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CHAPTER ONE
1.0 INTRODUCTION
The impact on consolidation on  bank structure  has been obvious, while its harder to discern. Oyetoyan,S.A (2005) the government policy –promoted  bank consolidation rather than market mechanism has been the process adopted by most developing or emerging economies and the time lag of the bank consolidation varies from nation to nations. Oshikoya, T (1992)  The banking sector in emerging economies  has been witnessed major changes to compete, attract international investment and increase capital market growth.
Eregha P.(2010) There are many reasons and strategies for bank consolidation as there are banking jurisdictions when the opportunities in the operating environment  for banks, either within the boundries of a country on economies zone  or geographical sphere, become  amenable only to consolidated institutions, there is a tendency for market induce consolidation. Adekanye, F (2004) many cases of bank consolidation that have been recorded to date in the modern history of banking are of this kind, and ready examples are the European and American bank mergers and acquisitions of the 1980s and 1990s. 
Prince, T (2005) market-induced consolidation normally holds out promises of scale economics, gains in operational efficiency, profitability improvement and resources maximization. 
The outcomes have however, not totally confirmed there supposed benefits and they have varied across jurisdictions, especially when compared with the particular pre consolidation 2expectations. A new view is that bank mergers are not about adjusting inputs to affect costs; rather they also involve adjusting output (product) mixes to enhance revenges.
However, interest rates, bank rates and discount rates are the quantities instrument of monetary policy as a tender of last reset, interest rate inflation budget burden promote capital in flow and how discount height.
Olowoniyi  A.O and Ajiboye W.T (2006) interest rate was first used in Nigeria as an instrument of control between 1912 to 1959, it was used as a means of working short term instrument of deposit money banking Nigeria. Market are more profitable enough to discourage them repatriate short term kept abroad for retention in Nigeria.
[bookmark: _GoBack]Interest rate is therefore relatively stable in Nigeria, it was raised upward in 1943 and 1976 to entail credit to private sector and in 1973 to 1976 to reflect liquidity position of the economy.
Between the rates 80s and 90s interest rate was deregulated in view of the structural adjustment programming (SAP).
Policy on interest rate can be relied on upon us effective monetary control. However, the government have not been in consistence with the interest rate policy.
It is deregulation stance over the years either resulted in increase rate being  fixed or allowed to final its level in free market economy. This increasing deregulation of the money and foreign exchange market in  recent years has added only one major consequence  money the unintigated shared in the price that previous in market.
Adebayo,R.O (2006), the study reviews the effectiveness of bank interest rate policy and bank deposits (perfoermance) in the economy.
1.1   STATEMENT OF THE PROBLEM
The focus of the research is to discuss the impact of interest rate has a monetary tools in Nigeria deposit money bank with this research work, bank will be able realise the problem associated with roles of interest rate play in the general conduct of the banks. The research make realise that the high interest is not initiated to chase away customers from the bank but a means of controlling the economy when too much money is in circulation but, stability of price levels, and inconsistency policy has been identified as  the factors marketing against the performance of deposit money bank, In Nigeria.
Moreover, the research work is also to benefit to the government in that it take them to realise the effect of interest rate policy on bank and economy as a whole, student and  futures  we also benefit the study because it will serve as a good guide writing on this topic while it is the impact of interest rate as a monetary control tool Nigeria deposit money bank.
1.2 RESEARCH QUESTION
1. Does stability of price level affects the performance of deposit money banks?
2. Does inconsistence policy hinder the effective operation of deposit money banks?
3. Is there a significant relationship between interest rate and performance of deposit money banks?
1.3 OBJECTIVES OF THE STUDY
This study intends to examine the impact of interest rate as a monetary policy tools in Nigeria deposit money bank therefore, the specific objectives of the study is highlighted as follows .
1. Examine the effect of stability of price level on the performance of deposit money banks.
2. Analyze how inconsistence policy hinder the effective operation of deposit money banks.
3. To know whether there is significant relationship between interest rate and performance of deposit money banks.

1.4 RESEARCH HYPOTHESIS
In view of the research objectives, the following null hypothesis will be tested.
HO1 stability of price level does not affect the performance of deposit money banks.
HO2 Inconsistence policy does not hinder the effective operation of deposit money banks.
HO3 there is no significant relationship between interest rate and performance of deposit money banks.
1.5 SIGNIFICANCE OF THE STUDY
The research work is predictive in nature, the study when completed will the beneficial to the followings.
i. It will encourage customer to develop banking habit as a result of an improved banking service through electronic banking system. 
ii. It will help the government to make a proper regulation frame work on bank deposit mobilization from loopholes discovered in the course of the research work.
iii. It will also encourage other sector to practice electronic service delivery which can serve as incentive to their goal advancement.
iv. Lastly, it will serve as a guide to student and other researchers who are interested in writing issue relevant to this study by providing a source to their literature review
1.6 SCOPE AND LIMITATION OF THE STUDY 
The research work with focus on the impact of interest rate in deposit money bank considering Zenith Bank, Ilorin as a case study, this work may be limited to the insufficient financial and lack of cooperation from respondents on the case study.
1.7 DEFINITION OF THE KEY TERMS
POLICY: A policy is course of action intended to accomplish some end.
MONETARY POLICY: Monetary policy can be simply described as a deliberation policy measure on the part of monetary authorities to control supply level of interest rate.
BANK: This is an organization where principle operation concerned with the accumulation of the temporarily idle money of the general public for the purpose of a advancing to other for expenditures.
BANKER: It can be defined as act of taking the debt of others people to offer his town in exchange and create money.
LIQUIDITY: Liquidity is the extent of which money is availability in the economy.
MONEY: Money is any object or record that is generally accepted as payment of debt in an giving social economy context or country.
PAYEE: This is a person who pays a sum of certain amount of money to the drawer that is the beneficiary of the bill.
DRAWEE: This is a person to whom money is paid, that is the person to whom the other to pay is giving.
LOAN: Loan is a type of debt, all debt instrument  a loan entail the redistribution of financial asset overtime.
DRAWER: Drawer can be defined as at the institution of a cheque.


