
CHAPTER ONE
INTRODUCTION
1.1 Background of the Study 
Liquidity management plays a vital role within the correct functioning of any economy, notably once it involves maintaining a country's interest and inflation rates. Liquidity management strategy, as a significant economic stabilization tool, entails the steps designed to manage and monitor the number, value offer, and path of cash and credit in an economy so as to attain sure specific economics policy objectives.
 The first aim of liquidity management is to make sure that the availability of cash is at A level that's according to the financial gain growth target yet as guaranteeing non-inflationary growth. As a result, the pursuit of rate of interest stability covers all of the most important areas during which banks can contribute to the country's economics environment's stability. Liquidity management is thus a core daily method requiring establishments to watch and project money flows to make sure that adequate liquidity is often maintained to satisfy their obligations as they arise. The availability of maintaining adequate liquidity continually to meets customer’s obligation in a necessary feature of banking.
In Nigeria, liquidity management policy aims at implementing finance programing approaches that contains an implicit inflation target and external resources according to the expansion of real economic activities and growth of cash offer from that the economy’s sponge like capability for domestic credit comes. From historical perspective, it's been determined that absence of official liquidity management has resulted into economic crises once cash was either an excessive amount of or too scarce. Consistent with classical economists, with financial condition level of output, a rise in pecuniary resource can result in excess demand, therefore increasing the demand for merchandise and services and this results in a rise normally price- level. They believe that the connection between money supply and value - level is directly proportional and inflation could be a financial development. 
Liquidity management is that the maintenance of stable interest and rate of inflation within the economy, maintenance of a stable balance of payment yet as a reasonably sturdy rate of growth within the gross domestic product (GDP). though a zero rate of inflation could also be unachievable, notwithstanding, one-digit rate of inflation will be achieved on Associate in Nursing annual basis. Indeed, these objectives and different liquidity management targets haven't been achieved on a sustained basis in Nigerian economy. Economics variables like rate of interest has the capability of increasing or acquiring bank disposition behavior through the banking disposition channel viz a viz the money offer. Poor economic performance has the flexibility of jeopardizing banking deposit mobilization and credit allocation within the economy which may have an effect on negatively the bank performance (Alaba, 2002).  
 Government has been round-faced with loads of problem and controversies in their quest to eradicate these issues. These controversies to date vary from: poor implementation of those policies, dishonesty on a part of some financial and governments’ officers, wrong use of instrument prescription (fiscal and financial policy), lack of awareness on a part of policy implementers of the effectiveness of those instruments within the action of specific targets.

1.2 Statement of the problem
  The recent crisis within the world national economy has unveiled some inadequacies within the liquidity management of economic establishments. monetary establishments like banks square measure seen because the backbone of the economic system, providing capital for infrastructure, innovation, employment generation and economic development (Edem, 2017). The basic role played by banks within the economy doesn't solely have an effect on the defrayment by individual customers however conjointly the final growth of the trade. throughout the last crisis, several banks ran out of liquidity, some banks raised funds at an oversized discount so as to satisfy up with high of demand for pressing money as liquidity markets were equally frozen. several monetary and non-financial establishments had to revise their company governance policies to accommodate market and liquidity risk exposures. Equity costs, interchange rates, artefact costs, rate of interest and credit unfold had negative impact on the performance of banks as their returns on investment and net-worth fell hugely. loads of assets were debased and a few banks hardly meet their obligations as and once due or discharge at high value. This influenced the bank’s capability to stimulate productive economy proved in gradual decline of gross domestic product. this can be why liquidity problems have continually been a priority of all the nation’s stakeholders, as a result of no sector of the economy will survive while not sufficient funds. The availability of maintaining adequate liquidity continually to meets customer’s obligation is a necessary feature of banking.
Therefore, banks should make sure that adequate provision of money and different close to cash securities is formed obtainable to satisfy daily withdrawals obligations and new loan demands by customers in would like of liquidity. it's during this regard that banks in Nigeria square measure statutorily needed to accommodates the money Reserve demand (CRR) policy of the financial organization of Nigeria (CBN) yet as different restrictive measures of effectively managing their liquidity positions. The institutional framework for the implementation of liquidity management is thru financial and financial policies. Liquidity and bank performance are key factors in decisive the survival, growth, property and performance of a banking industry. Mistakes in liquidity coming up with and implementation will have an effect on banking operations and would possibly exhibit long run effect on the economy. 
The recent turmoil within the international national economy has disclosed some deficiencies in liquidity management of the monetary establishments. monetary establishments like banks square measure seen because the backbone of economic system, providing capital for infrastructure, innovation, job creation and overall development. the basic role vie by banks within the society doesn't solely have an effect on the defrayment by individual customers however conjointly the final growth of the trade. throughout the last crisis several banks ran out of liquidity, some raised funds at an oversized discount so as to satisfy up with high of demand for pressing money. Liquidity markets were frozen. several monetary and non-financial establishments had to go back their company governance policies to accommodate market and liquidity risk exposures. Equity costs, interchange rate, artefact costs, rate of interest and credit unfold exhibited negative impacts on bank performance as returns on investment and net-worth of the companies fell drastically. loads of assets were debased and a few banks hardly meet their obligations as and once due or discharge them at steep value. This influenced the bank’s ability in stimulating productive economy proved in gradual falling in real Gross Domestic Product. this can be why liquidity problems have continually been a priority of all the nation’s stakeholders across the world, as a result of no sector of the economy will succeed while not sufficient funds. Over the years, exactly since 1958, the financial organization of Nigeria has developed wonderful policy drives for a revision of the economic system in Nigeria for sustained economic process. 
Deposit cash banks became an awfully necessary institution inside the economic system because it helps in facilitating the movement of economic assets that square measure less desirable to a lot of fascinating public UN agency needs them. Associate in Nursing adequate monetary intervention desires the eye and focus of the bank management to reconcile the profit and liquidity perplexity, that square measure the 2 conflicting objectives of the deposit cash banks. These objectives square measure parallel within the sense that a trial for a bank to realize higher profit will destroy its liquidity and financial condition position (Eljelly, 2004).
1.3 Objective of the Study
The main objective of the study is to examine the impact of macroeconomic variables on the liquidity management of Nigeria banks. While the specific objectives are: 
1. to study the relationship between inflation rate and liquidity ratio of deposit money banks.
2. to investigate the relationship between interest rate and liquidity ratio of deposit money banks.
3. to examine the relationship between exchange rate and liquidity ratio of deposit money banks.
1.4 Research Questions
1.   What is the extent of relationship between inflation rate and liquidity ratio of deposit money banks?
1. What is the relationship between interest rate (Monetary Policy rates) and liquidity ratio of deposit money banks?
2. What is the extent of the relationship between exchange rate and liquidity ratio of deposit money banks?
1.5 Research Hypothesis
The hypothesis tested in this study stated in the null form are:
H01: There is no significant relationship between inflation rate and liquidity ratio of deposit money banks.
H02:  There is no significant relationship between interest rate and liquidity ratio of deposit money banks.
H03: There is no significant relationship between exchange rate and liquidity ratio of deposit money banks.
1.6 Significance of the Study
    The significance of the study cannot be over-emphasized because appropriate macroeconomic variables will affect efficient liquidity management and hence economic growth in the country. The study will help in establishing the extent to which liquidity management has both reduced or increased inflation in Nigeria and how effective it would be as an instrument of economic policy. A study of this nature will reveal the role of liquidity management in maintaining macroeconomic price and interest rate stability in Nigeria. Also the study aimed at understanding the impact of inflation rate on the Nigeria economy. The study will serve as a base for future policy formulators. It would also serve as a reference point to students and other researchers in this field.
1.7 Scope of the Study
 This study is will investigate the impact of macroeconomic variables on the liquidity management of Nigerian deposit money banks. The macroeconomic variables used are interest rate, inflation rate and exchange rate while liquidity ratio is used as a proxy for liquidity management. The study concentrated on five banks namely: Zenith Bank, United Bank for Africa, Guaranty trust Bank, Access Bank, First Bank of Nigeria. In addition, the study covered a ten-year period spanning 2011-2020.
1.8 Limitation of the Study
 This study is based on the use of secondary data which are usually characterized by data inadequacies. Other constraint is cost involved in getting the data from available sources such as the internet and other necessary materials to be used in the course of the study.

