ASSESSMENT OF  MONETARY POLICIES EFFECT ON NIGERIA  COMMERCIAL  BANK 

(A CASE STUDY OF ZENITH BANK P.L.C)

ABSTRACT

The economic policies or interpretation of such policies has always left a key question unanswered, how much authorities do such policies allow the banks to use their powers to lend, to made remarkable impact in the overall economic situation in the country.

Like in banks in most developing economic (Nigeria inclusive) the role of providing advice and issuing financial directives lies in the ministry of finance, the Nigeria deposit insurance corporation and the central bank of Nigeria. The federal government relies on these institution for the  proper functioning of banks through their monetary policies, which could be concretionary or expansionary. This invariably affects the commercial banks etc. hence the need for this study.

The Zenith Bank Plc has been chosen in this regard and except where specified individually, banks becomes the terminsnolyg. In this study in depth study is made on how the Apex Banks, the CBN’s financial monetary policies affect commercial banks.

TABLE OF CONTENT

CHAPTER ONE

Introduction

Background of the study

Statement of problems

Objective of the study

Significance of the study

Statement of hypothesis

Scope and limitation of study

Definition of terms

CHAPTER TWO

Literature review

2004 monetary policy and the introduction of  N25 billion capital base.

Monetary and credit policy measure in 2012

Frame work for determine bank cost of funds

National saving certificate

Federal government development stocks

Minimum balance on loan saving account

Money Transfer

Policy on SMES

CBN rediscounting and refinancing

Characteristics of promissory note

Paid up capital requirement

Moral suasion

Improvement in the payment system

Universal banking practice

Basic principles of commercial banks credit

Credit policies of commercial banks

Factors that determine credit policies in Nigeria

Capital position of the banks

Liquidity and profitability

Impact of CBN monetary policy on banks profit.

CHAPTER THREE

Research design and methodology

sample survey method

Population sample for the study

Sources of data collection

CHAPTER FOUR

Data presentation

Data analysis, interpretation

List of hypothesis

CHAPTER FIVE

Findings conclusion and recommendation

Summary of findings

Conclusion

Recommendations

Bibliography

Appendix

Questionnaires

CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY

Credit has remained the backbone of banking operations, hence the majority of banking activities are focused on lending. It is because it provides the majority of the profits. Today, its importance in commercial banking activities stems from the direct impact it has on overall economic growth and corporate development. Every year, the (CBN) central bank of Nigeria, as the monetary body exclusively responsible for the insurance of guiding policies and their interpretation, develops economic measure responsibilities and regulations under which banks in the nation operate (Emekekwue 2017). These rules guide the use of funds from depositors, investors, and creditors to manage the growth of the loan portfolio, therefore specifying the broad circumstances under which an advance is appropriate. Monetary policies also seek to assist banks in maintaining a healthy financial and banking system, increase public trust in the provision of acceptable banking services, and ensure a high level of conduct and professionalism in the banking business. These rules and regulations are outlined in the central bank's monetary policy circular, which is released at the start of each year.

Monetary policy strategies may be roughly classified into two types: direct and indirect.While the direct strategy has been widely adopted in more established market economies, the indirect approach is more prevalent in less developed economies such as Nigeria. Nonetheless, both technologies try to impact the cost and availability of credit in the banking sector. The direct system tactics entail the Apex Bank (CBN) establishing loan ceilings and interest weight rates for compliance by banks, whereas the direct approach accomplishes the same goal through the financial market. The open market operation is the most powerful weapon of the indirect monetary policy strategy (OMO). It is worth noting that the efforts aimed at creating inaccurate monetary and credit-control mechanisms based on the usage of OMO are themselves components of the provided receipts that they would submit to the goldsmith upon withdrawal.

According to Ugwuanyi (2017), money has an anonymous aspect that makes one dollar equal to another. In regard to the foregoing, goldsmiths understood that not all gold depositors return at the same time to collect their gold. These receipts indicated that it was time to collect them. These receipts represented debt and could be transferred. The goldsmith began to lend out a portion of the gold deposited and collect a fee for these services.

As a result, our bank lending has evolved. As civilization progressed, it became feasible for financial institutions to arise and operate as banks where individuals could store their money and other precious metals for future withdrawals, as well as lending money to finance users. Since then, bank lending has increased with a distinct hierarchy of operations.
STATEMENT OF THE PROBLEM

Monetary policies are organized and established system of administration of loan, and its disbursement have so many loopholes which undermine its base exercise and guidance. It is a statement that need not be overemphasis.

These policies being one out of measure used by that nation ability to mobilize and  channel its scare resources to different sectors of the economy. Therefore when these economic policies are seemingly deficient, it poses a big question which needs to be answered. How much authority do such policies allow the banks to use their powers to lend to make remarkable. Impact on the overall economic positions on themselves (hence profit). A major conclusion has been that effective implementation through the financial intermediation will serve a machinery for economic progress and profit enhance ability.

Apart from the explicit policies which are extremely imposed by the CBN implicit rules and regulations are also developed by the bank to guide their internals operations.

But these guidelines are developed from the mature of banking industry. Generally, these policies have three implications. One to the banks to the borrowers and to the economy. Emphasis is laid here on the implication  it has on the banks.

Banks lending dates bank to the days when the hold smiths accepted deposits from the merchants, mostly gold and valuable for safe keeping. At first such establishment were simply like ware house. Depositors were central bank of Nigeria towards the maintenances of prudent banking have fare reading effects on banking and the Zenith bank Plc in particular. The question therefore arises what effect do these policies have on commercial banks, customers and the economy? Are these policies and conditions too strength as to constitute a problem to lending?

Do commercial banks ensure full compliance to the monetary policies circular?

 Are there government objective for introducing these rules  and regulations being achieved?

The CBN’s guidelines, rules and regulation normally contained in the monetary policy circular have always been aimed at achieving targeted goals. The commercial banks which are expected to operated to operate under the guidance of the regulations of the CBN have also their own internal lending policies objectives to achieve. All these pose a lot of problems to the bank’s credit decisions worthy of note is the CBN directive that lending should not exceed and foreign transfer to individual should not exceed N1,000,000 and corporate bodies N5,000,000. this has made of possible for banks to have loan or credit dispersal and control money laundering. Based on the above a performance evaluation of the effect of these policies is inevitable to finding out the resultant effect on banks activities using the 2011 and 2012 monetary policies.

OBJECTIVES OF THE STUDY

The purpose of this research work is to undertake an in depth analysis of the effect of the various guidelines introduced for banking operations by the Apex monitoring authority on the banks using Zenith bank Plc as case study. Other objective include:

i.
Assessment of the extent to which commercial banks have been able to comply with statutory allocation of credit to the different sectors of the economy through the CBN credit to the different sectors of the economy through the CBN guidelines.

ii.
Whether the commercial banks have been able to maintain the  credit ceiling and how far interest rate deregulation contain in policy has been able to affect the volume of banks lending.

iii.
To test the rigidity of the policies and its effects on the borrowing customers.

iv.
To  draw outlines of credit offered by these banks and their appraisal process highlighting the environmental influence that impinge on the monetary policy practices in Nigeria.

v.
Lending is of paramount importance in the economy hence the research work will investigate lending policies and practical of the banks system in the country funding out how realistic they are in line with the nations economic settings.