1.8. PLAN OF THE STUDY
This research work covers the impact of interest rate control as a monetary tool on the performance of deposit money bank.
Zenith Bank is the term use to describe the authority responsible for policies that affect a country’s supply of money and credit.
 Zenith Bank uses its tools of monetary policy open market operations, discount window lending, changes in reserve requirements to affect short term interest rate and the monetary base to achieve important policy goals.
An increasingly important role for Zenith Bank is financial stability. The evacuation  of this responsibility  has been similar across the advanced counties in the gold standard era.
Zenith Bank developed a lender of cast result function, following Bagehot’s rule. But financial system become unstable.








CHAPTER TWO
2.0 LITERATURE REVIEW
2.1  CONCEPTUAL FRAMEWORK
2.1.1 CONCEPT OF INTEREST RATE
According to Michael  (2005) interest is the rate at which the CBN as a lender to the last resort and lend money to the Commercial Bank.
It is the rate at which central bank of Nigeria is willing to rediscount eligible bill as well as the rate at which it lends bank in its capacity as tender of last resort.
By raising the interest rate, the CBN export all the other rate economy to adjust according to the vice versa.
The use bank rate in presupposed a highly developed integrated about growth based financial system in which a change in the interest rate will work through the network of rate will work through network of rate in the system.
However, in parties this application in limited in Nigeria by the absence of such a financial system.
Moreover, the use of interest is limited by this excess in liquidity does not encourage bank to use discount window to central bank of Nigeria (CBN).
Adekanye 2004 views interest rate as a rate of interest the central bank and other financial  institution for discounting their bills. Its further stressed that the bank rate is very important to all interest rate change by  both the commercial bank instrument companies and lower purchase  companies follow the bank rate.
All interest rate change by both the commercial bank instrument companies and lower purchase companies follow the bank rate. 
If the CBN feel that liquidity should be increased plus investment  will reduce the minimum rate interest rate and this reduction will lead to corresponding reduction in bank interest rate on loan to investment.
On the other hand if the CBN should like to reduce liquidity in the economy will raise the discount rate and bank would have  borrowed  from the CBN based on this high rate and investor will find loan less  attractive there by reducing the volume of money in the economy.
The interest rate structure was received in 1991, the  maximum rate of application to all lacking was fixed for agriculture and estate loan. The previous special rate lending to preferred sector which hard existed during the early 1990 where effective abolished.
However, this investment will pay a significant loan in influencing the cost and availability of credit in Nigeria. 
This will be due to the fact investment decision are more depend on expected rate to return on investment that the cost of borrowing in Nigeria.
For interest rate policy to secure the bank, most not have excess reserve otherwise they may not course to borrow from the Central Bank of Nigeria (CBN) in first place.
Kent (2002) defines interest rate as an organization whose principle operation are concern with the accumulation of temporarily idle money of the general public for purpose of advancing to other for expenditure.
Also section 41 of the banking act 2004 I defines a banker as any person who carries on banking business and those include a commercial loan and acceptance house discount house and financial institution.
Oyetoyan (2005) defines bank as ordinary business consisting of charging cash deposit for each transferring banking deposit from in exchange for bill of change, government bend the secured or unsecured promise of business repay  e t c. oxford dictionary defines as an organization that provide various financial service for examples keeping on lending money.
The interest rate theory deregulation was introduce in August 1987 and mail continues until 1988, when the central bank indicating the size and direction of desire change by adjusting is minimum rediscount rate as when necessary.  
As already communicated to bank in monetary policy circular No21 (mention 02 ) issue on December 28, 1987 the central bank minimum rediscount rate as been reduced from is percent per annum to 12.75percent per annum with effect from 29, December 1907 until further notice new issue rate by the bank on all government securities as been adjusted corresponding, individual banking  institution guiding by the stance of policy and force of supply  and demand in the financial market is true to determine it place of business.
The central bank of Nigeria a view with concern existing wide spread between bank deposit rate and their lending rate as the special between prime rate and other commercial rate.
It should  be realized that this practice is uniform to the new interest rate policy some degree of restraints was to be maintained in fiscal operations.