1.9 DEFINITION OF TERMS
 Macroeconomic variables: Macroeconomics deals with the performance, structure, and behavior of the entire economy, it’s also the branch of economics that deals with the structure, performance, behavior, and decision-making of the whole, or aggregate, economy.       
Liquidity management: Liquidity is the ability of a bank to meet obligations as they become due, without incurring unacceptable losses while effective liquidity risk management helps ensure a bank's ability to meet cash flow obligations, which are uncertain as they are affected by external events and another agents' behavior.
 Deposit money bank:  Deposit money bank refers to an institution that accepts deposits from customers provides loans to customers/clients and acts in compliance with the directives given by the Central Bank of Nigeria.
 Inflation rate: is the percentage increase or decrease in prices during a specified period, usually a month or year. The percentage tells you how quickly prices rose during the period
Liquidity ratio: This is a type of financial ratio used to determine a company’s ability to pay its short-term debt obligations.
 Interest rate: An interest rate is the amount of interest due per period, as a proportion of the amount lent, deposited or borrowed (called the principal sum).
 Exchange rate: An exchange rate is the rate at which one national currency will be exchanged for another.
               
             



















CHAPTER TWO
LITERATURE REVIEW
2.0 Preamble
The key concepts in this study which need clarification for better understanding and smooth presentation of issues are discussed in this section
2.1 Conceptual Review
The following concepts were reviewed in the course of the study
2.1.1 Bank liquidity
Bank liquidity is outlined because the ability of the bank to confirm the supply of funds to fulfill monetary commitments or maturing obligations at an inexpensive value the least bit times. in other words, bank liquidity means that a bank having cash wherever they have it notably to satisfy the withdrawal desires of the purchasers. Agbada and Osuji (2013) outlined bank liquidity because the ability of the bank to take care of decent funds to acquire its maturing obligations. it's the bank’s ability to instantly meet money, cheques, different withdrawals obligations and legit new loan demand whereas permanent by existing reserve needs. Bank assets are composed of money and bank balances, debtors and marketable securities. Generally, banks attempt to strike a balance between gain and liquidity (Niresh, 2012). 
In context of this analysis work bank liquidity refers to those assets which will be simply born-again to take advantage order to fulfill the day to day money demand of depositors. The survival of deposit cash banks depends greatly on however liquid they're since illiquidity being a symbol of at hand distress will simply erode the boldness of the general public within the banking sector.
The provision of decent liquidity to customers the least bit times is a necessary feature of banking. to attain this goal, banks make sure that decent provision of money| and different close to cash securities are created obtainable to fulfill withdrawal obligations and new loan demand by customers in would like of liquidity. For this reason, banks in Federal Republic of Nigeria are statutorily needed to adjust to the money Reserve demand (CRR) policy of the financial institution of Nigeria. 
2.1.2 Liquidity management
Liquidity management refers to the look associated management necessary to confirm that the organization maintains enough assets either as an obligation to the purchasers of the organization therefore on meet some obligations related survival of the business or as a live to stick to the financial policies of the financial institution.
Liquidity management outlined by Central banks because the framework, set of instruments, and therefore the rules that the financial authority follows in managing general liquidity, per the final word goals of financial policy (Bhattacharyya and Sahoo, 2011). during this regard, central banks modulate liquidity conditions by variable each the extent of short-run interest rates and influencing the provision of bank reserves within the interbank market. Effective liquidity management could be a key issue that helps sustain bank profits and at the same time keeps the banking establishment and therefore the national economy usually from illiquidity. Managing liquidity is so a core daily method requiring bank managers to watch and project money flows to confirm that adequate liquidity is maintained the least bit times. For this reason, banks in Federal Republic of Nigeria are statutorily needed to adjust to the money Reserve demand (CRR) policy of the financial institution of Nigeria (CBN) as a method of effectively managing the liquidity positions of banks. As a matter of reality, the primary strategy to liquidity management in African country is compliance with this statutory reserve demand and liquidity ratios as stipulated by the CBN. different strategic measures recently used by the CBN to boost industry liquidity and stability and a gentle flow of credit to the sector of the economy embody the availability of guarantee on interbank transactions. 
In this study, liquidity management refers to policy tips by the CBN to confirm, maintain and sustain adequate liquidity level in deposit cash banks. Liquidity management helps an advertisement bank to take care of stability in operations and earnings by serving as a guide to investment portfolio packaging and management. Effective liquidity management is a veritable tool through that business banks maintain the statutory needs of the financial institution because it affects the proportion of deposits to assets and deposits to loans and advances. Liquidity management reduces the incidence of bankruptcy and liquidation which might be the later impact of illiquidity or financial condition, and facilitate them to attain some margin of safety for his or her customers’ deposits. In different words, adequate liquidity helps to get and sustain public confidence of the depositors and therefore the monetary markets. If the monetary market perceives a bank to possess liquidity issues, the bank could realize it tough to boost any funds except at a premium. Liquidity management assists business banks in commerce off between risk and return; and liquidity and gain. Liquidity management additionally is a tool through that business banks avoid over liquidity and under-liquidity and their consequences.
The preceding definitions reveal that liquidity magnitude relation (LQ), loan-to-deposit magnitude relation (LD), money reserve magnitude relation (CRR), and financial policy rate (MPR) are classified as indicators of liquidity management.

