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ABSTRACT 

This research focuses on the performance assessment of Nigerian Banks. To 

achieve this objective five Banks are selected for a detailed performance - analysis. 

They are Union Bank, WEMA Bank, United Bank for Africa (UBA), Lion Bank and 

Savannah Bank. 

The research problem is the apparent wide-spread incidence of financial 

distress in the banking industry in Nigeria which has led to the withdrawal of the 

licences of twenty-six banks (thirteen each of the commercial and Merchant Bank(s). 

The assessment is carried out through the application of the known financial - risk 

indices with a view to highlighting the efficiency of the various aspects of the 

operation of the selected Banks. To this end Osaze's version of the Discriminant 

Analysis models which is more relevant to the situation of the developing countries 

like Nigeria, is used to assess the selected banks in this study. 

The study reviews some of the previous researches on bank performance. It is 

pointed out in the literature review that there appears to be only one published 

research on Bank performance in Nigeria as at the time of this study. This study was 

carried out by Adekanye (1989), Appendix A Pg. 105. Also, the criteria used by the 

regulating authorities in Nigeria and America to assess Bank performance are 

discussed. 

The study examines certain variables that appear to influence Bank 

performance in Nigeria. These include influence by government through ownership of 

shares, issuance and frequent changes in financial policies via regulation and 

deregulation of the interest and exchange rates. 
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The main source of data in this study is the Bank's financial statements 

covering the five-year period (1990-1994). Other sources include extracts from the 

print media. They form the appendices in this study. 

It is expected that the investors will find this study a useful material that could 

help to reduce their errors of judgement when choosing companies for investment. By 

highlighting the defects in the use of the Capital/Asset ratio for identifying problem 

Banks and by identifying a more efficient alternative, the bank examiners are most 

likely to find this study an easy basis for predicting bank failure. 

Since the available records show that not much study has been conducted in the area 

of bank performance in Nigeria, it is expected that this study will increase the frontier 

of knowledge in bank performance assessment. 
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.7 

According to Nwankwo (1991) "the huge profits recorded by the well 

managed banks further encouraged the desire to establish more (Banking) institutions 

....". Thus, between 1986, when the SAP was introduced and 1989, 33 new 

commercial and 31 new merchant banks were granted licence by the Federal 

Government. 

The boom in money creation in the economy put a lot of pressure on the 

general price level and triggered off inflation. In 1989, the Central bank of Nigeria, in 

an attempt to control inflation, abolished the autonomous foreign exchange market. 

The liquidity level of the banks was also reduced when the Federal Government in 

1989, made the CBN the sole banker for the Federal and State Government and their 

parastatals. Consequently, the accounts of these institutions were transferred from the 

commercial Banks to the CBN. This probably had a very serious effect on the level of 

performance of the banks. 

There are about 120 banks in Nigeria today, including those that are on the 

path of distress. 

All the above developments, according to Nwankwo (1991), have brought 

about a "revolution in Nigerian banking (which) no manager, operator or casual 

observer can afford not to reckon with ..." 

2.2 Concept of Performance in Business 

The term performance in a business environment refers to the extent to which 

the objectives of the firm have been realised or are being realised. An assessment of 

business performance entails the evaluation of the firm's past and current activities in 

order to establish a trend necessary for future projections. According to Osaze (1990) 

there are two elements considered in performance evaluation. These are the target and 












































































































































































































