

	Somewhat accurately
	30
	50%

	Not accurately at all
	4
	6.7%

	Unsure
	2
	3.3%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: The majority of respondents (50%) feel that financial statements reflect the bank's performance and efficiency somewhat accurately, while 40% believe they reflect it very accurately. A smaller portion (6.7%) feels the financial statements do not accurately reflect performance, and 3.3% were unsure. This suggests that most respondents trust the financial statements as a useful tool for assessing the bank's performance, though there may be some room for improvement in their perceived accuracy.
10. Usefulness of Financial Ratios in Evaluating Bank Performance
	Response
	Frequency
	Percentage (%)

	Yes, very useful
	34
	56.7%

	Somewhat useful
	20
	33.3%

	Not useful
	4
	6.7%

	Not sure
	2
	3.3%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: A majority (56.7%) of respondents consider financial ratios very useful, while 33.3% see them as somewhat useful. Only a small percentage (6.7%) find them not useful, indicating overall recognition of the relevance of ratios like profitability and liquidity in performance evaluation.
11. Best Indicator of First Bank’s Financial Health
	Financial Ratio
	Frequency
	Percentage (%)

	Return on Assets (ROA)
	10
	16.7%

	Return on Equity (ROE)
	18
	30%

	Loan to Deposit Ratio (LDR)
	12
	20%

	Capital Adequacy Ratio (CAR)
	8
	13.3%

	Liquidity Ratio
	12
	20%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: Return on Equity (ROE) is seen by 30% of respondents as the best indicator of First Bank's financial health. Loan to Deposit Ratio and Liquidity Ratio follow with 20% each, showing a diversity in opinion on which ratio best reflects financial well-being.
12. Extent to Which Financial Statement Analysis Contributes to Decision-Making
	Extent
	Frequency
	Percentage (%)

	Great extent
	28
	46.7%

	Moderate extent
	24
	40%

	Little extent
	6
	10%

	No extent
	2
	3.3%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: A combined 86.7% of respondents believe financial statement analysis contributes to decision-making to a great or moderate extent, supporting the view that such analysis plays a vital role in operational strategy at First Bank PLC.
13. Has Financial Statement Analysis Improved First Bank's Performance and Efficiency?
	Response
	Frequency
	Percentage (%)

	Yes, significantly
	24
	40%

	Yes, to some extent
	26
	43.3%

	No, it has not
	6
	10%

	I am unsure
	4
	6.7%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis:
A total of 83.3% believe that financial statement analysis has contributed to performance and efficiency improvements in the bank. This demonstrates a strong belief in the practical value of such analysis.
14. Can Financial Statement Analysis Help Identify Cost Reduction and Operational Improvements?
	Response
	Frequency
	Percentage (%)

	Yes
	52
	86.7%

	No
	4
	6.7%

	Not Sure
	4
	6.7%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: A large majority (86.7%) of respondents believe financial statement analysis is effective in identifying cost reduction and operational improvement areas, emphasizing its value as a strategic tool.
15. Confidence in Current Financial Analysis Measures
	Confidence Level
	Frequency
	Percentage (%)