2.1.3 Banks performance
Abaenewe, Ogbulu and Ndugbu (2013) outlined bank performance because the ability of a bank to appreciate its preset objectives among a given amount of your time. what is more, rose (2001) noted that a good analysis of any bank’s performance ought to begin by evaluating whether or not it's been able to reach the objectives set by its management and shareholders. Certainly, several banks have their own distinctive objectives. Some would like to grow quicker and reach some long-range growth objectives, whereas others like quiet life, minimizing risk and transference the image of a sound bank, however with modest rewards to their shareholders (Rose, 2001).
 Banks performance over the years has been measured in varied terms. in step with Rose (2001), these performance measures very well over time and from one banking market to a different. Nikolai & Bazley (1997) posit that the number of lucre earned in reference to total assets is a sign of however with efficiency an organization uses its economic resources.
This study views banks performance because the manner in which the resources of a bank are utilized in a type which permits it to attain its objectives. because the banking sector is taken into account a significant section of a contemporary economy, its potency is of important importance. so as to confirm a healthy national economy associated an economical economy, banks should be rigorously evaluated and analyzed. during this study, we tend to shall use bank total assets and bank credit to the economy as indicators or measures of bank performance.
The link between banks performance and liquidity management is of the notion that economical liquidity management can result in persistent liquidity. this may successively result to associate improved performance of deposit cash banks. In different words, once liquidity management improves, banks liquidity will improve, that then result to improvement within the performance of deposit cash banks.
2.2 Theoretical Review
Commercial bank investment policy emerges from an easy application of the speculation of portfolio management to the actual circumstances of business banks. Portfolio management refers to the prudent management of a bank’s assets and liabilities so as to seek some optimum combination of financial gain, liquidity, and safety. Therefore, the subsequent theories area unit wont to analyze liquidity management.
2.2.1 The Real Bills doctrine
The real bills doctrine or the bank loan theory states that a poster bank ought to advance solely short self-liquidating productive loans to business companies. Self-liquidating loans area unit those that area unit meant to finance the assembly, and movement of products through the consecutive stages of production, storage, transportation, and distribution. once such merchandise area unit ultimately oversubscribed, the loans area unit thought of to liquidate themselves mechanically. 
The theory emphases that once industrial banks build solely short term self-liquidating productive loans, the financial organization, in turn, ought to solely lend to the banks on the safety of such short loans. This principle would make sure the correct degree of liquidity for every bank and also the correct finances for the entire economy. The financial organization was expected to extend or decrease bank reserves by rediscounting approved loans. once business swollen and also the desires of trade inflated, banks were able to acquire further reserves by rediscounting bills with the financial organization. once business fell and also the desires of trade declined, the quantity of rediscounting of bills would fall, the provision of bank reserves additionally the} quantity of bank credit and cash would also contract.   
This theory has been subjected to varied criticisms by Dodds (1982) and Nwankwo (1992). From the assorted points of read, the key limitation is that the speculation is inconsistent with the strain of economic development particularly for developing countries since it excludes future loans that area unit the engine of growth. the speculation additionally emphasizes the maturity structure of bank assets (loan and investments) and not essentially the marketability or the shiftability of the assets. Also, the speculation assumes that compensation from the self-liquidating assets of the bank would be enough to produce for liquidity. This ignores the actual fact that seasonal deposit withdrawals and meeting credit request might have an effect on the liquidity position adversely. Moreover, the speculation fails to replicate within the traditional stability of demand deposits within the liquidity thought.
In general, real bills school of thought suffers from the subsequent defects;
(i) If a bank refuses to grant a recent loan until the previous loan is repaid, the unsuccessful receiver can need to cut back production which can adversely have an effect on endeavour. If all the banks follow an equivalent rule, this might result in reduction within the finances and costs within the economy. This may, in turn, build it not possible for existing debtors to repay their loan in time.
(ii) The school of thought assumes that loans area unit self-liquidating underneath traditional economic conditions. If there's depression, production and trade suffer and also the soul won't be able to repay the debt at maturity.
(iii) This school of thought neglects the actual fact that the liquidity of a bank depends on the saleability of its quick assets and not on real trade bills.
(iv) the essential defect of the speculation is that no loan is in itself mechanically self-liquidating. A loan to a distributor to buy inventories isn't self-liquidating if the inventories aren't oversubscribed to customers and stay with the distributor.
(v) This theory is predicated on the “needs of trade” that associate degreey|isn't any} longer accepted as an adequate criterion for control this sort of bank credit.
2.2.2	The Shiftability Theory
The shiftability theory of bank liquidity was propounded by Moulton (1915) who declared that if the industrial banks maintain a considerable quantity of assets which will be shifted on to the opposite banks for money while not material loss just in case essentially, then there's no ought to have confidence maturities. This theory posits that a bank’s liquidity is maintained if it holds assets that would be shifted or oversubscribed to different lenders or investors for money. now of read contends that a bank’s liquidity may be increased if it continually has plus to sell and provided the financial organization and also the discount Market stands able to purchase the asset offered for discount. so this theory acknowledges and contends that shiftability, marketability or interchangeableness of a bank's assets may be a basis for guaranteeing liquidity. in line with this read, associate plus to be dead shiftable should be directly transferable while not financial loss once the necessity for liquidity arises. this is often notably applicable to short market investments like treasury bills and bill of exchange which may be directly oversubscribed whenever it's necessary to lift funds by banks. however, in an exceedingly general crisis once all banks area unit in would like of liquidity, the shiftability theory needs that each one banks ought to possess such assets which may be shifted on to the financial organization that is that the loaner of the expedient. However, the shiftability theory has the subsequent weaknesses;
(i) Mere shiftability of assets doesn't give liquidity to the banking industry. It entirely depends upon the economic circumstances.
(ii) one bank could have shiftable assets in enough quantities however if it tries to sell them once there's a run on the bank, it's going to adversely have an effect on the whole banking industry.
(iii) If all the banks at the same time begin shifting their assets, it'd have fatal effects on each the lenders and borrowers.
2.2.3 The Anticipated Income Theory
The anticipated income theory was developed by Prochnow in 1944 on the premise of the follow of extending term loans by the America industrial banks. in line with this theory, no matter the character and character of a borrower’s business, the bank plans the liquidation of the term-loan from the anticipated financial gain of the receiver. A term-loan is for a amount exceptional one year and lengthening to but 5 years. it's granted against the hypothecation of machinery, stock and even stabile property. The bank puts restrictions on the money activities of the receiver whereas granting this loan. At the time of granting a loan, the bank takes into thought not solely the safety however the anticipated earnings of the receiver. so a loan by the bank gets repaid out of the longer term financial gain of the receiver in installments, rather than in an exceedingly payment at the maturity of the loan. This theory holds that a bank’s liquidity are often managed through the correct phasing and structuring of the loan commitments created by a bank to the shoppers. Here the liquidity is often planned if the regular loan payments by a client area unit supported the longer term of the receiver. in line with Nzotta (1997) the speculation emphasizes the earning potential and also the credit good of a receiver because the final guarantee for guaranteeing adequate liquidity. Nwankwo (1991) posits that the speculation points to the movement towards self-liquidating commitments by banks.
Liquidity is assured to the bank once the receiver saves and repays the loan frequently in instalments. It satisfies the protection principle as a result of the bank grants a loan not solely on the premise of a decent security however additionally on the power of the receiver to repay the loan. The bank will use its excess reserves in granting term-loan and is assured of a daily financial gain. The term-loan is very useful for the businessmen that gets funds for medium-terms. the speculation fails to satisfy emergency money desires. compensation of loans in instalments to the bank little doubt provides a daily stream of liquidity, however they fail to satisfy emergency money desires of the loaner bank.
2.2.4	The Liabilities Management Theory
According to this theory, there's no would like for banks to grant self-liquidating loans and keep quick assets as a result of they will borrow reserve cash within the securities industry just in case of would like. A bank will acquire reserves by making further liabilities against itself from completely different sources. These sources embody the supplying of your time certificates of deposit, borrowing from different industrial banks, borrowing from financial organization, raising of capital funds by supplying shares, and by tilling back of profits. 
a. Time Certificates of Deposits: These area units the principal supply of reserve cash for a poster bank within the USA. Time certificates of deposits area unit of various maturities starting from ninety days to but twelve months. they're negotiated within the securities industry. therefore, a bank will have access to liquidity by marketing them within the securities industry. 
b. Borrowing from different industrial Bank: A bank could produce further liabilities by borrowing from different banks having excess reserves. however, such borrowings area unit just for an awfully short length, for on a daily basis or week at the foremost. The rate of interest of such borrowings depends upon the prevailing rate within the securities industry. However, borrowings from different banks area unit solely doable throughout traditional economic conditions.
c. Borrowing from the Central Bank: Banks additionally produce liabilities on themselves by borrowing from the financial organization of the country. They borrow to satisfy their liquidity desires for brief term and by discounting bills from different the financial organization.
d. tilling Bank Profits: Another supply of liquid funds for a poster bank is that the tilling back of its profits. however what quantity it will get from this supply can rely upon its rate of profit and its dividend policy. 
The management of liquidity doesn't rely upon a specific theory however rather hybrids of theories area unit typically used to get optimality. so this study adopts the higher than liquidity management theories.
2.2.5 Business cycle Theory 
The theory of business cycle Schumpeter (1939) indicates the method of economic amendment or evolution that consists of 2 distinct phases, “prosperity” and “recession”. One underneath that the impulse of entrepreneurial activity, attracts off from associate equilibrium position, and also the second of that it attracts toward another equilibrium position. Schumpeter calls those fluctuations/cyclical processes in economic life variation. Schumpeter shows the mediator role of economic sector between people who save and invest, through a method remarked credit creation by bank funding that results in economic process and development. The impact of this method results in profit and loss generation by the loaner and also the receiver. in line with Bikker and Hu (2002), certain macroeconomics variables generally show distinctive pattern of boom and recession in an exceedingly variation. A crisis is alleged to occur at the height of enlargement once growth in real GDP and domestic demand decline resulting in acceleration in inflation. in periods of economic enlargement, firms‟ and their individual sectors profits will increase, plus costs rises combination sectoral demand for credit facilities expands resulting in growth in bank loaning ensuing to inflated interest financial gain. Banks could underestimate their risk exposures, quiet credit standards and cut back provisions for future losses whereas the economy financial obligation rises. because the downswing sets in people, companies and sector gain deteriorates. Decline in gain end in fall of plus costs, non-performing loans, lowers borrower’s money capability, fall employed levels, and depresses the worth of collaterals as secondary suggests that of union debts. Banks‟ risk exposure will increase, and consequently raises the necessity for larger loan provisions and better levels of capital, specifically once it's dearer or just not on the market. this might result in banks reacting by reducing the quantity of loaning, particularly if they need low capital buffers higher than the minimum capital demand, so increasing the results of the economic downswing also as increasing the loaning rates. though variation theory might justify why solely a restricted share of loans from industrial banks has been allotted to agricultural sector it's not complete. the speculation is going to be complemented by up to date banking theory of economic intercession.