 Making recommendation where necessary and suggesting ways to ensure effective implementations of these policies to achieve the desired objectives.

SIGNIFICANCE OF THE STUDY

Government over the year have made inspiring calls to all citizens be self reliant and in a bid to achieve this loan to rural borrowers have been increased to 50% and as well sectored allocation (SMES) small scale and medium enterprises as well as according priorities to key sector of the economy.

This research work being an appraisal of the impact of monetary policies  on Nigeria commercial banks (Zenith) precisely will enable the apex bank restructure and relax the assumed stringent measure in order to make it possible for necessary assistance from banks.

However, the primary motive for any corporate business is for profit optimization and the maximization of shareholders health banks are no exception. From this research, they will realize that  proper implementation of monetary policies can ensure higher profitability of the banking industry. To borrowing customers, they will deduce some act inherent in loan defaulting an what are the causes of high interest rates and their remedies. This implies that of they continue borrowing funds without paying back, this banking industry may in future become liquid which will result in high interest rate and subsequently high cost of borrowing fund. It will also constitute guide towards future design and formulation of lending policies by the monitoring authority through the implementation of recommended measure.

Finally, this work will be of immense help to other university undergraduates who will like to writ on this topic as well as exposing to monetary policies available to the commercial banks in Nigeria.

STATEMENT OF HYPOTHESIS

For a sound and valid investigation, the under listed hypothesis have been formulated and the validity will be tested in chapter four using appropriate statistical data.

HYPOTHESIS I

Ho: The implementation of CBN policies have shown adverse effect on commercial banks.

Hi: The commercial banks have shown fall compliance with CBN guidelines 
on the allocation of credit to the high priority sector.

HYPOTHESIS II

Ho: The commercial banks have shown fall compliance with CBN guidelines 
on the allocation of credit to the high priority sector.

Hi: The commercial banks have shown fall compliance with CBN guidelines 
on the allocation of credit to the high priority sector.

HYPOTHESIS III

Ho: There is no significant difference between the volume of lending by 
commercial banks in interest rate regulated economy and one of 
interest rate deregulation.

Hi: There is no significant difference between the volume of lending by 
commercial banks in interest rate regulated economy and one of 
interest rate deregulation.

SCOPE AND LIMITATION OF STUDY

As this research work is aimed at finding out the effect  of monetary policies on commercial banks, looking at the overall policies and effects, it cannot be ruled off of limitations, hence during the course of the study, the researcher was constrained by certain tangible and intangible factors which are.

COST: For any researcher work of this nature to be successful and accurate the cost of affording such is high and not just high but to a student. This made the research work to rely much on the banks Annual report. CBN journals and sites Via the internet, Newspapers, magazines, textbooks, and unpublished speeches.

TIME: The research work has been carried out within the limits imposed by the time constraints, considering the research work such as the academic and non-academic in spite of the some of the banks staff interviewed complained of heavy work load and his made them indisposed to release the necessary data when needed.

QUESTIONNAIRES: Were not easy to be accepted by some people as they had always complained of one things or the other. These inadequately prolonged the time for the assemblage of data.

PAUCTTY OF INTERARTURE: Dearth of current financial statements in the banks also made this research work look impossible. The CBN library is not always opened for every body and  every day and lack of good textbook that treat the  current monetary policy made the information needed hard.

BIAS: As a human, the researcher may

Be not covering bank officials. Interviewed were reluctant to respond as their response could be a violation of the banks code of conduct and eventually when they do, they seek anonymity. Despite the limitation above, the generalization made on the impact of monetary policies on Nigeria commercial banks was made relying heavily on the financial reports of banks, then press statements and the proper study of the current monetary policy ie  2011/2012 policies and that of the preceding year.

1.7
DEFINITION OF TERMS

monetary policy:

Is a policy that deals with discretionary control of money supply by the monitoring authorities in order to achieve stated economic goals.

PROFITABILITY

This is the excess of  enterprises returns over its expenditure.

LENDING POLICY:

The establishment of directives and other use of the funds from stockholders, depositors and other to control the composition and size of the loan portifolio and the circumstances under which it is appropriate to make a loan., specifically, it is designed and is contained in the current monetary policy.

CENTRAL BANK

The Apex bank in Nigeria to which has been entrusted the supervision of issuing guidelines and monitoring of banking operations.

FINANCIAL SYSTEM

The Nigeria financial system is made up of the supervisory and regulatory bodies.

i.
The banking system

ii.
Non bank financial institution.

iii.
The financial markets. Anyanwokoro (1999:150)

BANK

A bank is a corporate organization that has been licensed by the central body after satisfying the required procedure and demands to work as a bank thereby receiving time deposit. Savings and current to act under the dictates of the constitution.

LENDING

A facility offered by a bank to its customers  or non customers on the ground that such a facility will be returned with the principal and interest when due.

EFFECTIVE LENDING

A question of lending which maximizes the banker’s objectives of development.

FINANCIAL INTERMEDIATION

This is a process by which financial institution accept deposit from the excess householders and lend some to the deposit deficit sectors.

NDIC

Nigeria Deposit Insurance Corporation which was established under decree no 2 of  1998 and commenced operation in March 1989 as a primary corporation responsible for providing insurance cover to the deposit of depositors in a licensed bank and when appropriate grant assistance to such banks when in financial difficulty. The NDIC is generally in control of distressed banks to ensure that depositors are compensated commensurately.

CHAPTER TWO

LITERATURE REVIEW

The development of banking and banking institution dates back to the ancient days although its focus, scope and functions underwent changes and with time evolved to what is referred to as banks and banking industry today. The ways in which commercial banks operate can be traced back to the merchants, goldsmiths who were the money lender of those  days in the form of promissory notes having their values on gold in reserves of coins and other  precious metals Onuigbo (1992:138).

The need for a commercial bank cannot arise in a barter economy. A barter economy is an economy that is characterized by exchange goods for goods. it was therefore through evolution to metallic money and to coins that there becomes what is the exchanges today, have the need for cash transaction that brought about banking operations. One of the comprehensive definitions of commercial banking regulation act of India 1949. the act defines it as the accepting for the purposed of lending or investment deposit of money from the public repayable on demand or otherwise and withdrawal by cheque, draft, order or  otherwise.

Commercial banking in Nigeria predates the central Banking and laid down the foundation of the Nigeria financial system as far as the late nineteenth century. Consequently, commercial banks played a significant role in the development of the system by creating awareness for saving. From beginning of banking in Nigeria in 1892 tile 1952 there was no regulation of banks. The failure of many banks during the “Banking Boom” era resulted in a significant loss to depositors the collapse of one banks after the other caused considerable concern within government circles.

As a result of these government felt that there was need for a code of banking conduct in order to control the banks in Nigeria and to protect their depositors from suffering further losses. In view of this the colonial government appointed the paten   commission to look into  the existing state of banking in the country and make recommendations on the extent as well as the form of control that was required in the country. Although the commission was set up in September 1948, it was based on its recommendations that the first banking regulation was passed in Nigeria in 1952 (Anyanwokoro 1999: 55).