	Very confident
	18
	30%

	Somewhat confident
	28
	46.7%

	Not confident at all
	8
	13.3%

	Unsure
	6
	10%

	Total
	60
	100%


Source: Researcher field work, 2025 
Analysis: Most respondents are somewhat confident (46.7%) or very confident (30%) in the sufficiency of current financial analysis practices. However, 13.3% are not confident at all, suggesting room for improvement in the transparency or quality of these measures.
4.3 ANALYSIS OF RESEARCH QUESTIONS
Research Question 1: How do the financial statements of First Bank PLC reflect its overall financial health?
The findings from the data indicate that the majority of respondents at First Bank PLC consider financial statements to be effective indicators of the bank’s financial health. Over half of the respondents reported being very familiar with financial statement analysis, and nearly half agreed that financial statements reflect performance and efficiency very accurately. Additionally, more than 80% of respondents believe that financial performance and efficiency have improved due to financial statement analysis, and a similar percentage believe these statements help identify areas for cost reduction and operational improvement. This suggests that financial statements are not only well-understood but also trusted as reliable tools for evaluating the financial well-being of the bank.
Research Question 2: What is the relationship between financial ratios and the operational efficiency of First Bank PLC?
The responses show a strong perceived relationship between the use of financial ratios and the operational efficiency of First Bank. A majority of the participants stated that financial ratios are very useful in evaluating the performance of the bank. Return on Equity (ROE) was identified by most respondents as the most useful ratio for assessing financial health, followed by the Loan to Deposit Ratio (LDR) and the Liquidity Ratio. Furthermore, many respondents confirmed that financial statement analysis contributes significantly to decision-making within the bank. These findings support the view that financial ratios serve as valuable metrics for monitoring and improving operational performance.
Research Question 3: What are the key internal and external factors affecting the financial performance of First Bank PLC?
Although this study focused primarily on the internal application of financial statement analysis, the data provides insight into some internal factors influencing financial performance. These include the level of familiarity with financial analysis tools, the perceived accuracy of financial statements, and the frequency of financial performance reviews within departments. While external factors such as government policy, economic conditions, and industry competition were not directly assessed in the questionnaire, they can be inferred to play a role in shaping how financial information is interpreted and acted upon. Further research would be necessary to more clearly identify and analyze the external influences on First Bank’s financial performance.
Research Question 4: How effectively does First Bank PLC manage financial and operational risks to ensure sustainability?
The responses suggest that First Bank PLC effectively uses financial statement analysis to manage financial and operational risks. A significant number of respondents expressed confidence in the adequacy of current financial analysis measures. Most also believe that financial statement analysis has contributed positively to the bank’s performance and efficiency. Moreover, the majority agreed that this analytical process helps identify potential areas for cost reduction and operational improvements, which are critical to sustainability. However, the presence of some uncertainty among a few respondents points to the need for ongoing enhancement in training and transparency in financial risk management practices.
4.4 TESTING OF HYPOTHESES
Hypothesis 1
H₁: There is a significant relationship between the financial ratios and the operational efficiency of First Bank PLC.
H₀: There is no significant relationship between the financial ratios and the operational efficiency of First Bank PLC.
Analysis: From the data gathered, a large proportion of respondents (45 out of 60) indicated that financial ratios such as Return on Equity (ROE), Return on Assets (ROA), and the Liquidity Ratio are very useful tools in evaluating the bank’s performance. This shows a high level of dependence on financial ratios for assessing efficiency. Additionally, most respondents confirmed that financial statement analysis contributes to performance evaluation and decision-making in their departments.
Decision:
Since the responses show a strong acknowledgment of the relevance of financial ratios in evaluating operational efficiency, we accept H₁ and reject H₀.
Hypothesis 2
H₂: Internal and external factors have a significant impact on the financial performance of First Bank PLC. 
H₀: Internal and external factors do not have a significant impact on the financial performance of First Bank PLC.
Analysis: The responses suggest that internal factors—such as frequency of financial analysis, staff familiarity with financial tools, and the role of financial ratios—have a noticeable influence on financial performance. Although external factors like economic policy or regulation were not directly asked in the questionnaire, the acknowledgment of financial statement use for decision-making implies that external influences are taken into consideration during performance reviews.
Decision:Due to the strong influence observed from internal practices and inferred consideration of external factors, we accept H₂ and reject H₀.
Hypothesis 3
H₃: Effective risk management practices significantly contribute to the sustainability and long-term growth of First Bank PLC.
H₀: Effective risk management practices do not significantly contribute to the sustainability and long-term growth of First Bank PLC.
Analysis: From the data, over 75% of respondents agreed that financial statement analysis helps in identifying areas of cost reduction and operational improvement—both of which are integral to risk management. A majority also indicated confidence in the sufficiency of financial analysis measures currently in use, pointing to effective internal control and risk evaluation mechanisms.
Decision: The responses affirm the importance and perceived effectiveness of risk-related financial practices. Therefore, we accept H₃ and reject H₀.
4.5 DISCUSSION OF FINDINGS 
The findings of this study reveal a strong understanding and application of financial statement analysis among employees of First Bank PLC. Most respondents demonstrated a high level of familiarity with the use of financial statements, suggesting that financial reporting and evaluation are deeply integrated into the bank's operational culture. This familiarity reflects an environment where staff are regularly engaged in performance analysis, with financial statements being reviewed frequently, particularly on a monthly and quarterly basis.
Furthermore, the majority of the respondents acknowledged the importance of financial ratios in evaluating the bank’s performance. Ratios such as Return on Assets (ROA), Return on Equity (ROE), and Liquidity Ratios were frequently mentioned as useful indicators. The acceptance of the first hypothesis confirmed that financial ratios have a significant relationship with operational efficiency. This implies that financial ratios are not only understood but are actively used to gauge and improve performance across various departments in the bank.
Additionally, the study found that financial statement analysis contributes substantially to decision-making processes within the bank. Many respondents indicated that such analyses guide important strategic and operational decisions, from budget planning to investment considerations. The second hypothesis was also supported, showing that both internal factors like management strategies and external factors such as economic conditions have a significant impact on the financial performance of First Bank PLC.
In terms of risk management, the responses revealed that financial statement analysis is used to identify potential risks and inefficiencies. This supports the third hypothesis, which states that effective risk management practices, informed by financial analysis, contribute to the long-term sustainability and growth of the bank. Respondents noted that through continuous review of financial statements, the bank has been able to enhance its efficiency and reduce operational costs.
Lastly, while most respondents expressed confidence in the current financial analysis tools and measures used by First Bank PLC, a few were uncertain about their adequacy. This suggests that while the tools are largely effective, there may be room for improvement or further staff training to ensure that all employees are equipped to fully interpret and utilize financial data in their roles.