2.2.6 The Contemporary Banking 
The contemporary banking theory of financial intermediation postulates that financial intermediaries exist as a result of they will scale back info and dealings prices that arise from the data imbalance that's between the recipient and loaner. Diamond (1984) indicated that money intermediaries are delegated the costly task of monitoring loan contracts of that they scale back the cost through diversification. additional Holmstrom and Tirole (2001) indicated that adverse choice, financial loss and credit parceling because the main themes of latest banking theory. in line with Rhyne (2002) the inequality between the gross prices of borrowing and also the web come on loaning defines the intercessor prices that embody info prices, dealings prices, administration, default prices and operational prices. in line with Dadkhah (2009) money intermediaries additionally assist within the economical functioning of sectors and any factors that have an effect on the quantity of credit channeled through money intermediaries will have important economics effects. This has each money implications to the performance of business banks still as different sectors within the economy. the 2 theories act in several ways in which in respect to fluctuation trends associated on the intervention role that industrial banks play in an economy. associate understanding of economics factors impact on industrial loaning in response to those theories are necessary therein it permits bank managers in creating educated loaning choices.
2.3 Theoretical Framework 
This study is based on the Arbitrage Pricing Theory (APT) proposed by Ross [1985]. Ross [1985] introduced the Arbitrage Pricing Theory (APT) as an alternative to the Capital Asset Pricing Model (CAPM). The APT is a multifactor model that has the potential to overcome CAPM weaknesses: it requires less and more realistic assumptions to be generated by a simple arbitrage argument and its explanatory power is potentially better. The APT permits the researcher to choose whatever factors that provides the best explanation for the data but it cannot explain variation in asset return in terms of a limited number of easily identifiable factors. According to Ross [1985] APT essentially seeks to measure the risk premium attached to various risk factors and attempts to assess whether they are significant and if they are priced into stock market returns. By employing factor analysis, he asserted that there are several systematic factors (industry specific and macroeconomic) that affect the security returns besides a security’s beta, that is, the sensitivity of the individual security to the changes in the market return, such as gross domestic product, inflation and the structure of interest rates and so on, which could affect the firms differently. Therefore, in examining the relationship between bank performances and some selected macroeconomic variables, the APT suffices. This is given that; the APT is based on Multi-factor linear model which permits a combination of factors in determining bank performance. The APT provides ideal theoretical foundations for the study since the study considers selected macroeconomic factors.
2.4 Empirical review
The empirical literature on the determinants of bank performance and the influence of macroeconomic variables on bank performance has attracted several studies, but so far, the empirical evidences have yielded mixed and inconclusive results. In the empirical contribution by Gizycki (2001), based on fixed effect modeling and impulse response function with a focus on Australia, it is reported that macroeconomic variables exert a strong influence on bank’s risk and profitability while Gerlach, Peng, and Shu (2005) in their study based on a confidential supervisory bank-level data set for Hong Kong, reported that a decline in economic growth resulted in an increase in the risk of non-performing loans of banks. A similar study for Singapore by Clair (2004) also reported that banking performance is explained to a large extent by changes in exchange rate, interest rate, aggregate demand and unemployment. In specific terms, it is reported that these variables explain around two thirds of the changes in bank performance.
In a related study, Siregar, Maulana, and Hasanah (2015) documented the effect of macroeconomic indicators such as inflation, production index, exchange rate, crude oil price, Jakarta stock index and Bank Indonesia rate on the performance of state-owned banks. The study employed a Vector Error Correction Model with empirical results reporting that the shock of Bank Indonesia’s rate provided the largest response of most of the bank performance indicators. Simiyu (2015) also investigated the impact of macroeconomic variables on the profitability of commercial banks listed on the Nairobi Securities Exchange. In this study, panel data and fixed effect analysis was employed with empirical results revealing that exchange rates, GDP and interest rates do not significantly influence bank performance. On the contrary, Sheefeeni (2015) reported dissimilar results in that macroeconomic variables were found to significantly influence bank performance in Namibia. In the empirical study by Evans and Kiganda (2014) based on correlation analysis and the OLS technique, it is reported that inflation, GDP and exchange rate did not significantly influence bank profitability in Kenya. This is also in line with the empirical results reported by Kanwal and Nadeem (2013) in that macroeconomic variables had an insignificant impact on the profitability of commercial banks in Pakistan.
In a study based on Kenya, Ongore and Kusa (2013) employed panel data analysis with empirical results reporting that macroeconomic variables did not find significantly impact bank performance. Whilst on the other hand, Combey and Togbenou (2017), reported that inflation, GDP growth and real effective exchange rate significantly impacted bank profitability in Togo. Patrama (2015) also employed the Vector Error Correction Model in a study based on the influence of macroeconomic variables on the performance of Indonesian Islamic banks. Empirical results revealed short term shock of banking performance to fluctuations in macroeconomic variables. In a related study by Carvallo and Pagliacci (2014) based on the Venezuela banking industry, it was found that rising interest rate and domestic currency appreciation contributed to banking sector instability. The empirical study by Ongeri (2014) also found that macroeconomic variables significantly impacted bank performance in Kenya. While Festic and Beko (2008) reported that GDP growth influences bank performance positively in Togo.
Saeed (2015) also made an empirical contribution to the literature on the impact of industry-specific, bank-specific and macroeconomic variables on bank profitability in the UK. The study was based on data from 73 UK banks. Empirical results based on correlation and regression analyses revealed that inflation and GDP growth had a negative impact on bank profitability while loan, deposits, bank size, capital ratio, interest rate and liquidity had a positive impact on ROA and ROE. Gikombo and Mbugua (2018) also examined the impact of macroeconomic variables on the performance of 44 listed commercial banks in Kenya. From the empirical results, it is concluded that the profitability of commercial banks is affected most by the GDP while interest rate significantly influenced the return on assets and return measures of profitability.
Several studies have also documented the impact of macroeconomic variables on bank performance in Nigeria. However, the evidences presented thus far are largely mixed, inconsistent and inconclusive. Olaoye and Olarewaju (2015) in a study based on panel data analysis related macroeconomic variables and bank specific factors to the profitability of Nigerian commercial banks. Empirical results did not reveal any significant relationship among the variables. In a similar study based on Granger Causality tests, Johansen Cointegration tests, multiple regression model and Vector Error Correction Modeling, Akani, Nwanna, and Mbachu (2016) find that macroeconomic variables did not significantly impact bank profitability. Osamwonyi and Micheal (2014) also documented the impact of macroeconomic variables on the profitability of Nigerian listed commercial banks. Results revealed that inflation and interest rate were the key variables influencing banking performance. A similar study was also carried out by Abusomwa (2018). This study employed the Generalized Method of Moments technique based on based on data from 120 bank branches and 2400 bank customers in Nigeria. Empirical results revealed that macroeconomic performance positively influenced the performance of Nigerian banks. In addition, employment status and gender of managers also influenced bank performance.
The empirical study by Baba and Nasieku (2016) also provided empirical evidence on the subject matter. Empirical results revealed that exchange rate, interest rate and unemployment rate influences bank performance negatively in Nigeria. Obamuyi (2013) reported that improved bank capital and interest income and favorable economic condition resulted in an improvement in bank performance. Osuagwu (2014) also provided evidence on the determinants of bank profitability in Nigeria using a panel of selected banks. Results revealed that bank profitability is largely influenced by credit risk as well as other factors related to the internal organization of banks. Although, the literature is replete with empirical studies on Nigeria, results so far are conflicting and the controversies are far from settled. The raging issues and mixed results reported by previous studies necessitates the need to revisit the subject area. We therefore expect that our approach will greatly enrich the literature as well as uncover what macroeconomic variables portend for bank performance in Nigeria.


CHAPTER THREE
METHODOLOGY
3.0	Preamble
This chapter explains the methodology used in the study, it defines research design, the population of the study, sampling technique and size, method of data collection, sample frame, method of data analysis, and the model specification.
3.1	Research design
        This study is going to be adopting ex post facto analysis style. Ex post facto analysis style is commonly use to verify the result of one or a lot of variables mentioned as experimental variable on another variable or variables known as freelance variable(s) style during this study, applied math model is calculable to ascertain the result of economic science variables on the performance of Nigerian banks. This is often to verify the linkages between Nigerian banks’ performance and changes within the economy and therefore the magnitude of the banks’ reactions to such changes.
3.2	Population of the study
A study population may be a cluster of components or people because the case is also, World Health Organization share similar characteristics. These similar options will embody location, gender, age, sex or specific interest. the stress on study population is that it constitutes of people or components that area unit unvaried in description (Udoyen, 2019). The targeted population of these study is the banking sector, specifically the deposit money banks, and there are 22 deposit money banks in Nigeria. 
3.3 Sample Technique
The stratified random sampling technique is adopted for this study. It helps to focus on certain characteristics that are significant to the selected group. Five deposit money banks licensed with international authorization are selected from 22 (twenty-two) deposit money banks in Nigeria.
3.4   Sample Size Determination
A study sample is solely a scientific elect a part of a population that infers its result on the population. In essence, it's that a part of an entire that represents the total and its members share characteristics in like similitude (Udoyen: 2019). The study sample size is 5 deposit money banks namely: Zenith Bank, United Bank for Africa, Guaranty Trust Bank, Access Bank, First Bank of Nigeria that is chosen by simple random technique. additionally, the study coated semi-annual information for a ten-year amount spanning 2011-2020.
3.5    Method of Data Collection
The method used in gathering data for this study is the secondary sources. Financial data of 10 years from secondary sources mainly from Central Bank of Nigeria (CBN) statistical bulletin and semi-annual published audited financial statement reports of each sample banks from year 2011-2020 were used for the study. 
3.6 Method of Data Analysis 
The technique adopted in this study is the ordinary least square method (OLS) of multiple regressions which is well known as best linear unbiased estimator (BLUE). In analyzing data collected to investigate the effect of economic variables on the performance of the banking sector, econometrics instrument such as multiple regression is used. The methodology of ordinary least square technique of model estimation is mostly used in econometric analysis because of its computation simplicity and poses some prominent features like optimal property of parameter estimates such as biasedness, fair in computation when compared with other econometrics techniques and assumed lowest variable property. The data for this study is analyzed with multiple regression analysis using SPSS version 23. 
3.7 Model specification 
Given the objective of the study, the research specified the following models to capture the hypothesized relationship 
Functional Model
LR = F (INF, EXCR, INT) ……………………………………………………………(1)
Where:
LR = Liquidity Ratio
INF= Inflation Rate
EXCR= Exchange Rate
INT= Interest Rate (Minimum Rediscount Rate)
Regression Model
LRit = α0 + α1 X1it+ α2X 2it+α3 X3it+ µit ………………………………………………………………………………  (2)
Where:
µ = stochastic error term
X1= Inflation Rate
X2= Exchange Rate
X3= Interest Rate (Minimum Rediscount rate)
α1, α2, α3, > 0
The error term represents all other variables that influences the dependent variable but which are captured in this regression equation. 