An ordinance to the regulation of the business of banks which was passed in May 1956. this ordinance of 1952 stipulated the requirement for the entry into banking business. These requirement include the minimum paid up capital. After the enactment of 1952 banking ordinance, banks that were  mainly dominated by  foreigners but were still indulging in some malpractice which the act could not effectively control. This ugly trend therefore called for the establishment of a body that would supervisor and control the operations of these commercial banks.

This generated or triggered off two  opposing camps. The nationalist who were of the view that central bank was needed to perform this and the other traditional central banking functions.

The colonialist on the other hand believe that it was premature to introduce a central bank in a country where there was no financial system. To resolve these opposing views, three studies were commissioned. Fischer J.L report of 1953, IBRD mission report 1955 and J.B loyne’s report of 1957. It was the J.B loyne’s report of  1957 that favoured the establishment of central bank in Nigeria and by 17th March 1958, the CBN ordinance was promulgated became fully operational on the 1st July 1957. through this act the conditions for establish shinny new banks were doubled for E200,000 to N400.000 under the act.

The central bank started mobilizing the resources of the nation through the introduction of financial instrument like Treasury bills, Treasury Certificate, Bank unit fund, stabilization securities and development stocks. The operations of the  commercial banks are presently being guided by the banks decree No 1 of February 1969 amended in 1970 and banking and other financial institution decree 1990 (BOFID). The law, which comprehensive in scope replaced innovations in the business of commercial banking. According to this decree the minimum paid up capital for foreign owned banks raised from E0.5m to E1.5m and for indigenous banks was increase to E1.6m (Anyanwaokoro 1999:68).

Commercial banking business in the country has maintained a steady growth following the promulgation of the banking 1969 and the companies decree 1969 which made it compulsory for all foreign companies conducting business in Nigeria to b indigenized in the country. This indigenization policy adopted in 1972 and 1977 changed the ownership structure of the banking industry.

Under the policy foreign ownership of banking business was put not to be above 40% structure of ownership of commercial banks at 1983 after the indigenization policy.

2.1
2004 MONETARY POLICY AND THE INTRODUCTION OF N25 BILLION CAPITAL BASE.

Interest rate in Nigeria has always been a problem because of the banks sources of fund which is the public sector. It is the same source all banks are chasing. For instance Bank “A” will chase a deposit from a parastatal, put a spread on it and bring it to the inter Bank market and other banks will take it at a  higher cost. This is the cause of the high interest rate in the country. The small banks some time are at the mercy of the big banks to et funds in the inter-bank market. But when these banks merge and become bigger funds and deposits that came into the industry, no matter how small will blend thereby bringing rate down.

Banks need deposit to grow and if there is no deposit, they cannot grow fro now public sector funds accounts for substantial deposit in the industry. After consolidation, this public sector funds will not be an issue because there will only be a far number of banks and available public sector funds would be able to go round. The banks will also be big enough to attract savings and deposit from the public.

Though bank could segregate into small medium and big banks the minimum capitalization for any bank remains N25 billion. This policy however, exclude community  banks which will continue to operate as before, providing services for the rural communities.

THE POSITIVE EFFECT
There are so many positive effect which the recent n capitalization of banks by the central bank of Nigeria (CBN) to N25 billion has on the Nigeria economy, to mention but a few;

1.
It helps in nudging the banks into developing the real sector and to stop their penchant for feeding fat on the foreign exchange market. The main thing with banks in Nigeria Is that they are trading on government funds. They are the people that are responsible for the fall in the naira value, because they are all hanging around government money.

2.
It will  make Nigeria banks stronger and compete impressively with other African banks on the stock exchange. In fact, numerous financial analysis have consistently argued that the capital base should be increased to match that of South African banks of & 500 million capitalization, this they maintain will firm up the economic and as a result move the nation forward.

3.
It would help in protecting depositors and shareholders against incidence of distress in the industry. Enhanced capitalization would address the issue of distress in the industry and banks would be in a position to finance the real sector of the economy instead of the current funding of importation of goods.

4.
It would also helps the Nigeria banks to embrace mergers and acquisitions so that they could be buy and gain the confidence of customers both in Nigeria and outside Nigeria. When these banks  and become bigger, funds and deposits that come (2) into the industry, no matter how small, will blend, thereby bringing interest rate down.

5.
Consolidation will enable banks build capacity to invest in the real sector and also have bigger capacity to address foreign partnership.

6.
With several small banks in the economy, people are even confused about where to put their money, as soon as salaries are paid, people go and withdrawal everything because they do not know what will happen tomorrow. But afar consolidation, changes are that confidence of people will return to the banking industry and many decide to withdrawal their salaries two or three times and by leaving part of their salaries in the system, no matter how small it may be for weeks, it will help the economy.

7.
Mergers and acquisitions will have significant impact on the Nigeria stock exchange. Private Banks are likely to go to the stock exchange for listing while already quoted once will seek its assistance to raise fresh funds among others.

9.
The strength of the industry after consolidation will impact positively on returns on investment and also divided as our banks will be able to compete with foreign banks for servicing of the oil and gas sector as well as enter into foreign alliance.
NEGATIVE EFFECTS

i.
It would trigger off a flood of retrenchment, sack, unemployment and various social up heavily as a result of some bank liquidation.

2.
According to statistics, over 37,000 jobs in the banking and financial sector will be endangered as a result of banks folding up and merging.

3.
It would help to encourage and to engage in numerous unethical practical, such as money laundering high interest rates and capital flight 

4.
There would be a psychological trauma and other related consequences of sending people into the unemployment market.

5.
in some banks they would be lack of structures in place to protect the stakeholders, shareholders, depositors and staff thereby triggering of                                    loss financially.

MONETARY AND CREDIT POLICY MEASURES IN 2012

OBJECTIVE AND STRATEGY

The primary objective of monetary policy in 2013 is the achievement of price and exchange rate stability, specifically monetary policy shall seek to subdue inflation into single digit over the 2 year period. Consequently the central focus will include effective control of anticipates liquidity infection that may arise from excessive government spending during the 2013 in order to minimize their negative effective on domestics price and exchange rate. The instance of monetary policy will be non accommodation while a more completive financial environment will be fostered to enhanced greater access to credit for the real sectors.

Furthermore, continued efforts will be made in improving the payment system in order to further strength the effectiveness of the monetary policy.