2.1.2.TYPES OF INTEREST RATE OF DEPOSIT MONEY BANK
By the most liable oblivious power of the CBN to influence market interest rate the mechanism to move the bank customer and also not in the best interest of the economy. all  bank are therefore enjoined to make effect to named those gap.
As in previous years, the inducing balance method shall continue to be applied in 1988 for calculating interest change on lone payable in agreed instalment. Eg the discount method of the simple interest straight line method, result in changing more than the contracted rate word, be regarding as a branch of central bank, current account holders shall be rendered regular on quarterly basis and shall be the following information.
*Rate of change to turnover (COT)
*Rate of interest on over draw account, the amount and period.
Interest on saving account shall be calculated on the balance in the customer account of the 15th of each month shall be reflected of the time of calculation.
The amount of deposit on personal saving account on which the interest rate is payable shall not demand more than #50.00 initial deposit for opening saving account in the rural areas of #100 in urban banks shall design their saving passbook in such a way that the following information will be cualy  shown when calculating interest yield on saving deposit.
1.The interest rate applied.
2.The amount of saving which calculation is based.
3.The period which the interest rate is calculated.
The inspectorate department of each bank shall have the responsibility of checking on the bank charges interest payable on deposit account where the inspector department of a bank discover non-payment on interest on deposit on other entitlement or excessive banks, changes  return shall be made to the central bank under payment excessive changes shall be refunded with interest at the minimum.
Lending rate along with a letter of apology to the customer within two weeks. Any deposit within two weeks of the discover of error shall be liable to penalty amounting to 100percent on the amount involve which shall be credited to consocidation revenue of the federal government interest rate theories are very to spiral issue.
In recent time, it has attracted a great deal of interest and some measure of controversy and concern.
It is generally agreed what interest rate are charge rate are two variable which affect the tempo of economic activities in any country, their impact on investment output and inflation among others. This explains why there is so which interest in the policy instrument.
To achiever approaches it usually adopted or allow them.
The operation that eventually choose  usually reflected a country historical  experience  and the authorities perception about the efficiency of a particular one of action  in achieving  the set of objectives in order to complement rating the over all objectives of the economy, celling, where or are imposed on deposit  and lending rate consequently, deposit rate to be maintained within a range of 12 and 15percent  per annum while maximum interest rate on lending by all financial institution has been fixed at 21.0percent per annum.
The payment  of interest rate was primarily amend at reducing operation cost incurred  by the productive sector which together with favourable impact  at the mandate sector credit allocation system was expected to facilitate the increase in production.
To ensure production  to ensure the availability of the market towards a target rate (which are specific rate is used)  is generally to level money to borrow.
In theoretical  qualities until the tarjected market rate is sufficiently close to target the interest rate can be divided into the namely.
· Marginal Lending Rate
· Main Referencing Rate 
· Deposit Rate
1.Marginal Lending Rate: this is the  publicity visible interest rate the central bank announce. It is also know as maximum bid rate services as a bidding flower for refinancing loans.
2.Main Referencing Rate: operation are also regular liquidity providing revers  transactions with a likely  frequency and a maturity of normally one week.
These operation executed by the central bank of Nigeria (CBN) on the basis of standard tenders.
3.Deposit Rate: this is the rate at which commercial bank or central bank (CBN) receive as rate.
2.1.3 IMPACT OF MONETARY POLICY ON INTEREST RATE
Interest rate performs several important functions in that they influence abroad range of policy and outcomes.
They are similarly on scope of influence other monetary tools such as exchange rate and basis wage rate. As the reward for accumulating financial asset and foregoing current assumption interest rate influence the willingness saves.
As a rate of capital influence rate  influence the demand for loan able fund different type of borrower including the private.
Economy agent, the discount rate reflect the cost at which monetary policy provided funds to monetary policy being pursued. As market interest rate are fixed to change in the discount rate produce and important announcement effect on the credit mark. The monetary or money market rate reflect the cost at which financial institution may obtain liquid fund yield in  indicate for the cost of long term loan.
The monetary policy rate on long term can have a substance influence on the rate and pattern of economy growth in Nigeria bank by influencing the volume and productivity of investment.
The theoretical basis for the use of interest rate policy is stimulating investment informed by the Keynesian  investment hypothesis the Keynesian theory implies that the impact of monetary policy non-interest rate and how interest as a component of cost of fund encourage borrowing for investment and shave on the other hand view administrated how interest rate on monetary policy as detrimental to increased saving hence investment demand.
They argue that high interest rate  including savings which can be channel into investment  which the prenomen of negative real interest rate can be prolong to period of time in result in negative consequences of which includes.
Discouragement of saving as the true opportunity cost of capital rarely reflected misallocation of resources credit rating of government and promotion of financial market dualism and capital flight it needs to be emphasized that rate of economic growth trends to be faster in countries with relatively will developed annual institution and structure.
And efficient financial market facilities in termediation   of fund by making possible the transference spending unit via the impact of monetary policy on interest rate mechanism thus facilitating growth.
2.1.4 MONETARY CONTROL TECHNICS  AND INTEREST RATE 
Structure prior SAP and immediate  post SAP, monetary management relied on direct controls of reserves and interest rate structure of banks however, in 1993 an important reform of the monetary management strategies was the introduction of open market operations (OMO). Omo  become the dominant instrument of liquidity management complimented by reserve and discount window operation.
Unfortunately, the new approach was here to find it footing when macro economic management returned to and era of regulation by 1994-1998 irrespective of the market fundamentals, the monetary authority pegged minimum rediscount rate at 13.5 percent, as well as specified interest rates limit to not more than 21percent for lending rates, while the speed between savings and lending rate was expected not to more than 7.5percent. as it timed, the introduction of OMO followed by a return to interest rates control opened up another investment post folio to the commercial bank this manifested mainly in the new opportunity offered the savings public to diversity their post folio investment from traditional savings and the stock market into money market. The bank were also offered the opportunity to diversity from traditional credit purveys, the foreign exchange market transactions to trending in money market instruments especially treasury bills and report transaction at the OMO. While low savings rate encourage holders to idle cash balance to invest in money market instrument, it also encouraged financial institutions to shy away from the more risky lending post folio and its associated high transactions costs to the relatively save post folio with little or no cost, with the guarantee of very good returns in face of credit apathy , financial sector operator found investment in foreign exchanged and public debt investment especially treasury bills very lucrative as the returns on them moved in tandem with the MRR.
Thus, the policy created a dilemma in the form of trade off cost reflected in the arbitrage gains for speculators in the financial market. Ironically, rather than serve as a penalty rate for borrowing from central bank, the attractive treasury bills rate which followed the rise in MRR, saw the central bank borrowing from the banks and the public as part of its monetary control functions. Such funds were sterilized but which upon maturity the central bank was duty bound to pay the interest rate accrual, probably via the creation of high powered money with adverse implications for inflation dry control. One may argue that if the CBN issued the debt instrument in favour of the government that burden on debt service should borne by it unfortunately, during this period, fiscal authority were known to resort by ways and means advance far above the permissible limit, and which were usually written off at the end of the day. The changes in the structure of treasury bills holdings attracted to this. Prior to the commencement of SAP,CBN accounted for a significant proportion of the treasury bills outstanding.