CHAPTER FOUR
DATA ANALYSIS, PRESENTATION AND INTERPRETATION
4.0   Preamble
This chapter is about the statistical analysis used in this study and the supporting interpretation. The statistical analysis was achieved through the use of Multiple Regression analysis.
4.1 Results
The model summary in regression analysis displays the model's predictive power. R is the coefficient of correlation between the dependent variable (observed) and the independent variable(s), the predictor (s). The sign of R denotes the relationship's direction (positive or negative), with values ranging from -1 to 1. The strength of a relationship is indicated by the absolute value of R, with a larger absolute value suggesting a strong association. In regression analysis, the R squared (coefficient of determination) indicates the degree of linear-correlation of variables (fitness of fit). This is the percentage of variation in the dependent variable that the regression model can explain. In other words, it illustrates how much variance in the dependent variable can be explained by the independent variable(s). The sample R squared is a conservative approximation of the model's fit to the population. Only the number of variables in the regression model was modified in the adjusted R square. The standard deviation of the residuals represents the standard error of the estimate.
It seeks to correct R squared to more accurately reflect the model's goodness of fit. It's the R squared value for the number of variables in the regression model adjusted for the number of variables. The standard error of estimates is the difference between the residuals' standard deviation and the standard error of the estimates. The standard error of the estimate lowers as R squared grows. To put it another way, a better match results in less estimate error. It's a good indicator of how accurate the sample statistic's estimate of the population parameter is. The ANOVA table shows the model's overall significance. When the population characteristics (mean and standard deviation) are unknown, the t-test is performed. 
The T-test is based on the t-distribution and is considered an appropriate test for determining the significance of a difference between the means of two samples in the event of a limited sample size and unknown population variance. The F-statistic is calculated by dividing the regression mean square (MSR) by the residual mean square. F-statistics use the significance level of the model to determine whether it is a good match for the data. F-statistics with a significant value indicate that the model is better than average in predicting the dependent variable's outcome value. If the significance value of the F-statistics is smaller than 0.05, the independent variable(s) is significant to explaining the variation in the independent variable and the null hypothesis is accepted.
The standard co-efficient or beta is an attempt to make the regression co-efficient more comparable. It provides a useful way of seeing what impact of changing the explanatory variable by one standard deviation it will have on the independent variable. It is usually equal to the correlation co-efficient between the variables.





Hypothesis 1: The relationship between inflation and Liquidity Ratio

Table 4.1

(a) 
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.057a
	.003
	-.007
	10.10768

	a. Predictors: (Constant), INFLATION RATE



(b) 
	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	32.312
	1
	32.312
	.316
	.575b

	
	Residual
	10012.199
	98
	102.165
	
	

	
	Total
	10044.511
	99
	
	
	

	a. Dependent Variable: LIQUIDITY RATIO

	b. Predictors: (Constant), INFLATION RATE



(c)  
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	52.353
	3.517
	
	14.884
	.000

	
	INFLATION RATE
	-.147
	.261
	-.057
	-.562
	.575

	a. Dependent Variable: LIQUIDITY RATIO



From the regression tables above (Table 4.1 a – c), the model summary result indicated that there is a negative and weak correlation between liquidity ratio and inflation rates in Deposit Money Banks. This is reflected on the value of the co-efficient of the correlation (R) which is 0.057. This value indicates that the strength of the relationship the two variables under study are about 0.06% while other variables in the model are constant. The co-efficient of determination (R2) showed a value of 0.003 which indicates about 3%. This result implies that on the average, a variation in liquidity ratio within the period under review is systematically explained by3% changes in inflation rates. This is also explained by the value of t-statistics = -0.562 and its probability value of 0.575. The probability value is above the benchmark of 0.05 (5%). The decision rule follows that if the t-value and its corresponding p-value is above the 5% level of significance, we accept the null hypothesis of no significant relationship and reject the alternative hypothesis of significant relationship. In this instance, it is above, resulting in accepting the null hypothesis of no significant relationship. In essence, the macroeconomic factor (inflation) although has a negative relationship with the liquidity of deposit money banks in Nigeria, the relationship is not significant.

Hypothesis 2: Relationship between Liquidity ratios of deposit money banks and Exchange rate 

Table 4.2
(a) 
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.130a
	.017
	.007
	10.03849

	a. Predictors: (Constant), EXCHANGE RATE


	
(b) 
	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	168.928
	1
	168.928
	1.676
	.198b

	
	Residual
	9875.583
	98
	100.771
	
	

	
	Total
	10044.511
	99
	
	
	

	a. Dependent Variable: LIQUIDITY RATIO

	b. Predictors: (Constant), EXCHANGE RATE








(c) 
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	53.997
	2.912
	
	18.546
	.000

	
	EXCHANGE RATE
	-.014
	.011
	-.130
	-1.295
	.198

	a. Dependent Variable: LIQUIDITY RATIO


From the regression tables above (Table 4.2 a – c), the model summary result indicated that there is a negative and a weak correlation between liquidity ratio and inflation rates in Deposit Money Banks. This is reflected on the value of the co-efficient of the correlation (R) which is 0.130. This value indicates that the strength of the relationship the two variables under study are about 13% while other variables in the model are constant. The co-efficient of determination (R2) showed a value of 0.017 which indicates about 1.7%. This result implies that on the average, a variation in liquidity ratio within the period under review is systematically explained by 1.7% changes in exchange rates. This is also explained by the value of t-statistics = -1.295 and its probability value of 0.198. The probability value is above the benchmark of 0.05 (5%). The decision rule follow that if the t-value and its corresponding p-value is above the 5% level of significance, we accept the null hypothesis of no significant relationship and reject the alternative hypothesis of significant relationship. In this instance, it is above, resulting in accepting the null hypothesis of no significant relationship. In essence, the macroeconomic factor (exchange rate) although has a negative relationship with the liquidity of deposit money banks in Nigeria, the relationship is not significant.

Hypothesis 3: Relationship between liquidity ratios of deposit money banks and Monetary Policy rate
Table 4.3

(a) 
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.041a
	.002
	-.009
	10.11549

	a. Predictors: (Constant), MONETARY POLICY RATE



(b) 
	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	16.844
	1
	16.844
	.165
	.686b

	
	Residual
	10027.668
	98
	102.323
	
	

	
	Total
	10044.511
	99
	
	
	

	a. Dependent Variable: LIQUIDITY RATIO

	b. Predictors: (Constant), MONETARY POLICY RATE



(c) 
	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	55.650
	12.836
	
	4.336
	.000

	
	MONETARY POLICY RATE
	-.402
	.992
	-.041
	-.406
	.686

	a. Dependent Variable: LIQUIDITY RATIO



From the regression tables above (Table 4.3 a – c), the model summary result indicated that there is a negative and a weak correlation between liquidity ratio and inflation rates in Deposit Money Banks. This is reflected on the value of the co-efficient of the correlation (R) which is 0.041. This value indicates that the strength of the relationship the two variables under study are about 4.1 % while other variables in the model are constant. The co-efficient of determination (R2) showed a value of 0.020 which indicates about 2%. This result implies that on the average, a variation in liquidity ratio within the period under review is systematically explained by 2% changes in Monetary Policy rates. This is also explained by the value of t-statistics = -0.406 and its probability value of 0.686. The probability value is above the benchmark of 0.05 (5%). The decision rule follows that if the t-value and its corresponding p-value is above the 5% level of significance, we accept the null hypothesis of no significant relationship and reject the alternative hypothesis of significant relationship. In this instance, it is above, resulting in accepting the null hypothesis of no significant relationship. In essence, the macroeconomic factor (monetary policy rate) although has a negative relationship with the liquidity of deposit money banks in Nigeria, the relationship is not significant.