POLICY MEASURES:

The conduct of monetary policy will continue to rely on a market based technique in the management of CBN’s balance sheet. The primary instrument of policy will continue to be open market operation (OMO) supported by reserve requirement and discount window operations for enhanced effectiveness. Their conduct will be pro-active and will require the co-operation of the federal ministry of finance to ensure consistency between monetary policies as well as the stability of the finance market cash reserve requirement (CRR) the CRR will be used to complement  OMO in achieving monetary policy objectives in this regard the authority recognized the need to reduce

FRAME WORK FOR DETERMINING BANK COST OF FUNDS

In accordance with international banking practice, banks are required to adopt the weighted average cost of funds, computation frame work. Thus existing simple average method of computing cost of funds is hereby discounted. The cost items in the new firm will include banks from the inter bank funds market payment in respect of deposit insurance premium and cost due to cash reserves requirement.
For the avoidance of doubt the new frame work exchange banks guidelines for the computation of weighted cost

NATIONAL SAVINGS CERIFICATE

The introduction of National savings certificates (NSC) a medium term security is pursued vigorously. The NSC whose yield is determined by market forces is intended to be broader and offer alternative investment operations to the investing public including banks and non  bank sectors, there by supplementing current efforts at managing on a more sustainable basis, the persistent 

2.3.2
FEDERAL GOVERNMENT DEVELOPMENT STOCKS

Initiatives to assume the flotation of federal government loan stock was suspended in 1980 and has been reintroduced and shall continue to source its fund from the capital market.

2.3.3
MINIMUM BALANCE ON LOAN SAVINGS ACCOUNT

The minimum account required for savings account by most banks has remain high and out of tune with present personal income realities in Nigeria. The observed trend has the potential to discourage savings and banking habit, it is inconsistent with the desired macro economic objectives of promoting saving and investment growth.

Although the CBN has since discontinued with the policy of stipulating a mandatory minimum amount for opening a saving deposit account in line with the prevailing deregulated financial market environment there is an urgent need to prevent a reversal of progress made over the year of savings and enhance the saving. 

However the minimum savings and current accounts is negotiated by banks. This is to enable them conform with their code of conduce and the ethic of the bank. 

MONEY TRANSFER

The decree guiding the banking operations which is the banks and other financial institution decree (BOFID) says that banks can as from the date of the decree perform such other functions which fails within their limit (ref no BOD/DO/GR/VOL. 110/2000).

Hence banks have engaged in monetary transfer locally and internationally. The TT otherwise known as the telegraphic transfer is a medium by which funds can be transferred from one point to the pother and within the shores of Nigeria. Zenith Bank Plc among other banks do the western union money transfer and the MONEY GRAM. This has helped in the improvement of their profitability and gas helped banks sustain their growth and deposition themselves as one of the forth largest banks in Nigeria.

POLICY ON SMES

The CBN and the bankers committee has in the current year decided that 101 of profit before tax of banks would be set aside and channeled to equity in investment in small and medium scale industries. To ensure the effectiveness of the programme banks are expected to identify, guide and nurture enterprises to be financed under the scheme. The activities targeted under the scheme include the Agro Allied information technology (IT) telecommunication manufacturing educational establishment services tourism and leisure solid minerals and construction

CBN REDISCOUNTING AND REFINANCING FACILITY

Available statistics on the maturity of deposit money, banks credit the domestic economy revealed that the bulk of aggregate credit was shot term and such funds were channeled mainly to general commerce and trade the need to encourage medium and long term lending to the productive sectors of the economy is o expand and be diversity. In the regard and consistent with the provision of section 27 91) (C and d0 of the CBN act 1991 as amended, the CBN will with effect from January 2013 adopted a refinancing facility at a concessionary interest rate to support medium to long term lending to the productive sector of the economy. Under this, promissory notes for Agricultural purposes can be issued within a maturity above 5 years.

2.3.7 CHARACTERISICS OF PROMISSORY NOTES

1.
Promissory notes shall be issued by banks that have complied fully 
with 

2.
The notes shall have a minimum maturity of 90 days, exclusive days of 
grace from the state of acquisition and be re-discounted at CBN rate 
which is 2% point below the minimum rediscount rate (MRR).

3.
The note accepted bean a valid and authorized signature accepted by the CBN.

4.
The banks shall access up to 60% of qualifying loans

5.
The PRF apply to loan portfolio that must have been held for not less 
than one year and access to the facility is limited to one year. It I 
however designed to provide temporary relief to banks which face 
liquidity problems as a result of having committed their resources to 
long term financing of specified productive sectors.

PAID UP CAPITAL REQUIREMENT

The CBN 

2.3.10

IMPROVEMENT IN THE PAYMENT SYSTEM

ABOLITION OF FOREIGN GUARANTEES

The CBN in a circular no 23 Amendments No 3 of April 1989 abolished foreign guarantee but however lifted in 2002 monetary year and any request for such shall be subject prior approval by the CBN in keeping with international standards, the minimum ratio of capital to total risk weighted assets shall remain 8%, in 2012 and 2013 further at least 5.9% of the components of a banks capital shall comprise paid up capital and reserve ratio of not less than 1.10 between its total credit net provision.

RETURN FROM BANKS

All banks in the country are required to report accurately, faithfully and prompting on there activities in the prescribed formats for the mind mouth, quarterly, monthly and semi annually. Such designated returns shall be rewarded to the banking supervision bank examination, trade and exchange and research departments of the CBN as well as the NDIC not later than 5 days for mid month return. Persons who import currency up to $ 10,000 and above by cash and lodge such in a domiciliary account with an authorized dealer an only make cash with drawls from discretion must return to the CBN and the NDIC as well as the BDLEA.

UNIVERSAL BANKING PRACTICE

On the 22nd December 2000, the CBN issued or document (Ref. No BSD/DO/CIR/VOL 1/10/ 2000) to all licensed banks in Nigeria Titled “Guidelines for the practice of universal banking in Nigeria with effect from January 1, 2001 under BOF Act, commercial banks can now be doing their functions of the merchant banks and vice versa.

This is to throw rhetoric aside and make banking operations efficient. The Zenith bank plc have already complied to the guidelines.

Their functions shall be

a.
Making or managing investment on behalf of person.

b.
Consultancy and advisory services relating to corporate and investment matters.

c.
Provision of insurance marketing services

d.
Capital market business or such other business according to BOF Act.

2.5
BASIC PRINCIPLES OF COMMERCIAL BANKS CREDIT

Banks credit creation as a way of channeling funds from the surplus economic unit to the deficit economic unit has some limitations but the principles are:

1.
SAFETY: Since banks are lending but funds that are deposited with them, funds which the depositors can demand as anytime, they must ensure that they are extending the facility to customers with sound integrity and reliable. Hence emphasis is laid down on character, capacity, capital, collateral and creditability. It is in view of this that banks demand for collaterals.

DESIRABILITY: The banks must know the purposes for which the loan is sought. With the current CBN loans policies, loans are advise to be channeled to some sectors of the economy as a aforementioned and should not be for any illegal purpose. However, the most banks always contravene this rule and are sanctioned by the CBN.

PROFITABILITY: The current CBN policy states that interest rates are to be determined by market forces and that is interest rate deregulation. Banks give out their deposits o customers over and above the interest payable to depositors. This has helped them to offset their working capital position and overheads.

APPROVING ADVANCES: Bank from head office to regional office and branches have graduated extent to which they cab authorized advances or loans. That is ceiling. Usually each manager is given this loan ceiling unless some consultations are made in respect of some loans its desirability or otherwise.

CREDIT POLICIES OF COMMERCIAL BANKS

The main pre-occupation of the banks is extending loans to their customers. Though there are other services thus the formulation and implementation of sound lending policies are some of the important responsibilities of the directors and management of a bank. It a bank is to execute it, credit property there must be well calculated lending policy of the bank in conformity with CBN guidelines.