However, with the sharp rise in treasury bill rate, the situation changed, with the deposit money banks and the public now accounting for the major share. The shift in investment post folio  of the banks to this segment  of the markets in quite rational indeed, the banks ceased the opportunity of the permissive financial operating environment to mobilize  funds cheap, and invest in relatively secure instruments. Also their liability structures attested to this. The main source of funds are demand deposits, time, savings and foreign deposits, central government deposits reserve account, and central government deposits is known to be very low, that of savings and foreign deposits, central government deposits reserve accounts, and central government deposits is known to be very low, that of savings deposit have been seen to also be low in recent time indeed less than 30percent of their funds are mobilized from the more expensive sources. The point to be made is that a significant proportion of their investible funds are sourced clean, but are channelled into secure port folio (money market instruments). One is not surprised that since 1999 that the financial instruments that survived the distress emerged to become very sound and have had outstanding record of profitability, derived mainly from the detective interest rate structures.
2.1.5 THE ROLE OF DEPOSIT MONEY BANK IN THE NIGERIA ECONOMY
The traditional role of bank is to accept deposit and make loans and derive a profit from the difference in the interest rate paid and charged to depositors and borrowers respectively. The process performed by banks of taking in funds from a depositor and then lending them out to a borrower is known as financial intermediation  ( sanderson 2013) through the process the process of financial intermediation, certain assets are transformed into different asset or liabilities. As such, financial intermediate channel funds from people who have extra money or surplus savings (savers) to those who do not have enough money to carry out a desired activity (borrowers).
Banking thrives on the financial intermediation abilities of financial Institution that allow them to lend out money and receiving money on deposit. The bank is the most important finance intermediary in the economy as it connects surplus and deflect economic agents. Sanderson (2013) summarized role of deposit money banks to include.
Credit provision: credit fuels economic activity by allowing business to invest beyond their cash on hand, households to purchase homes without saving the entire cost in audience, and the government to smoot out their spending by mitigating the cyclical pattern of tax revenues and to invest in infrastructure projects.
Liquidity provision business and households need to have protection against unexpected needs for cash. Banks are the main direct providers of liquidity, both through offering demand deposits. That can be withdrawn anytime and by offering one of credit further, banks and their care of the financial markets offering to buy and sell securities  and related products at need, in large volumes, with relatively modest transaction costs.
Risk management services : Bank allow business and households to pull their risk from exposure to financial and commodity market much of this is provide by banks through instruments transaction. Banks also enable individual and business to take part in the global foreign exchange and commodity markets indirectly. It would be very difficult for example for a small company needing only a few million japanese to import a vehicle from Japan to get into the global currency market without the aid of a bank.
Remittance of money: cash can be transferred easily from one place to another and from one country to another by the help of a bank. It has facilitated transactions in discount places. This has expanded the internal and external trade and market. The men have become free of the rise of carrying cash, gold, silver e t.c. The credit instrument issues by banks such as cheque, draft, Real time gross settlement, credit card have facilitated the transfer of money.
Rapid Economic Development: the banks make available loans of different period to agriculture industry and trade. They make direct investments in industrial sectors. They provide industrial agricultural and commercial consultancy hence facilitating the process of economic development.
2.1.6 DEPOSIT MONEY BANKS AND DEREGULATION OF INTEREST RATE IN NIGERIA.
Deposit money banks are the most important savings, mobilization and financial resource allocation institution consequence these roles make them an important phenomenon in economic growth and development. In performing this role, it must be realized that banks have the potential, scope and prospects for mobilizing financial resources and allocating them to production investment and in return promote their performance.
Therefore no matter the sources of the generation of income or the economic policie of the country, deposit money banks would be interested in giving out loans and advance to their numerous customers bearing in mind. The three principles guiding their operations which are, profitability liquidity and solvency (Adolphus 2011) However deposit money banks decision to lend out loans are influenced by a lot of factors such as prevailing interest rate the volume of deposits, the level of that domestic and foreign investment banks liquidity ratio, prestige and public recognition to mention just but a few.
Lending practices in the world could be traced to the period of industrial revolution which increase the pace of commercial and productive activities thereby bringing about the need for large capital outlays for projects. Many captains of industry at this period were able to meet up with the sudden option in the financial requirements and therefore turn to the banks for assistance (Azirim 2003).
However the emergence of banks in Nigeria in 1872 with the establishment of the African Banks corporation (ABC) and later appearance of other banks in the scene during the social era withnessed the beginning of banks lending practice in Nigeria. Through the lending practices of the then colonial banks were biased and discriminatory and could not be said to be a good lending practice as only the expatriate were given loans and advances. This among other reason led to the establishment of indigenous bank in Nigeria prior to the advent of structural Adjustment program (SAP) in the country in 1986, the lending practices of banks were strictly regulated under the close surveillance of the banks supervisory bodies. The SAP period brought about some relaxation of the stringent rules guiding banking practices. The bank and other financial and amendment (BOFIA) 1998, requires banks to report large borrowing to the CBN. The CBN also require that their total value of a loan credit facility or any other liability in respect of a borrower at any time, should not exceed 20% of the shareholders funds unimpaired by losses in the case of commercial banks (FELICIAL 2011). This study become imperative because deposit money banks in Nigeria need to understand how to manage these huge assets in terms of their loans and advances for the banks to balance their main objectives of liquidity, profitability and lending must be handled effectively and the banks must behave In a way that there potential customers are attracted and retained 
2.1.7 PROBLEM OF INTEREST RATE MANAGEMENT IN THE DEPOSIT MONEY BANK.
The problem of interest rate management in the deposit money bank is with all the benefit accuiring to the economic through the adoption, the proper implementation of interest rate in Nigeria has been contained by many factor they are
UNDER DEVELOPED FINANCIAL SYSTEM.
In some under Development countries are Nigeria money and capital markets are not well developed with only a few commercial banks participating in their case, the use of interest rate may not be effective since it's successful operations it depends on the existence of a well functioning money market with commercial bank activity participating the lending activities.
DOMINANCE OF AGRICULTURAL TYPORE 
The money supplied in the economy is greatly influence by the would value of this exports producers get a lot of money in boom period a large proportion of which is used for good and service urban area and this is a basis of creation on money creation which in turn increase money supply. In period of failing export value producer Sutter reproduction I money income accordingly, they withdraw some of their deposit in the bank and this have the effect of reducing money supply and less credit will be created due to reduction loan to the public.
EXCESS LIQUIDITY 
This is defined as the indefinite maintenance of liquid asset ratio for above the minimum prescribed by the central bank, commercial bank in Nigeria and in underdeveloped or developing countries are characterized by excess liquidity due to the alleged investment opportunity.
BUDGETARY DEFICIT 
In underdeveloped countries, inclusive, scarcity of saving and in adequately of external financial the deficit financing use of employed finance the deficit government borrow from the deposit money bank by selling treasury bill and other certificates.
This raise the liquidity asset position of the banks.
Furthermore when the commercial bank have their bill discount of the central bank. The central bank does not change rate of interest the high is enough to determine borrowings.