Table 4.4: Overall relationship between the dependent variable (Liquidity ratio) and the independent variables (inflation rate, exchange rate and monetary policy rate)
(a) 
	Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.184a
	.034
	.004
	10.05390

	a. Predictors: (Constant), MONETARY POLICY RATE, INFLATION RATE, EXCHANGE RATE


(b) 

	ANOVAa

	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	1
	Regression
	340.751
	3
	113.584
	1.124
	.343b

	
	Residual
	9703.760
	96
	101.081
	
	

	
	Total
	10044.511
	99
	
	
	

	a. Dependent Variable: LIQUIDITY RATIO

	b. Predictors: (Constant), MONETARY POLICY RATE, INFLATION RATE, EXCHANGE RATE




	Coefficientsa

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	T
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	41.663
	16.098
	
	2.588
	.011

	
	INFLATION RATE
	.545
	.532
	.211
	1.026
	.308

	
	EXCHANGE RATE
	-.041
	.024
	-.384
	-1.747
	.084

	
	MONETARY POLICY RATE
	.948
	1.475
	.096
	.643
	.522

	a. Dependent Variable: LIQUIDITY RATIO



From the overall regression tables above, the interaction of the dependent variable and the three independent variables (inflation rate, exchange rate and monetary policy rate) indicate different relationship. The inflation rate showed a positive and insignificant relationship with liquidity ratio, exchange rate showed a negative and significant relationship (at 10%) but insignificant relationship at 5% significant level. The f-statistics value of 1.124 and its corresponding value of 0.343 showed the independent variables jointly do not have a significant relationship or impact on liquidity ratio of deposit money banks in Nigeria. This is because the value is more than the significant benchmark of 5%.

 The overall regression model can be stated as:
LRit = 41.663 + 0.545 (INF)it - 0.041 (EXCR) it+ 0.948 (MPR)it + µit

4.2 Discussion of Results 
     This section of the study discussed the results of the estimation in line with the objectives of the study. There are three specific objectives in this study. 
The first objective is to study the relationship between inflation rate and liquidity ratio of deposit money banks in Nigeria was achieved by regressing the inflation against the liquidity ratio of the deposit money banks. The result revealed that there is no significant relationship between inflation and liquidity ratio. This finding agrees with sheefeeni (2015), Gerlach, Peng, and shu (2005) as well as Kiganda (2014) which concluded that there is no significant relationship existed between inflation rate and liquidity ratio of deposit money banks, but it is contrary to Combey and Togbenou (2017), Simiyu (2015).
The second objective of investigating the relationship between interest rate and liquidity ratio of deposit money banks in Nigeria was achieved by regressing the interest rate against the liquidity ratio of the deposit money banks. The result revealed that there is no significant relationship between interest rate and liquidity ratio. This finding agrees with saeed (2015), olaoye and olarewaju (2015) which concluded that there is no significant relationship between interest rate and liquidity ratio.
The third objective to examine the relationship between exchange rate and liquidity ratio of deposit money banks in Nigeria was achieved by regressing the exchange rate against the liquidity ratio of the deposit money banks. The result revealed that there is no significant relationship between exchange rate and liquidity ratio. This finding agrees to the conclusion reached by kiganda (2014) as well as kanwal and Nadeem (2013).
CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.0 Preamble
 This chapter contains the summary of the research project which includes the purpose and the method of obtaining the results as presented in the study. It contains the conclusion of the findings of the study. Lastly, recommendations were made in line with the summary and conclusion of the study.
5.1 Summary of the findings
The main objective of this study was to investigate the impact of macroeconomic variables on liquidity management of Nigerian deposit money banks. Specifically, the study examined the relationship between inflation rate, interest rate, exchange rate and liquidity management of Nigerian deposit money banks. The study adopted the ex post facto research design. The population of the study will be all the money deposit banks in Nigeria with commercial banking license and systematic sampling technique was adopted. The data for the selected banks liquidity ratio was collected from Central Bank of Nigeria (CBN) statistical bulletin (2020) and semi-annual published audited financial statement reports of each of the sample banks from year 2011- 2020 were used for the study.
       The study employed the use of multiple regression analysis to analyze each of the three objectives of the study. The findings showed that the inflation rate and interest rate had no statistically significant impact on liquidity management which is a proxy for liquidity ratio but the exchange rate showed a negative and significant relationship (at 10%) but insignificant relationship at 5% significant level.
5.2 Conclusions
Having analyzed the results, it could be seen that the macroeconomic variables (inflation rate, interest rate, and exchange rate) has no significant impact on the liquidity management proxy by liquidity ratio of Nigerian deposit money banks. The results negate the assertions that these macroeconomic variables should have a significant impact on the banks performance. This could be linked to the fact that the inflation rate, interest rate, and exchange rate are not formulated to enhance the performance of banks which are the engine room for real sector development.
5.3 Recommendations
 From the findings which have emerged in this study the following recommendations are hereby given considering the results:
First, the deposit money bank should come out with products that will help them much in hedging against exchange rate so as not to adversely affect their profitability.
Secondly, the central bank as the regulatory authority should come out with better inflation expectation methodology executive inflation eroding the capacity of the banks to make more profit.
5.4 Suggestion for Further Research
 An area of further studies should be engendered towards finding out more macroeconomic variables that contributes to the profitability of banks.
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Appendices
Appendix 1: Summary of Empirical Review
	S/N
	AUTHOR AND YEAR
	TITLE
	OBJECTIVE
	SAMPLE SIZE AND PERIOD
	TECHNIQUE/METHODOLOGY
	FINDINGS
	GAP

	1
	 Erina and  Lace (2013)
	Commercial banks profitability indicators: Empirical Evidence from Lativa.
	The aim of the article is to determine the impact of the external and internal factors of bank performance on the profitability indicators of the Latvian commercial banks 
	the authors analyzed the Latvian commercial banks and branches of foreign banks, as well as credit institutions 
incorporated in the European Economic Area countries or their branches in Latvia for the time period from 2006-2011
	Survey, correlation and regression analysis
	The authors concluded that profitability has had a positive effect on operational efficiency, portfolio composition and management, while it has had a negative effect on the capital and credit risks, as measured according to ROA, while according to ROE, positive influence is exerted on composition of the capital portfolio and negative – on operational efficiency and credit risk. With regard to macroeconomic indicators, the authors have revealed that GDP has a positive impact on profitability as measured by ROA and ROE.
	There is time Gap .the research could have extended the time frame

	2
	Saeed , M. S. (2014) 
	Bank-related, Industry-related and Macroeconomic Factors Affecting Bank Profitability: A Case of the United Kingdom
	To investigate the impact of bank-specific, industry-specific, and macroeconomic variables on bank profitability before, during, and after the financial crisis of 2008.
	73 UK commercial banks and for the period from 2006-2012
	regression and correlation analyses
	It was found that internal factors including capital, loan, bank size, deposits, and liquidity are positively correlated with both profitability indicators ROA and ROE. On the other hand, the interest rate has a positive impact on bank profitability whereas GDP and inflation have a negative impact
	There is a time gap and this study was carried out in a foreign country

	3
	Sayedi, S. N. (2018)
	bank specific, industrial specific and macroeconomic determinants of banks profitability in Nigeria
	To determine the effects of liquidity, market power and Gross Domestic Product (GDP) on the profitability of banks Nigeria.
	15 deposit money banks and for the period from 2006-2011
	Regression
	The empirical result reveals that liquidity, market power and Gross Domestic Product (GDP) have significant positive effects on profitability.
	There is a time gap

	4
	Athanasoglou, Brissimis & Delis, (2005)
	bank-specific, industry-specific and macroeconomic determinants of bank profitability
	to examine the effect of bank-specific, industry-specific and macroeconomic determinants of bank profitability
	A panel of Greek banks for the period 1985-2001
	Generalized Method of Moments
	The study provide evidence that the profitability of Greek 
banks is shaped by bank-specific factors (that are affected by bank-level management) 
and macroeconomic, control variables that are not the direct result of a bank’s 
Managerial decisions. Yet, industry structure does not seem to significantly affect 
Profitability.
	It is a foreign study

	5
	Aspal, Dhawan & Nazneen (2019)
	Significance of Bank Specific and Macroeconomic Determinants on Performance of Indian Private Sector Banks
	To explore the influence of bank specific factors and macroeconomic factors on the performance of private sector banks in India.
	20 private sector banks for the period 2008-2014
	multiple regression
	It was revealed that except capital adequacy ratio (CAR) variable all other bank specific variables (asset quality, management efficiency, earning quality and liquidity) and macroeconomic variable GDP had significantly influenced the financial performance of sample banks in India and inflation was statistically insignificant in case of its effect on ROA.
	It is a foreign study

	6
	Athanasoglou, Panayiotis and Delis, Manthos and Staikouras, Christos
(2006)
	determinants of bank profitability in the south eastern European region
	examine the profitability behaviour of bank-specific, industry related and macroeconomic determinants
	unbalanced panel dataset of South Eastern European (SEE) credit institutions over the period 1998-2002
	linear regression model
	with respect to the macroeconomic variables, inflation has a strong 
effect on profitability, while bank profits are not significantly affected by real GDP per 
capita fluctuations
	There is a time gap

	7
	Abiodun & Mlanga (2019)
	Effects of Firm-Specific Characteristics and Macro-Economic Factors on Financial Performance of Banks in Nigeria 
 