The lending policy of a bank must specify on how much of loans will be made and to whom and for what. Against this backdrop lending policies should be well documented of that lending officers will be able to know the areas of precipitation and the officers will be able to know the areas where they can operate. This is subject to quarterly monthly or year reviews.

Today, there are 2 major factors that influence the credit policies of Zenith bank Plc.

1.
The explicit credit policy

2.
Implicit credit policy

The explicit monetary authorities which  is largely derived from policy circular issued by the CBN the implicit policies are formulated by the banks themselves and are mostly designed to relevant internal constraints like sectored performance deposit base existing exposure and risk exposures.

In Reeds and Company, the commercial banks have lending policies to establish the directions and use of the funds from stockholders, depositors and other to control the composition and size of loan portfolio and to determine the general circumstances under which it is appropriate to make.

2.7
FACTORS THAT DETERMINE CREDIT POLICIES IN 
NIGERIA 

 As earlier stated, credit policies fall into two categories. External factors for exogenous and internal factors for endogenous factors. Since lending is important to both the banks, customers and then entire public credit policies are formulated with careful consideration of the following.

EXTERNAL FACTORS

The external factors refers to the environment in which the banks do their business. Political situations of the country, where there is stability or not the nature of the economic development and socio physiological factors. Legal restrictions are also inclusive. The external factors that influence credit according to Emekekwue (1991:204) are

a.
Financial system

b.
Monetary policies

c.
Customers and the public

d.
Competition

e.
Credit needs of the community

f.
The economic condition or position

INTERNAL FACTORS

The internal factors are more important because they related to the self interest of the banks. These internal factors which determines the banks lending policies will be considered under The following subheadings

a.
Capital position of the bank

b.
The risk and profitability of various type of loan

c.
Liquidity and profitability

d.
Security and safety to the loans and advance.

e.
Stability deposits.

THE CAPITAL POSITION OF THE BANK

The capital of a bank serves as cushion for the protection of depositors funds. The size of capital in relation to deposits influence the amount of risk that a bank can afford to make.

This goes a long way towards the determinate of lending policies of commercial banks. Since commercial banks aim at profit maximization any loan guarded by the  banks expected to yield some profits to the bank and it is the rate of interest that determines the level of profit the (Business Times Vol. 2 No. 25).

Risk can be defined as a measure of uncertainty inherent in any decision making process. (Mord. 0 1990:30). Credit decision and policies are generally tough with risks but the ability of the bankers to assess and analyze such risk will often lead to quantitative and more pragmatic decision and policies.

2.9
LIQUIDITY AND PROFITABILITY

Every bank is profit oriented left in itself it would like to go on creating deposit in order to make more profit but this entails certain risks. In Iloh (1994:120) a bank has to keep enough fund to meet its liabilities and thereby creating enough credit to sustain the profitability.

SECURITY OR SAFETY OF LOANS

Banks are limited in their loans policy both quantitative and qualitative. Loan must be limited and adequate security must be afforded always. But limitation of loans and advances, which constitute the banks most profitable asset means, decreasing earnings. The question now is what must the banker do to resolve this dilemma?

The aggregate credit. Credit by banks at last year to the Nigeria economy. The amounts are in N billion.

	Year ended
	Credit to government sector 
	Credit to produce sector

	2001
	6.607
	12.654

	2002
	10.528
	15.371

	2003
	15.824
	16.553

	2004
	18.194
	17.700

	2005
	18.980
	26.365

	2006
	19.445
	22.817

	2007
	22.265
	33.769

	2008
	26.971
	33.769

	2009
	30.345
	43.322

	2010
	39.898
	47.327

	2011
	86.189
	71.178


Source: CBN annual report, economic and financial review

HOW DO BANKS MAKE THEIR PROFITS

According to Pascal Dozie (business Times vol 8 No 32) Banks after make much money though (FOREX) foreign exchange. In his opinion though credit creation helps banks in their profitability much risks are involved. But in FOREX, fluctuation, in spite of that disease a banks profit is assured.

In his view also banks often involves themselves in illegal deals. The CBN April Sanctioned 26 banks in respect of their shoddy deals. Round Tripping which is a way by which banks purchase foreign  currency and board such and later sell them directly in the black market. Bank also over estimate their deposits and declare did dividend and then attract more foreign exchange business without a corresponding deal in the balanced sheet.

SERVICES OFFERED BY BANK

1.
Loans and advances

a.
overdraft: But this arrangement a customer can withdraw more than the amount he has in the bank up to some limits.

b.
Loans; This is a facility whereby an advance approved for a customer is credited into his current account for his utilization.

c.
Receivable financing: Commercial banks advances money against receivables in respect of debtors.

Bonds guarantees and indemnities: A public works bonds: There are made up of those types

Bid or Tender Bond which are made up of a customer to his employer (usually a public owned venture) so that the customer will be able to execute the work if the contract is awarded to him.

Advance payment guarantee which is issued to guarantee that the customer will complete the work and the aim of this is to enable the customer due paid mobilization fee or other advance payment

PERFORMANCE BONDS: There are issued when the bank guarantees that the work will be satisfactorily completed by the customer. It is worth of note that in these facilities the bank is note directly involved in any financial outlay or exposure, but a contingent liability is implied.

CUSTOM AND EXCISE BONDS: These are guarantee that the customer will make good any credit in customers and excise duties extended to him. It is also issued when the customer is clearing goods from the customers bonded warehouse without the requisite bill of entry. The guarantee usually stipulate a given commitment.

BILL OF LENDING INFINITY: These are issued to customers to enable them clear. Their consignment in the usually arises when goods coming by see reach its port of delivery before the carnival of the requisite bill of lading.

LETTER OF CREDIT

These are situation where the banks substitute their superior credits to that of customers. Under this arrangement, the banks will agree to pay the exporters of goods if they contain to stipulated conditions the commercial banks credit creation functions and policies revolve.

2.10
IMPACT OF CBN MONETARY POLICY ON COMMERCIAL BANKS.

The monetary policy of the CBN is designed to control the volume of money in circulation, the activities of banks and at the same time stabilize the economy. The effects of these policies not only affect the banks but also the customers and the economy. There have been wide spread agitation that the credit policies being introduced by the Apex bank on animal basis, one more often stringent. However, the stringent policies are made to ensure that bank distress of the 90s 60 not Oclum (Okeke 2000:90) Not with standing getting the necessary support from the financial institutions have proved inadequate as some of the policies are too stringent on them. The businessmen are also complaining and the has adversely affected the bank credit creation.

For instance, in 2012 monetary policy the banks are mandated to compulsorily finance the SMES and give sartorial allocation to Agricultural/other section. Loans for Agriculture purposes are given concession as a result, more fund go to the sector and some sectors than may not bring much profit to the bank but was made for economic development  (CBN REPORT 2012) secondly, they complain that the terms under which banks make facilities are sometimes too severe. 

Thirdly, where these loans are approved the banks tend to go below the prescribed minimum for the productive sections of the economy as kind down by the central bank quadrilles.