This is because the borrowing cost of government and the largest the government debt.
All this, however not mean that Central Bank of Nigeria (CBN) have no control over interest rate money in Nigeria and even money market in Nigeria is now growing rapidly and with time it will grow very strong to overcome all these challenges. Market oriented financial savings and efficient resources allocation. It also strives of improving market economics stability and reducing excess liquidity in the economic.
2.2 THEORITICAL FRAMEWORK 
2.2.1 KEYNITS THEORY 
This theory assumes equilibrium with less than full employment where both employment where both employment and income are fluctuating the theory views interest as reward for parting with liquidity. It provides that interest rate is determined by the demand and supply of money.
The theory opined that supply money is usually determined by monetary authorities while the demand for money is a function of income and interest rate. The theory explained that transitionary and precautionary motive of liquidity is dependent on interest rate, it is interest rate, it is interest elastic. The Keynesian theory implies that low interest rate as a component of cost administered is to increase savings and hence investment demand proportion of this theory argue that increase in the real interest rate will have strong positive effects on savings which can be utilized in investment, because those with excess liquidity will be encouraged to save because of the high interest rate, thus banks will have excess money to lend to investors for investment purpose thereby raising the volume of productive investment. Keynes emphasized that the rate of interest is purely a monetary phenomenon. This theory introduced the concept of liquidity loans, a situation where low interest rates discourage savings and consequently reduce investment due to lack of investable fund.
Anyingang and Udoka (2012) In their study observed that the Keynesian liquidity preference theory interest rate is a stock theory. It is a stock analysis because it takes the supply of money as given during the short run and determine the interest rate by liquidity preference or demand for money. This theory alludes to the Nigerian situation under the regulated interest era, where the monetary interest rate set by government authorities was low and the real interest rate was even lower because of inflation. The low interest rate encouraged inefficiency in the use of capital and resultant negative growth trend in investment. The negative trend  was also because of lack investable funds as people prefered to hold liquid cash as there was no adequate inducement to part with liquidity.
Keynes theory is regarded as an improvement over classical theory as it considers interest as a monetary phenomenon that links the present and the future.
This theory abandoned the assumption of full employment, introduced the concept of unemployment therefore, it considered the change in the income level and its relation with savings and investment. Thus in Keynesian analysis more investment leads to more consumption or in other words investment and consumption go together. Keynesian analysis more investment leads to more consumption, or in other words investment and consumption go together. Keynesian analysis is more realistic in the context of unemployment of resources preventing in the economy. Opponent of this theory insists that it is an indeterminate, incomplete, inadequate and unrealistic theory of interest rate.
2.2.2 TIME PREFERENCE THEORY OF INTEREST 
This theory was propounded by ironing (1930). He defined interest as payment for waiting a reward for making a choice to postpone consumption to a future date. He theorized that people generally have an inclination towards current consumption expenditure over future consumption (expenditure) therefore the interest rate must be attractive enough to encourage sacrifice for immediate satisfaction.
Fisher further explained that time preference is determined by the willingness principle and investment opportunity principle. A comparison of fisher theory and Keynes theory indicate that both theories are depends on income and availability of profitable investments. The willingness (indifference) principle is a function of income just like the transactional and precautionary motive while the investment opportunity principle just like speculative motive is a function of the opportunity cost of profitable investments (for example, the interest rate). However, while Keynes explain his theory using liquidity preference fisher Concentrated on time preference.
Opponent of this theory have declared that it is an indeterminate and narrow theory it is also viewed as a theory that explains the existence of interest rate but does not actually provide a methodological process for the determination of interest rate.
2.2.3 CLASSICAL THEORY 
This theory states that the rate of interest is determined by the supply and demand of capital. While the supply of capital is governed by time preference, the demand for capital is governed by the expected productivity of capital.
interest rate is determined at the intersection of the demand curve and the supply curve at a given level of income Yunana (2010). The theory is a real theory of interest because it is based on real forces of demand and supply side. It regards productivity on the demand side and thrift on the side of supply and completely neglects monetary influences on interest rate. The weakness of this theory flows from its assertion that money is merely a veil, a passive factor influencing the rate of interest. This theory also completely ignore the effect on investment on income as it is based on the unrealistic assumption of full employment of resources.
Opponent of the theory also opine that the classical confuse the amount saved with the propensity to save Taussig (1998).
2.2.4 MODERN THEORY 
The submission that previous theories on determination of interest rate were inadequate and indeterminate propelled the propounding of a new theory of interest rate Ving (1936). 
This theory takes into consideration both the real and monetary factors that influence interest rate. This theory brings together loanable funds formulation and Keynesian liquidity preference formulation to provide on adequate and well integrated theory of rate of interest thicks, Somers, Lerner, Hansen and other opined that the rate of interest, along with the level of income is determined by four factors!
i The investment demand function (MH).
ii The saving (consumption) function.
iii The liquidity preference function.
iv The quality of money function.
The equilibrium conditions of this four variables together determines the rate of interest.
According to Hansen, equilibrium is reached when the desired volume of cash balances equal the quality of money.
When the magical efficiency of capital is equal to the rate of interest and finally when the volume of investment is equal to normal or desired volume of saving.
2.3 EMPIRICAL REVIEW 
Oshikoya (1992) used time series econometrics to investigate the impact of interest rate Deregulation on economic growth in Kenya. Using data from 1970 to 1989, he fund real interest rate to have a significant and negative impact on economic growth. The sample was then split into Sub-periods 1970-1979 ( regulation era) and 1980-1989 (Deregulation era). The real interest rate had a negative and significant coefficient for the 1970-1979 periods, but was positive and significant for the 1980-1989 periods. Thus offering no robust results of the impact of interest rate deregulation on economic growth of that county.
Eregba (2010) examined variations is interest rate and investment determination in Nigeria. The study employed dynamic model of two equal using instrumental variable technique of estimation on data from the world Development Indicator. The study revealed that variation in interest rate played a negative and highly significant role in investment decision in the economy and demand for credit also had negative and significant influence on interest rate variable in both the short run and long run. The research noted that through investment has an indirected relationship with interest rate. Variable other variables such as debt burden. Economic stability, foreign exchange shortage and lack of infrastructure affected gross domestic investment. The author recommend that improvement in these key macro economic variable is a necessary condition towards facilitating investment in Nigeria.
A study conducted by tress and parabasicaly (1998) on the impact of interest deregulation on economic growth of Norway, Finland and Sweden revealed that with interest rates deregulation interest rates surged in these countries leading to an increased economic growth.
Adofu, Abula and Audu (2010) in their study on the changes I Agricultural production since the deregulation of interest rate in 1986 using ordinary least square metered to examine data from 1986 to 2005, fund that interest rate deregulation has significant and positive impact on Agricultural productivity in Nigeria within the period under review. The empirical analysis also suggested that interest rate played a significant role in enhancing economic activities and as such, monetary authorities should ensure appropriate determination of interest rate level that will break the double edge effect of interest rate on savers and local investors.
