	To investigates if and how firm-specific characteristics and macro-economic factors affect the financial performance of deposit money banks in Nigeria
	15 deposit money banks operating in Nigeria over the period 2005-2014
	Multiple regressions technique
	Fund Source, Loan Quality, Liquidity, Management Quality, and Direction of Efforts were bank specific characteristics that contributed significantly to the financial performance of the banks whereas Capital Strength was found to be insignificant. Also, the three macroeconomic factors considered, i.e. economic growth, inflation, and the annual lending rate, were found to be significant factors that affected the financial performance of deposit money banks in Nigeria in the study period.
	The industry specific factor was not analysed in this study

	8
	Gikombo & Doris (2018)
	Effect of select macro-economic variables on performance of listed commercial banks in kenya
	to determine the effect of selected economic variables on profitability of commercial banks in Kenya.
	all the licensed 44 commercial banks in Kenya as at December 2016. From year 2012-2016.
	regression
	Real interest rate significantly affected Return on Assets and Return on Equity as measures of profitability of commercial banks. Compared to other variables, GDP had the largest effect on profitability of commercial banks.  In comparison to other variables, exchange rates however had least effect on profitability of commercial banks.  Inflation only had significant effect on ROA as a measure of profitability of commercial banks.
	It is a foreign study and only macro-economic variables were considered in the study

	9
	Hasanov, Bayramli and Al-Musehel. (2018)
	Bank-Speciﬁc and Macroeconomic Determinants of Bank Proﬁtability: Evidence from an Oil-Dependent Economy
	To Investigate bank-speciﬁc and macroeconomic determinant of bank proﬁtability in Azerbaijan, an oil-dependent economy in transition
	22 Azerbaijani banks over the quarterly period from the ﬁrst quarter of 2012 to the ﬁrst quarter of 2017
	Generalized Method of Moments
	Bank size, capital, and loans, as well as economic cycle, inﬂation expectation, and oil prices were positively related to the proﬁtability, whereas deposits, liquidity risk, and exchange rate devaluation were negatively associated with it.
	It a foreign study, a time gap and industry specific factor was not analysed in the study.

	10
	Milhem & Abadeh (2018)
	The Impact of Macroeconomic Variables on Banks Profitability and Liquidity: An Empirical Study on Islamic and Conventional Banks in Jordan
	investigated the impact of macroeconomic determinants on banks’ profitability and liquidity in Jordan by making a comparative study between Islamic and Conventional Jordanian banks
	2 Islamic banks and 13 conventional banks. for the period 2005-2015.
	Regression, t-test, and f-test
	there is a statistically significant positive impact of inflation rate on conventional banks liquidity (cash deposit ratio and loan deposit ratio). There is an insignificant impact of inflation on conventional banks profitability (ROA and ROE), Whereas, there is a statistically significant positive impact of GDP on conventional banks profitability (ROA), (ROE) and conventional banks liquidity (CDR) and (Current asset ratio). However, there is a statistically insignificant impact of inflation rate on Islamic banks profitability and liquidity, and there is a statistically insignificant impact of GDP on Islamic banks profitability and liquidity.
	The study analysed only macro-economic factor as the determinant of banks profitability and liquidity

	11
	Kamande, Zablon & Ariemba (2016)
	The Effect of Bank Specific Factors on Financial Performance of Commercial Banks in Kenya
	to determine the effects of bank specific factors on the financial performance of commercial banks in Kenya
	11 banks listed in the Nairobi securities exchange.  
For period 2011-2015
 
	Regression analysis
	They show that there has been a significant decrease in capital adequacy during the five-year period. There was also a finding that asset quality affects profitability and the financial performance of banks. The study concludes that Asset quality of the bank have the highest influence on ROA of banks
	Only bank specific factor was analyzed as the determinant of the financial performance

	12
	Moyo & Tursoy (2020)
	Impact of Inﬂation and Exchange Rate on the Financial Performance of Commercial Banks in South Africa
	To examine the impact of inflation and exchange rate on the financial 
performance of commercial banks in South Africa
	four largest 
commercial banks in South Africa ( Standard bank, Nedbank, Capitec bank and 
Firstrand bank)for the period 2003-2019
	ARDL, FMOLS and 
DOLS models
	The findings illustrated that there is a significant inverse 
relationship between inflation and the return on equity and there is a weak relationship 
between exchange rate and the return on equity
	Exclusion of industry and bank specific variables

	13
	Baba & Ashoghon (2019)
	inflation and financial performance of commercial banks in Nigeria
	to establish the effect of inflation on financial performance of Commercial Banks in Nigeria
	23 commercial banks over the period 2006-2015
	Panel data regression model
	Inflation has insignificant relationship with financial performance proxied by return on equity.  
	Exclusion of industry and bank specific variables

	14
	Akanni, Nwanna & Mbachu (2016)
	Effects of Selected Macroeconomic Variables on Commercial Banks Performance in Nigeria 

	To investigate the effects of selected macroeconomic shocks on the performance of Nigerian banks.
	The commercial banks in Nigeria for the period 1980-2014
	co-integration and Error Correction Model (ECM) approaches in addition to the Granger causality tests and three multiple regression model
	GDP, Inflation rate(INF), Exchange rate (EXR), Broad Money Supply(m2) have positive but insignificant effects on Return on Investment while interest rate and unemployment rate have negative and insignificant effects on Return on Investment. inflation rate (INFR), interest rate (INTR), exchange rate (EXR) have positive and significant effects while Real Gross Domestic Product (RGDP), Broad money supply (M2) and unemployment rate UNE-R) have negative and insignificant effect on Return on Assets.
inflation rate (INFR), interest rate (INTR), exchange rate (EXR) have positive and insignificant effect while Real Gross Domestic Product (RGDP), Broad money supply (M2) and unemployment rate (UNE-R) have negative and insignificant effect on Return on Equity.

	Exclusion of industry and bank specific variables

	15
	Chioma, Adanma and Clementina (2014)
	Empirical Study of the Impact of Inflation on Bank Performance: Implication for Investment Decision Making in Banking Industry in Nigeria
	To examine the relationship between inflation and banks’ performance and how the outcome influences the lending decision of such banks
	Four stand-alone bank and four merged banks that are in operation after the recent bank consolidation reform that took place in Nigerian banking industry. for the period 2004-2014
	linear regression
	The result revealed that there is positive but not significant relationship between inflation, banks’ performance and the investment decision of commercial banks operating in Nigeria
	Exclusion of industry and bank specific variables

	16
	Pradhan & Shrestha (2014)
	Impact of bank specific and macroeconomic variables on the performance of commercial banks of Nepal
	To examine the impact of bank specific variables and macroeconomic variables on the performance of commercial banks of Nepal
	15 commercial banks in Nepal for the period 2006-2013
	Correlation and regression analysis

	Management efficiency has a very strong and positive relationship with bank performance in Nepal. The macroeconomic (GDP and Inflation) variables are not significant and hence there is no evidence that external forces have impact over bank performance. The study showed that all the bank specific factors (capital adequacy ratio, asset quality, management efficiency, liquidity management, total asset, employee expenses, operating expenses and credit risk) are found to be significant factors affecting the bank performance. 
Keywords
	Exclusion of industry specific variables and time gap

	17
	Baba & Nasieku (2016)
	Effect of macroeconomic factors on financial performance of commercial banks in nigeria
	To analyze  the effect of Macroeconomic factors on financial performance of Commercial Banks in Nigeria
	150 business enterprises for three months
	Correlation Analysis
	Real interest rate, unemployment rate as well exchange rate are negatively and significantly associated with the performance of commercial banks in Nigeria, while inflation has an insignificant relationship with financial performance.
	Exclusion of industry and bank specific variables

	18
	Bhattarai P. B. (2018)
	Impact of Bank Specific and Macroeconomic Variables on Performance of Nepalese Commercial Banks
	To examine the impact of bank specific variables and macroeconomic variables on the performance of commercial banks of Nepal
	17 Nepal commercial banks over the period of 2011 to 2016
	Correlation and regression analysis
	The macroeconomic variables (annual growth of gross domestic product, exchange rate and inflation) are not significant and hence there is no evidence that external forces have impact over bank performance
	Exclusion of industry specific variables and time gap

	19
	Osamwonyi & Michael (2018)
	The impact of macroeconomic variables on the profitability of listed commercial banks in nigeria 

	To investigate the impact of macroeconomic variables on profitability of banks in Nigeria
	The commercial banks in Nigeria from 1990-2013
	Pooled ordinary least method
	The findings from the empirical point of view show a positive relationship of gross domestic product (GDP) with return on equity (ROE).   Interest rate and inflation rate have a negative relationship with return on equity (ROE). Gross domestic product have a significant positive effect on Return on equity(ROE) while interest rate have a significant negative effect on return on equity(ROE) but inflation is not significant at all levels of significance. 