According to CBN annual report on 2012 the prescribed percentage of lending by the banks to the manufacturing and agricultural industrial were 25% and 15% respectively, but what the banks actually made available to these sectors in the period of review were 25% and 10% respectively which is below the can prescribe percentages. Similarly the banks are restricted by the policy to extend not more than 20% of their total credit outstanding to small scale enterprises. This facility will not however be a benefit from those enterprises engaged in general commerce. Lastly was the complain on bank over reliance on securities pledged as collateral, inadequacy of banks support for the industries and indigenous businessman have been attribute it the funds. Most of the time, an attractive loan proposal is turned down by the banks not on the basis of the figures presented, but simply because the bank has serious on the part of borrows.
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CHAPTER THREE

RESEARCH DESIGN AND METHODOLOGY

A research into the impact of monetary policy on the profitability of banks is carried out in accordance with the appropriate research design and methodology. It is against this backdrop that this chapter is undertaken.

Research method used

Table research

The table research method implies researching into past publication and statistics prepared by the CBN and other affiliated institution such as the NDIC.

This was done by going through financial report and journal from their various libraries, articles from their Newspapers and magazines and papers presented. The aim of this to enable the researcher review some relevant literature relating to the topic under study so as to set the theoretical base for the research and to set the current research into perspective to show the state of the art.

SAMPLE SURVEY METHOD

The researcher simple selected the bank among the new generation banks through the sample  survey as there are to many banks to select. Sample survey helps to be more accurate and a better self judgment, there method wee also used 

Personal interview in the course of the study and interviews were used to study and collect rate from lending officers, supervisors.

Questionnaire: This was administered to a few staff of the bank Zenith Bank Plc).

Observation Method, the researcher included this method in order to have another spot assessment and close monitoring of the Nigeria Banking system.

POPULATION SAMPLE FOR THE STUDY

The population for this study is composed of one bank Zenith Bank Plc used on their annual reports  as determined yearly with 132 staffs determine the sample size the researcher need the banks as such that bank branch or head office anywhere is qualified to be a sample.

But Enugu branches were used:

N

1 +N(e)2
sample size

	Years
	Sample chosen
	% of the population

	2010
	48
	60%

	2011
	32
	40%

	Total
	70
	100%


SOURCES OF DATA COLLECTION

In carrying out this empirical study both the primary and secondary data was extensively, used. The researcher collected most of the data through secondary data as few respondents from the banks were acting on not contravening their bank code of conduct and ethics.

QUESTIONNAIRE

one sets of questionnaire was designed for this study as there were used to study on how the CBN policies affects their banking operation and finally their profit.

The questionnaire containing of closed and open-ended questions the need for the open ended questions was to allow the respondents gave a more adequate representation of their particular cases. The banks used were senior management personal.

INTERVIEW QUESTIONS

In the course of the interviews held with  bankers the following questions were asked among others.

a.
Does your bank ensure full compliance to the CBN monetary policies?

b.
How dos the monetary policies affects the bank?

c.
Does it effect your bank negatively in terms of profit?

d.
Do you think that the credit policies have been flexible enough or rigid.

e.
To what extend have these policies aliened their designed objective with the period?

f.
Would you prefer deregulation of interest or the pegging of interest rate?

g.
Do you think that the tax policy has negative effect on the banks use of funds? These are few out of the questions that were asked the banker during the oral interview from which the responses were received.

CHAPTER FOUR

DATA PRESENTATION, ANAYSIS AND INTERPRETATION

The questions in the questionnaires were designed in such a way that each of them test a hypothesis.

This chapter reports the results of the study and based on the analysis of the data collected in the stated order determine the validity or invalidity of the started hypothesis. The responses were analyzed in statistical table and percentages for effective under standing. Questionnaire were distributed to Zenith Bank Plc.

QUESTIONNAIRES

TABLE 4.1

QUESTIONNAIRE DISTRIBUTED AND RETURNED FOR ZENITH BANK PLC ENUGU BRANCH.

	category respondents
	distributed
	Refund

	Top management
	10
	7

	Total
	10
	7


QUESTIONNAIRE DISTRIBUTED AND RETURBNED FOR ZENITH BANK PLC OWERRI BRANCH.

	category respondents
	distributed
	Refund

	Top management
	6
	6

	Total
	6
	6


However, questionnaire were also distributed bank customers. They are

QUESTIONN 1 WHAT TYPE OF BANK ACCOUNT DO YOU OPERATE?

	respondents
	Frequency
	Percentage

	Fixed deposit account
	4
	12.4%

	Current account
	19
	59.4$

	Saving account
	6
	18.8%

	No response
	3
	9.4%


From all indications table I showed that the majority of the bank customers, when questionnaire were distributed were current account owners. This is shown by 59.4% representing 19 respondents, 4 customers or 12.4% were fiscal deposit account owners, 6 customers or 18.8 operate savings account while 3 customers or 9.4% of the respondents did not return the questionnaires.

QUESTION 2: HAVE YOU OBTAINED LOAN FROM YOUR BANK?

	Respondents
	Frequency
	Percentage

	YES
	9
	28.1

	NO
	19
	59.4

	No response
	4
	12.5

	Total
	32
	100


According to the result 9 out of 32 customers affirmed that they have obtained loan from their banks where the majority have never obtained loan from their banks and is represented by 59.4% or 19 bank customers.

QUESTION 3: TO WHAT EXTENT HAS THE CREDIT POLICIES OF YOUR BANKERS EFFECTED YOUR LEVEL OF BORROWING

	Respondents 
	Frequency
	Percentage

	To a great extent
	20
	62.5

	
	7
	21.8

	
	2
	6.3

	
	3
	9.4

	
	32
	100


From the above 20 people indicated that the right bank credit policies have affected their ability to obtained loan greatly, 7 respondents said that they have been affected to an extent but one thing is remarkable, 2 of the customers agreed that the bank policies have not affected than in any way.

Table 

	Respondents 
	Frequency
	Percentage

	CBN sector allocation
	25
	78.1

	Cannon of lending
	4
	12.3

	Others
	-
	-

	No response
	3
	9.4

	Total
	32
	100


From the above 4 respondents representing 12.5% mentioned the cannon or lending as their obstacles.

QUESTION 5: FROM YOUR EXPERIENCE AS A BANKER

TABLE 5

	Total
	32
	100


=HYPOTHESIS 1

Ho: The implementation of the lending policies have not shown adverse 
effect on commercial banks.

Hi: The implementation of the lending policies have shown adverse 
effect 
on commercial banks.

Research question: To what extent has external and internal lending policies affected your lending to customers?

	Respondents 
	Frequency
	Percentage

	To a great extent
	24
	50.0

	To an extent
	14
	29.2

	No extent
	3
	6.2

	No response
	7
	14.6

	 Total
	48
	100


Table 2:

RESEARCH QUESTION: TO WHAT EXTENT HAS CREDIT AFFECTED BORROWING OF YOURS?

	Respondents
	Frequency
	Percentage

	To a great extent
	20
	62.5

	To an extent
	7
	21.8

	No extent
	2
	6.3

	No response
	3
	9.4

	Total
	32
	100


LIST OF HYPOTHESIS

However, the returned hypotheses were returned under some stated hypothesis. Therefore in testing these hypotheses the chi-square is used by definition the chi-square is use in testing hypothesis concerning different between a self of observed and expected frequencies.