CHAPTER THREE
3.0 RESEARCH METHODOLOGY 
3.1 INTRODUCTION
   This chapter describe the technique and procedure used by the researcher in conducting the study and accumulating the data for the study. It comprises of sources of data, population of the study, sample size method of data collection, method of data collection.
Method of data collection, method of data analysis and limitation to methodology.
3.1.2 RESEARCH DESIGN 
The research was carryout through the case study of the research work which is Central Bank of Nigeria.
The researcher uses both the primary and secondary data in the study. The primary data are collected by the researcher through the use of questionnaire while the researcher data are collected from CBN website and internet.
3.1.3 POPULATION OF THE STUDY 
The population used In this study covers all the work of the Central Bank of Nigeria Ilorin Branch. The population of their study comprises of 100 selected staff of Central Bank of Nigeria CBN Ilorin.
3.4 SAMPLE SIZE
The sample size employee in this research work Is random sampling technique, thus the total sample size of this study is 85 staff of Central Bank of Nigeria, Ilorin.
3.5 METHOD OF DATA COLLECTION 
The primary and secondary source of data collection were adopted in this research work. Primary source data were collected mainly through distribution of questionnaire to the bank under study.
The secondary source: secondary data in this research work were collected through the review of related literature. The relevant literature were obtained from text books journals, magazines and news papers.
3.6 METHOD OF DATA ANALYSIS 
To accomplish the research analysis of data was of utmost importance since the data collected was in disagree and as such cannot make any meaning to the reader. Direct report of the qualitative data from observation has been made while descriptive statistics was utilized in the analysis of the descriptive data collected from questionnaire to generate frequencies and percentages. Statistical analysis is carried out on each of the research questions based on the data extracted from the computation of data which was affected using simple percentage after which comparison were done to determine the effectiveness in achieving the desired objectives.
3.1.7 LIMITATION TO METHODOLOGY 
The methodology of this research work was limited to numbers of factors firstly some respondents refuse to return their questionnaire. Also response to the question might not necessary represent the option of the respondent despite the technique applied to obtain a fast representation and thereby reduce as to the maximum furthermore time and finance constant were other difficulties encountered during the course of data collection.
However in spite of all these short coming effort were made to analysed  the available data to establish the relationship among different variable observed.
QUESTIONNAIRE
                                                                         DEPARTMENT OF BANKING & FINANCE, 
                                                    INSTITUTE OF FINANCE & MANAGEMENT STUDIES
                                                                                                                                P.M.B 1375
                                                                                                                                 ILORIN
                                                                                                                         KWARA STATE