	Exclusion of industry and bank specific variables

	20
	Simiyu & Ngile (2015)
	Effect of macroeconomic variables on profitability of commercial banks listed in the nairobi securities exchange
	to investigate the effect of macroeconomic variables on financial profitability of listed commercial banks in the Nairobi Securities Exchange (NSE)
	10 listed commercial banks in Nairobi Securities Exchange (NSE). For years 2001-2012
	Fixed Effects model
	The real GDP growth rate had positive but insignificant effect to profitability of commercial banks as measured through Return On Assets (ROA). Further, real interest rates had a significant negative influence on profitability of listed commercial banks in Kenya. While the exchange rate had a positive significant effect on the profitability of listed commercial banks on Nairobi Securities Exchange.
	

	21
	Kiganda O. E. (2014)
	Effect of Macroeconomic Factors on Commercial Banks Profitability in Kenya: Case of Equity Bank Limited
	To establish the effect of macroeconomic factors on commercial banks profitability in Kenya: case of equity bank limited.
	Annual data from 2008- 2012.
	correlation and regression analysis inferential data analysis(Ordinary least square)
	Macroeconomic factors (real GDP, inflation and exchange rate) have insignificant effect on bank profitability in Kenya with Equity bank in focus.
	Exclusion of industry and bank specific variables and time gap

	22
	Nyabakora, Mng’ang’a  & Ngomaitara.
(2020)
	How macroeconomic variables affect banks’ performance in tanzania
	to examine the factors surrounding the business environment mainly the external forces we now call macroeconomic variables
	Banks in Tanzania from 2011 to 2019.
	correlation and multiple regression analysis
	GDP growth rate has an insignificant positive relationship with Banks performance, while the Interest Rate has a negative and insignificant impact on banks performance. The Inflation rate has a negative and insignificant effect on bank performance at 10% level of significance. Furthermore, the results indicate that the exchange rate has an insignificant negative effect on bank performance at 10% level of significance
	Exclusion of industry and bank specific variables



 





















Appendix 2: Inflation rate, Exchange rate, and Monetary policy rate 

	
	
	
	
	

	LQR
	INFL
	RXCR
	MPR
	

	40
	10.3
	158.21
	12
	

	70
	10.3
	158.21
	12
	

	64
	12
	157.32
	12
	

	60
	12
	157.32
	12
	

	57
	8
	157.27
	12
	

	41.2
	8
	157.27
	12
	

	37.1
	8
	169.68
	13
	

	36
	8
	169.68
	13
	

	37.1
	9.55
	196.99
	11
	

	38
	9.55
	196.99
	11
	

	35.8
	18.55
	305.22
	14
	

	43.6
	18.55
	305.22
	14
	

	45.4
	15.37
	306.31
	14
	

	47.3
	15.37
	306.31
	14
	

	43.2
	12.22
	306.92
	14
	

	50.9
	12.22
	306.92
	14
	

	49.7
	17.5
	385.25
	13.5
	

	47
	17.5
	385.25
	13.5
	

	44.7
	17.8
	410
	13.5
	

	46
	17.8
	410
	13.5
	

	54.6
	10.3
	158.21
	12
	

	57.5
	10.3
	158.21
	12
	

	52.7
	12
	157.32
	12
	

	55.4
	12
	157.32
	12
	

	47.5
	8
	157.27
	12
	

	44.2
	8
	157.27
	12
	

	36.6
	8
	169.68
	13
	

	44
	8
	169.68
	13
	

	33.3
	9.55
	196.99
	11
	

	51.9
	9.55
	196.99
	11
	

	53.2
	18.55
	305.22
	14
	

	52.7
	18.55
	305.22
	14
	

	50.4
	15.37
	306.31
	14
	

	51.1
	15.37
	306.31
	14
	

	55
	12.22
	306.92
	14
	

	45.2
	12.22
	306.92
	14
	

	40.3
	17.5
	385.25
	13.5
	

	38.2
	17.5
	385.25
	13.5
	

	34.9
	17.8
	410
	13.5
	

	34.8
	17.8
	410
	13.5
	

	59.36
	10.3
	158.21
	12
	

	55.88
	10.3
	158.21
	12
	

	43.83
	12
	157.32
	12
	

	53.32
	12
	157.32
	12
	

	48.8
	8
	157.27
	12
	

	50.31
	8
	157.27
	12
	

	44.12
	8
	169.68
	13
	

	40.07
	8
	169.68
	13
	

	38.93
	9.55
	196.99
	11
	

	42.21
	9.55
	196.99
	11
	

	36.87
	18.55
	305.22
	14
	

	42.2
	18.55
	305.22
	14
	

	48.52
	15.37
	306.31
	14
	

	47.56
	15.37
	306.31
	14
	

	50.33
	12.22
	306.92
	14
	

	41.44
	12.22
	306.92
	14
	

	47.25
	17.5
	385.25
	13.5
	

	49.33
	17.5
	385.25
	13.5
	

	43.15
	17.8
	410
	13.5
	

	38.91
	17.8
	410
	13.5
	

	42
	10.3
	158.21
	12
	

	69
	10.3
	158.21
	12
	

	59.7
	12
	157.32
	12
	

	69.8
	12
	157.32
	12
	

	53.5
	8
	157.27
	12
	

	55
	8
	157.27
	12
	

	50.5
	8
	169.68
	13
	

	45
	8
	169.68
	13
	

	47.8
	9.55
	196.99
	11
	

	53
	9.55
	196.99
	11
	

	45
	18.55
	305.22
	14
	

	39
	18.55
	305.22
	14
	

	42
	15.37
	306.31
	14
	

	50
	15.37
	306.31
	14
	

	48
	12.22
	306.92
	14
	

	50
	12.22
	306.92
	14
	

	63
	17.5
	385.25
	13.5
	

	54.9
	17.5
	385.25
	13.5
	

	47.8
	17.8
	410
	13.5
	

	44.3
	17.8
	410
	13.5
	

	59
	10.3
	158.21
	12
	

	61
	10.3
	158.21
	12
	

	62.4
	12
	157.32
	12
	

	61.36
	12
	157.32
	12
	

	64
	8
	157.27
	12
	

	64
	8
	157.27
	12
	

	60.5
	8
	169.68
	13
	

	46.8
	8
	169.68
	13
	

	43.8
	9.55
	196.99
	11
	

	51.4
	9.55
	196.99
	11
	

	55.2
	18.55
	305.22
	14
	

	59.6
	18.55
	305.22
	14
	

	61.1
	15.37
	306.31
	14
	

	69.7
	15.37
	306.31
	14
	

	77
	12.22
	306.92
	14
	

	80.91
	12.22
	306.92
	14
	

	74.6
	17.5
	385.25
	13.5
	

	57.3
	17.5
	385.25
	13.5
	

	50.8
	17.8
	410
	13.5
	

	66.2
	17.8
	410
	13.5
	

	
	
	
	
	













Appendix 3: Liquidity ratio for Access Bank, First Bank, Gt Bank, UBA, Zenith

Access Bank
	YEAR
	H1(%)
	FY(%)

	2011
	40.00
	70.00

	2012
	64.00
	60.00

	2013
	57.00
	41.20

	2014
	37.10
	36.00

	2015
	37.10
	38.00

	2016
	35.80
	43.60

	2017
	45.40
	47.30

	2018
	43.20
	50.90

	2019
	49.70
	47.00

	2020
	44.70
	46.00






First Bank
	YEAR
	H1(%)
	FY(%)

	2011
	54.60
	57.50

	2012
	52.70
	55.40

	2013
	47.50
	44.20

	2014
	36.60
	44.00

	2015
	33.30
	51.90

	2016
	53.20
	52.70

	2017
	50.40
	51.10

	2018
	55.00
	45.20

	2019
	40.30
	38.20

	2020
	34.90
	34.80









GT Bank
	YEAR
	H1(%)
	FY(%)

	2011
	59.36
	55.88

	2012
	43.83
	53.32

	2013
	48.80
	50.31

	2014
	44.12
	40.07

	2015
	38.93
	42.21

	2016
	36.87
	42.20

	2017
	48.52
	47.56

	2018
	50.33
	41.44

	2019
	47.25
	49.33

	2020
	43.15
	38.91









UBA
	YEAR
	H1(%)
	FY(%)

	2011
	42.00
	69.00

	2012
	59.70
	69.80

	2013
	53.50
	55.00

	2014
	50.50
	45.00

	2015
	47.80
	53.00

	2016
	45.00
	39.00

	2017
	42.00
	50.00

	2018
	48.00
	50.00

	2019
	63.00
	54.90

	2020
	47.80
	44.30









Zenith Bank
	YEAR
	H1(%)
	FY(%)

	2011
	59.00
	61.00

	2012
	62.40
	61.36

	2013
	64.00
	64.00

	2014
	60.50
	46.80

	2015
	43.80
	51.40

	2016
	55.20
	59.60

	2017
	61.10
	69.70

	2018
	77.00
	80.91

	2019
	74.60
	57.30

	2020
	50.80
	66.20
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