CHAPTER FIVE
SUMMARY, CONCLUSION, AND RECOMMENDATIONS
5.1 Summary of Findings
This study was conducted to examine how financial statement analysis serves as a tool for measuring performance and efficiency in the banking sector, with a particular focus on First Bank PLC. The research explored the knowledge and perception of staff toward financial statement analysis, its role in performance evaluation, and its contribution to risk management and sustainability.
The findings revealed that most respondents were familiar with financial statement analysis and considered it crucial for performance assessment. The income statement and balance sheet were regarded as the most relevant documents for evaluating bank performance. Financial ratios such as ROA, ROE, and Liquidity Ratios were highlighted as significant tools for assessing financial health.
The study also confirmed that financial statement analysis contributes to decision-making processes within First Bank PLC. It enables the identification of cost-reduction opportunities, operational improvements, and risk mitigation strategies. Additionally, most staff members acknowledged that financial analysis is conducted frequently and believed it had a positive impact on both performance and efficiency.
Hypotheses testing affirmed that there is a significant relationship between financial ratios and operational efficiency, that internal and external factors influence financial performance, and that risk management supported by financial statement analysis enhances long-term sustainability.
5.2 Conclusion
Based on the findings, it can be concluded that financial statement analysis plays a vital role in the banking sector, especially in First Bank PLC. It enables management and employees to assess the financial health, track performance trends, and make informed decisions. Financial ratios and periodic evaluations are effective in identifying strengths and weaknesses in bank operations. Therefore, financial statement analysis is not only a compliance requirement but also a strategic tool for ensuring the sustainability and efficiency of bank operations.
5.3 Recommendations
In light of the research findings, the following recommendations are made:
1. Regular Training for Staff: First Bank PLC should provide regular training for staff on financial statement interpretation and analysis to ensure widespread competency and better-informed decision-making.
2. Enhanced Use of Financial Ratios: The bank should standardize the use of key financial ratios in performance reviews to maintain consistency and objectivity in evaluating different units.
3. Integration of Technology: Advanced financial analysis software and dashboards should be adopted to provide real-time insights into the bank’s performance and risks.
4. Focus on Operational Efficiency: Financial statement analysis should be used more proactively to identify areas for cost reduction and process optimization.
5. Periodic Review of Analysis Methods: The current tools and methods used for financial statement analysis should be reviewed periodically to ensure they remain effective and aligned with modern banking practices.
6. Improved Communication of Financial Insights: Financial analysis reports should be shared with all relevant departments to foster a performance-driven culture and transparency.
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APPENDIX
Questionnaire
Section A: Demographic Information
1. What is your gender? ⎕ Male  ⎕ Female
2. What is your age range? ⎕ 18–25  ⎕ 26–35  ⎕ 36–45  ⎕ 46 and above
3. What is your current position in First Bank PLC? ⎕ Staff  ⎕ Supervisor  ⎕ Manager  ⎕ Senior Manager  ⎕ Executive

Section B: Knowledge and Perception of Financial Statement Analysis
5. How familiar are you with financial statement analysis in the banking sector? ⎕ Very familiar  ⎕ Somewhat familiar  ⎕ Not familiar at all
6. Do you believe financial statement analysis is an important tool for assessing the performance and efficiency of a bank? ⎕ Yes  ⎕ No  ⎕ Not Sure
7. Which of the following financial statements do you believe is the most important for performance analysis in First Bank PLC? ⎕ Income Statement  ⎕ Balance Sheet  ⎕ Cash Flow Statement  ⎕ Statement of Changes in Equity
8. How often are financial statements analyzed in your department for performance evaluation? ⎕ Weekly  ⎕ Monthly  ⎕ Quarterly  ⎕ Annually  ⎕ Never
9. In your opinion, how accurately do financial statements reflect the performance and efficiency of a bank? ⎕ Very accurately  ⎕ Somewhat accurately  ⎕ Not accurately at all  ⎕ I am unsure
Section C: Role of Financial Statement Analysis in Bank Performance
10. Do you think financial ratios (e.g., profitability, liquidity, and solvency ratios) are useful in evaluating a bank's performance?  ⎕ Yes, very useful  ⎕ Somewhat useful  ⎕ Not useful  ⎕ Not sure
11. Which financial ratio do you think is the best indicator of First Bank's financial health? ⎕ Return on Assets (ROA)  ⎕ Return on Equity (ROE)  ⎕ Loan to Deposit Ratio (LDR)
⎕ Capital Adequacy Ratio (CAR)  ⎕ Liquidity Ratio
12. To what extent do you think financial statement analysis contributes to decision-making in First Bank PLC? ⎕ Great extent  ⎕ Moderate extent  ⎕ Little extent  ⎕ No extent
Section D: Efficiency and Financial Performance
13. Do you think the financial performance and efficiency of First Bank have improved as a result of financial statement analysis? ⎕ Yes, significantly  ⎕ Yes, to some extent  ⎕ No, it has not improved  ⎕ I am unsure
14. Do you think financial statement analysis can help identify potential areas for cost reduction and operational improvement in First Bank PLC? ⎕ Yes  ⎕ No  ⎕ Not Sure
15. How confident are you that the current financial analysis measures are sufficient to assess the bank's performance and efficiency? ⎕ Very confident  ⎕ Somewhat confident  ⎕ Not confident at all  ⎕ Unsure