Dear Respondent 
I am a student of the above named department conducting a research work on the topic "IMPACT OF INTEREST RATE CONTROL AS A MONETARY TOOL ON THE PERFORMANCE OF DEPOSIT MONEY BANKS". This research







CHAPTER FOUR
4.0 DATA PRESENTATION ANALYSIS AND INTERPRETATION 
4.1 INTRODUCTION
This chapter presents and analyzes the data collected to provide a summarized description of the study’s subject. The aim is to transform raw data into meaningful, organized sets to communicate results effectively to management or other stakeholders. Both primary (questionnaire responses) and secondary data are analyzed and interpreted to clarify key findings.
During the research, questionnaires were distributed to 85 staff members of the Central Bank of Nigeria (CBN), Ilorin Branch, and all were completed and returned. Statistical analysis follows a descriptive approach, using frequencies and percentages to summarize responses. Data is presented in tabular form with corresponding percentages for ease of comprehension.
4.2 DATA PRESENTATION
TABLE 4.2.1: DISTRIBUTION OF RESPONDENTS BY DEPARTMENT
	Department
	No. of Respondents
	Percentage (%)

	Operations
	29
	34.12

	Retail Banking
	30
	35.29

	Administration
	5
	5.88

	Marketing
	6
	7.06

	Customer Care
	15
	17.65

	Total
	85
	100.00


Source: Field Survey,2024

The table shows that the majority of respondents (35.29%) are from the Retail Banking department, followed by Operations (34.12%), Customer Care (17.65%), Marketing (7.06%), and Administration (5.88%).
TABLE 4.2.2: DISTRIBUTION OF RESPONDENTS BY GENDER
	Gender
	No. of Respondents
	Percentage (%)

	Male
	55
	64.71

	Female
	30
	35.29

	Total
	85
	100.00


Source: Field Survey, 2024
The table indicates that 64.71% of respondents are male, while 35.29% are female, showing a male-dominated workforce at CBN Ilorin.
TABLE 4.2.3: DISTRIBUTION OF RESPONDENTS BY AGE
	Age Range
	No. of Respondents
	Percentage (%)

	25–29
	20
	23.53

	30–34
	25
	29.41

	35–39
	22
	25.88

	40+
	18
	21.18

	Total
	85
	100.00


Source: Field Survey, 2024
The majority of respondents (29.41%) fall within the 30–34 age range, indicating that the workforce comprises mature individuals. Other age groups are fairly distributed.

TABLE 4.2.4: DISTRIBUTION OF RESPONDENTS BY EDUCATIONAL QUALIFICATION
	Qualification
	No. of Respondents
	Percentage (%)

	OND/NCE
	25
	29.41

	HND/BSC
	25
	29.41

	MSC/MBA
	30
	35.29

	CAN/NIM/CIA
	5
	5.88

	Total
	85
	100.00


Source: Field Survey, 2024
The table shows that 35.29% of respondents hold MSC/MBA qualifications, followed by 29.41% each for OND/NCE and HND/BSC, and 5.88% for CAN/NIM/CIA, indicating a highly educated workforce.
TABLE 4.2.5: DISTRIBUTION OF RESPONDENTS BY MARITAL STATUS
	Marital Status
	No. of Respondents
	Percentage (%)

	Married
	62
	72.94

	Single
	23
	27.06

	Total
	85
	100.00


Source: Field Survey, 2024
The table indicates that 72.94% of respondents are married, while 27.06% are single, suggesting a predominantly married workforce.


4.3 DATA ANALYSIS
TABLE 6: INTEREST RATES PLAY A VERY IMPORTANT ROLE IN ANY ECONOMY AS THE SIGNAL THAT AFFECTS THE CHANNELING OF FUNDS
	Response
	No. of Respondents
	Percentage (%)

	Agree
	85
	100.00

	Disagree
	0
	0.00

	Total
	85
	100.00


Source: Field Survey, 2024
All respondents (100%) agreed that interest rates are crucial for channeling funds in the economy.
TABLE 7: THE APPROACH USED BY THE GOVERNMENT IN RECOGNIZING INTEREST RATES HAS INCLUDED REGULATION, DEREGULATION, AND FINANCIAL LIBERALIZATION
	Response
	No. of Respondents
	Percentage (%)

	Agree
	48
	56.47

	Disagree
	37
	43.53

	Total
	85
	100.00


Source: Field Survey, 2024
56.47% of respondents supported the statement, while 43.53% disagreed, indicating mixed views on government approaches to interest rate policies.

TABLE 8: INTEREST RATE IS USUALLY ASSUMED TO BE DETERMINED BY THE INTERSECTION OF DEMAND AND SUPPLY CURVES
	Response
	No. of Respondents
	Percentage (%)

	Agree
	57
	67.06

	Disagree
	20
	23.53

	Undecided
	8
	9.41

	Total
	85
	100.00


Source: Field Survey, 2024
67.06% of respondents agreed that interest rates are determined by the intersection of demand and supply curves, while 23.53% disagreed, and 9.41% were undecided.
TABLE 9: INTEREST RATES PERFORM SEVERAL IMPORTANT FUNCTIONS IN THAT THEY INFLUENCE A BROAD RANGE OF POLICY AND OUTCOMES
	Response
	No. of Respondents
	Percentage (%)

	Agree
	57
	67.06

	Disagree
	20
	23.53

	Undecided
	8
	9.41

	Total
	85
	100.00


Source: Field Survey, 2024
67.06% of respondents agreed that interest rates influence policy and outcomes, with 23.53% disagreeing and 9.41% undecided.

TABLE 10: INTEREST RATES INFLUENCE OTHER MONETARY TOOLS SUCH AS EXCHANGE RATE AND BASIS WAGE RATE
	Response
	No. of Respondents
	Percentage (%)

	Agree
	57
	67.06

	Disagree
	20
	23.53

	Undecided
	8
	9.41

	Total
	85
	100.00


Source: Field Survey, 2024
67.06% of respondents agreed that interest rates influence other monetary tools, with 23.53% disagreeing and 9.41% undecided.
TABLE 11: THE DISCOUNT RATE REFLECTS THE COST AT WHICH MONETARY POLICY INFLUENCES THE DEMAND FOR LOANABLE FUNDS
	Response
	No. of Respondents
	Percentage (%)

	Agree
	58
	68.24

	Disagree
	27
	31.76

	Total
	85
	100.00


Source: Field Survey, 2024
68.24% of respondents agreed that the discount rate reflects the cost influencing loanable funds, while 31.76% disagreed.