Where

X2 = value of the Random variable

O = The observed frequency

E = Expected frequency

The need for testing of hypothesis is for us to know that validity and invalidity of the state hypothesis.

HYPOTHESIS

Ho: The implementation of lending policies have not show adverse effect on 
the banks.

Hi: The implementation of lending policies have not show adverse effect on 
the banks.

Research question: form your experience as a banker how does banks policies and practices affect customer.

	Respondents
	Frequency
	Percentage

	Negative effect
	13
	40.6

	Positive
	10
	31.3

	No effect
	6
	18.7

	No response
	3
	90.4

	Total
	32
	100


OBSERVED FREQUENCY TABLE

	
	Extent
	An extent
	No extent
	No
	Total

	Q5
	24
	14
	3
	7
	48

	Q2
	20
	7
	2
	3
	32

	Q3
	13
	10
	6
	3
	32

	
	57
	31
	11
	15
	112


	
	Extent
	An extent
	No extent
	No
	Total

	Q5
	24
	13
	5
	6
	48

	Q2
	16
	9
	3
	4
	32

	Q3
	16
	9
	3
	4
	32

	
	56
	31
	11
	14
	112


	Observed
	Expected
	(o-e)
	(o-e)2
	(o-e)2

	24
	24
	0
	0
	0

	14
	13
	1
	1
	0.077

	3
	5
	-2
	4
	0.8

	7
	6
	1
	1
	10.167

	20
	16
	4
	16
	1.0

	7
	9
	-2
	4
	0.444

	2
	3
	-1
	1
	0.333

	3
	4
	-1
	1
	0.25

	13
	16
	-3
	9
	0.563

	10
	9
	1
	1
	0.11

	6
	3
	3
	9
	3.0

	3
	4
	-1
	1
	0.25

	   
	
	
	
	X2 = 6.995


DF
=
(R-1)(C-1)

= (4-1)
(3-1)

3 x 6 = 2

Decision rule: Reject Ho if calculated x2 than critical value otherwise accept Ho, reject Hi at 0.05 level o significance. Since the calculated chi-square is greater than the critical value it then goes that from the decision rule accept Hi and reject Ho which mean that the implementation of monetary policies have shown advance effect on commercial banks.

HYPOTHESIS 2

Ho: The banks have not shown full compliance with central bank guideline on sectored allocation of credit to the priority sectors.

Hi: The banks have not shown full compliance with central bank guideline on sectored allocation of credit to the priority sectors.

TABLE 4

 RESEARCH QUESTION HAS YOUR BANK BEEN ADHERING STRICTLY TO THESE CBN MONETARY POLICIE?

	Yes
	16
	33.3

	No
	23
	48.0

	No response
	9
	8.7

	Total 
	48
	100


 TABLE 5

RESEARCH QUESTION: HOW CAN YOU RANK THE DEGREE OF COMPLIANCE BY YOUR BANK?

	Response
	Frequency
	Percentage

	High
	19
	29.5

	Low
	21
	43.8

	No response
	8
	16.7

	Total 
	48
	100


TABLE 6

RESEARCH QUESTION: HOW CAN YOU ASSESS THE LENDING LIMIT GRANTED BY YOUR BANK BRANCH MANAGER

	Response
	Frequency
	Percentage

	High
	20
	41.6

	Low
	21
	43.8

	
	7
	14.6


OBSERVED FREQUENCY TABLE

	
	High
	Low
	No
	Total

	Q4
	16
	23
	9
	48

	Q5
	19
	21
	8
	48

	46
	20
	21
	7
	48

	
	55
	65
	24
	144


EXPECTED FREQUENCY TABLE

	
	High
	Low
	No response
	Total

	Q4
	18
	22
	`8
	48

	Q5
	18
	22
	8
	48

	46
	18
	22
	8
	48

	
	54
	66
	24
	144


	Observed
	Expected
	(o-e)
	(o-e)2
	(o-e)2

	16
	18
	-2
	4
	0.222

	23
	22
	1
	1
	0.045

	9
	8
	1
	1
	0.125

	19
	18
	1
	1
	0.056

	21
	22
	-1
	1
	0

	8
	8
	0
	0
	0.222

	20
	18
	2
	4
	0.045

	21
	22
	-1
	1
	0.125

	9
	8
	-1
	1
	X = 220, 583


DF
=
(R-1)(C-1)

= (3-1)
(3-1)

2 x 2 = 4

Decision value = 9.488

Divisions rule: Reject Ho if calculated x2 > the critical value at 0.05 level of significance otherwise accept Ho and reject Hi. From the computed chi-square x2 0.885 is for less than the critical value of 9.488 at 0.05 levels significance.  This then pre-supposes that the banks have not show full compliance with CBN guideline.

HYPOTHESIS 3

Ho: The rigidity of CBN monetary policies have not hindered the use of bank credit facilities.

Hi: The rigidity of CBN monetary policies have not hindered the use of bank credit facilities.

TABLE 7

RESEARCH QUESTION: MOST INDIGENOUS BUSINESS AND INDIVIDUALS DO NOT MAKE USE OF BANK CREDIT FACILITIES AS A RESULT OF THEIR STRINGENT CREDIT POLICIES AND CONDITIONALITY, IS IT TRUE?

	Response
	Frequency
	Percentage

	Yes
	36
	75

	No
	5
	10.4

	No response
	7
	16.4

	Total
	48
	100


TABLE 8

RESEARCH QUESTION: DO YOU THINK THAT THE CREDIT POLICIES GUIDING BANKING OPERATIONS NEED SOME ADJUSTMENT TO EASE THE RELATIONSHIP BETWEEN BANKS AND THEIR CUSTOMERS.

	Response
	Frequency
	Percentage

	Yes
	18
	56.3

	No
	11
	34.3

	No response
	3
	9.4

	Total
	32
	100


TABLE 9

RESEARCH QUESTION: IF YOUR ANSWER TO QUESTION 3 ABOVE IS NO WOULD YOU SAY THAT YOUR INABILITY OBTAIN LOAN WAS A RESULT OF RIGID POLICIES AND CONDITIONALITITES OF THE BANK?

	Response
	Frequency
	Percentage

	Yes
	21
	65.6

	No
	8
	25.0

	No response
	3
	9.4

	Total
	32
	100


OBSERVED FREQUENCY TABLE

	
	YES
	NO
	NO RESPONSE
	TOTAL

	Q7
	36
	5
	7
	48

	Q10
	18
	11
	3
	32

	Q3
	21
	8
	3
	32

	
	75
	24
	13
	112


EXPECTED FREQUENCY TABLE

	
	YES
	NO
	NO RESPONSE
	TOTAL

	Q7
	32
	10
	6
	48

	Q10
	21
	7
	4
	32

	Q3
	21
	7
	4
	32

	
	74
	24
	14
	112


	Observed
	Expected
	(o-e)
	(o-e)2
	(o-e)2

	36
	32
	4
	16
	0.5

	5
	10
	-5
	25
	2.5

	7
	6
	1
	1
	0.167

	18
	21
	-3
	9
	0.429

	11
	7
	4
	16
	2.288

	3
	4
	-1
	1
	0.25

	21
	21
	0
	0
	0

	8
	7
	-1
	1
	0.25

	
	
	
	
	X2 – 6.525


DF = (R-1) (C-1)

= (3-1) (3-1)

= 2 x 2 =4

 decision Rule: Reject Ho if x2 > critical value. Other wise accept. H1 and reject Ho since computed x2 = 26-525 > 9.488. we therefore at 4o of freedom 

CHAPTER FIVE

FINDINGS, CONCLUSIONS AND RECOMMENDATIONS

5.1
SUMMARY OF FINDINGS

During the analysis and interpretation of the data collected as well as the oral interview conducted, the researcher made the following observations.