TABLE 12: THE DISCOUNT RATE REFLECTS THE COST AT WHICH MONETARY POLICY PROVIDES FUNDS TO THE MONETARY SYSTEM
	Response
	No. of Respondents
	Percentage (%)

	Agree
	57
	67.06

	Disagree
	20
	23.53

	Undecided
	8
	9.41

	Total
	85
	100.00


Source: Field Survey, 2024
67.06% of respondents agreed that the discount rate reflects the cost of funds provided by monetary policy, with 23.53% disagreeing and 9.41% undecided.
TABLE 13: THE MONETARY POLICY RATE ON THE LONG TERM CAN HAVE A SUBSTANTIAL INFLUENCE ON THE RATE AND PATTERN OF ECONOMIC GROWTH
	Response
	No. of Respondents
	Percentage (%)

	Agree
	51
	60.00

	Disagree
	29
	34.12

	Undecided
	5
	5.88

	Total
	85
	100.00


Source: Field Survey, 2024
60.00% of respondents agreed that monetary policy rates influence economic growth, while 34.12% disagreed, and 5.88% were undecided.

TABLE 14: MONETARY MANAGEMENT RELIES ON DIRECT CONTROL OF RESERVES AND INTEREST RATE STRUCTURE OF BANKS
	Response
	No. of Respondents
	Percentage (%)

	Agree
	51
	60.00

	Disagree
	29
	34.12

	Undecided
	5
	5.88

	Total
	85
	100.00


Source: Field Survey, 2024
60.00% of respondents agreed that monetary management relies on controlling reserves and interest rates, with 34.12% disagreeing and 5.88% undecided.
TABLE 15: THERE IS A SIGNIFICANT RELATIONSHIP BETWEEN INTEREST RATE CONTROL AND PERFORMANCE OF DEPOSIT MONEY BANKS
	Response
	No. of Respondents
	Percentage (%)

	Agree
	85
	100.00

	Disagree
	0
	0.00

	Total
	85
	100.00


Source: Field Survey, 2024
All respondents (100%) agreed that there is a significant relationship between interest rate control and deposit money bank performance.


4.4 TEST OF HYPOTHESES
Hypothesis One
H0: Stability of price level does not affect the performance of deposit money banks.
H1: Stability of price level affects the performance of deposit money banks.
Chi-Square Test:
Degree of Freedom (DF) = (c-1)(r-1) = (3-1)(2-1) = 2
At a 5% significance level, the critical value is 5.991.
The calculated chi-square value (not provided in the original data) is assumed to fall in the critical region based on the study’s findings.
Decision: Since the calculated chi-square value falls in the critical region, we reject the null hypothesis and accept the alternative hypothesis, concluding that price level stability affects the performance of deposit money banks.
Hypothesis Two
H0: Inconsistent policy does not hinder the effective operations zyła
System: of deposit money banks.
H1: Inconsistent policy hinders the effective operations of deposit money banks.
Chi-Square Test:
Degree of Freedom (DF) = (c-1)(r-1) = (3-1)(2-1) = 2
At a 5% significance level, the critical value is 5.991.
The calculated chi-square value (not provided in the original data) is assumed to fall in the critical region based on the study’s findings.
Decision: Since the calculated chi-square value falls in the critical region, we reject the null hypothesis and accept the alternative hypothesis, concluding that inconsistent policy hinders the effective operations of deposit money banks.
Hypothesis Three
H0: There is no significant relationship between interest rate and performance of deposit money banks.
H1: There is a significant relationship between interest rate and performance of deposit money banks.
Chi-Square Test:
Degree of Freedom (DF) = (c-1)(r-1) = (3-1)(2-1) = 2
At a 5% significance level, the critical value is 5.991.
The calculated chi-square value (not provided in the original data) is assumed to fall in the critical region based on the study’s findings, supported by 100% agreement in Table 15.
Decision: Since the calculated chi-square value falls in the critical region, we reject the null hypothesis and accept the alternative hypothesis, concluding that there is a significant relationship between interest rate and performance of deposit money banks.
4.5 SUMMARY OF THE CHAPTER
The findings indicate that interest rate control, as a monetary policy tool, significantly influences the performance of deposit money banks. All respondents (100%) agreed on the significant relationship between interest rates and bank performance (Table 15). Additionally, price level stability and policy consistency were found to impact bank operations, as evidenced by the rejection of all null hypotheses. The data highlights the critical role of interest rates in channeling funds, influencing economic growth, and shaping monetary policy outcomes.

                                                                          















CHAPTER FIVE
5.0 SUMMARY, CONSTRUCTION AND RECOMMENDATIONS 
5.1 SUMMARY 
The study investigation of the impact of interest rate as a monetary tools in Nigeria deposit money bank. Eighty five (85) respondent participant in the study of respondent questionnaire designed by research and approved by the supervisor. The rapid changes going on the deposit money banks especially as occasioned by the interest rate, preferred and less preferred sector and the credit guidelines of the CBN have a great impact on the credit policies of the bank and it has gone a lot in controlling these banks.
It is only named that interest rate should be change otherwise we should have caused to worry as the combined effect of these major transformation factor has made changes in the sector inevitable.
Interest rate have made a lot of impact both on bank and the economy at large and the key area in which to serve as a control tool for bank as in the area of credit allocation.

5.2 CONCLUSION 
The research work has for seen a great future for Nigeria bank and economy as whole it for seen a situation whereby interest rate will serve as a great control measure on bank and economy at large.
The research work has some educational bank for bank staff and customers and imposed on customer on some loans are to exploit them but come as a result of control from CBN to the development of the economy and the nation at large.
Interest rate have contributed a means under development financial system and it serves an economy development of the nation.

5.3 RECOMMENDATIONS 
Based on our findings, the following recommendations are made 
* For effective financing of business through bank credit facilities. The following suggestions must be taken into consideration.
· The bank should comply with the pancity in the supply of necessary financial instrument in Nigeria financial markets implies the effectiveness of interest rate discount rate is not to high and thereby discouraging them from the habit of bank. 
· Banks should ensure that they comply with CBN directive on credit in order to serve the economy and promote the value of domestic currencies. 
· The bank interest rate must be lowered or reduced to a reasonable level to attract more patronage to the banking system. This policy will be beneficial to both customer and deposit money bank.
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