That Banks have not shown full compliance with the central banks guideline on sectoral allocation of  credit to the high priority and other sector from the analysis it was evidently clear that commercial bank deviated from the set target during the year.

That lending policies of these bank are so high that both corporate and individual customer find it difficult to obtain the required credit facilities. That the policies of these bank affects the customers the bank and the economy. That there was a significant differences between he volumes of lending by commercial banks during interest deregulation and pegging of interest rate.

That credit limited approved for the branch manager and lending officers in very low.

That most of department operating within the banks do not have sound personnel hence they don’t master the intricacies the banks lending policies and its proper implementation.

5.2
CONCLUSION

From the result of the analysis of collected and various investigations conducted from this study. The researcher now concludes that credit polices effect the banks. This could be attributed to increasing back log of bad debt in the banking system. As a result, the CBN as well as the banks should impose more measure aimed at curbing loan defaulting and reduce the account available for lending but this may result to under utilization of fund and non performance as banks make much of their profit from credit creation.

The commercial banks do not ensure full compliance to the credit is an indisputable fact. In spite of the penalties imposed by the CBN some banks deviated from the policy, targets especially banks with foreign ownership in  the ownership structure. They often maintain that they would rather pay fine than comply sheepishly with the policies because they are established in Nigeria for business and not for charity. These banks are found to be allocating more funds to some sectors of the economy and there by defeating the noble aim of monetary policy.

That most of the banks are operating with not well trained personnel is indisputable, banking being a dynamic profession demands regular training of employees to keep abreast with current development in the banking sub-   sector. Most banks do not have separate marketing and credit departments and as a result there is always a low level of internal control.

Hence will qualified officers of the specific course as graduate should be employed and trained for such positions.

Having comprehensively, investigated the affects of monetary policies on banks the researcher there fore conclude that given the importance which the monitoring authority attach to these sectors, the banks being looked upon as catalysts in economic development should treat the CBN monetary and credit policies with strictest prudence and confidence.

5.2
RECOMMENDATIONS

This work cannot be complete without adequate recommendations by the researcher aimed at improving the system, so that the way adopted can go along way in revitalizing the banking industries, the economy and improve the profit of banks. The central bank should review a more effective approach of suppressing the activities if the banks so as to ensure that they comply fully to the laid down rules especially as it affects the sectored allocation of credit to the various sections of the economy.

They should in this regards intensity its activities in the examination and supervision of  commercial; banks lending operation. Also social examination should be carried out yearly as in this CBN return to examine the quality management based on their lending system. The nations banks should be properly educated on the effectiveness and usability of e-commerce in banking via the internet and the use of other credit facilities like the credit cards for cash transactions as that ensure efficiency  and increase profitability and reduces over heads to it’s lowest ebbs. The CBN should sanction banks as a result of non-compliance to store of the vital guidelines and banks that deal on illegal foreign exchange, round dipping money laundering be dealt with as well. Increasing level of loan default has been as a result of rigidity of banking policies.

Banks should divest their old system of depending on collaterals before the giant as people can use one collateral and decent banks and use a medium and know the genuine investors and giant he loan to their as is the case in the United state but speculative business should not be considered for loan at all.

Security is only a second way out and should rank last in the consideration of any proposal or financial accommodation. In view of this, collateral should be used as a guide for loan repayment and not for a safeguard against default. The banks should been all or part of the cost of credit generation. This includes the cost of valuation, commitment fee and other explicit cost. The preparation and feasibility should b undertaken by the legal and estate department of the banks without any notice able additional cost.

Banks should be encouraged to employ will trained and experience staff in the field so  as to be able to handle interact aspect of the lending activities also constant review of lending policies and practices should be undertaken to ensure adequate compliance. Policies should be modified and reviewed periodically to reflect the innovative banking system currently gaining ground in the country.

 For most banks that clamor for universal banking, they should have everything on the ground to ensure an effective take off and avoid lapses as critics to the balances that. It may not favour the poor masses but rather the banks alone. The banks should completely readjust their orthodox lending policies and practice especially as it relates to lending during and after recession.

The banking system should map out some improved modalities for an increased financial accommodative to priority areas of the economy. Much attention should be directed to the farmer and the small scale industries who may from the bulk of the nations endogamous business.

Finally, interest rate should be allowed to be determined by market. Forces as in the current guidelines, this way, the bankers and their customers would be given free hand to negotiate with each other. The policies should be less stringent so that the banks can compete favorably in this state of competitions as a result of deregulation of the banking sectors.
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QUESTIONNAIRES

Instructions

Please thick ((() in the box bearing the option which is applicable to your opinion.

SECTION A

Are you aware of any policies or credit guide lines by the CBN

a.
Yes [
]

b.
No
[
]

2.
If yes to the question above indicate the major credit policy that guides your bank

a.
Cannon of lending
[
]

b.
Monetary policy circular
[
]

c.
Other internal policies
[
]

3.
To what extent has the external and internal policies affected your activities.

a.
To a great extent
[
]

b.
To an extent
[
]

c.
To no extent
[
]

Has your bank been adhering to it?

a.
Yes [
]

b.
No
[
]

How can you rank the compliance of your bank?

a.
High
[
]

b.
Low
[
]

c.
No response
[
]

 How can you asses the lending limits?

a.
High
[
]

b.
Low
[
]

c.
No response
[
]

Most indigenous business and individuals do not make use of bank credit facilities it sis truest?

a.
Yes [
]

b.
No
[
]

What areas do you give maximum consideration in your lending operations?

a.
Manufacturing
[
]

b.
Commerce
[
]

c.
Agriculture
[
]

What peculiar problem have you encounter in advancing to the sector

a.
Non repayment
[
]

b.
Reversions of loan other purpose
[
]

c.
Lack of banking habit
[
]

Way year bank operating during the era of interest deregulations?

a.
Yes [
]

b.
No
[
]

C.
No response
[
]

How would you describe the interest repayable now?

a.
Negotiable
[
]

b.
Low
[
]

c.
Non response
[
]

Did your bank record more loan now

a.
Yes [
]

b.
No
[
]

If your answer is yes would you say it is because of interest deregulation

a.
Yes [

]

b.
No
[
]

Would you say there is deference  between the deregulation era and the pegging era of interest.

a.
Yes [

]

b.
No
[
]

Please give reasons for your answer above.

