THE IMPACT OF SELECTED MACRO-ECONOMIC VARIABLES ON THE PROFIT PERFORMANCE OF MANUFACTURING COMPANIES IN NIGERIA

ABSTRACT
This study empirically investigated the effect of macroeconomic variables on profit performance in Nigeria manufacturing sector. It spanned from 2010 to 2020 and utilized annual  time series secondary data extracted from annual reports and financial  statements of the  selected firms. The ex-post facto research design was adopted while analytical techniques employed were descriptive statistics, fully modified ordinary least squares panel regression and Pearson correlation analysis. Findings revealed that changes in macroeconomic indices play significant roles in the return on assets of manufacturing firms in Nigeria. Particularly, the  result  showed that exchange  rate,  interest rate,  external debt and trade  openness have  a  negative effect while  inflation  rate exerts  a positive influence  on the  return on assets of manufacturing  firms in  Nigeria. Among the  selected  macroeconomic variables, the effects of exchange rate and inflation rate were significant. The result implies that an unstable macroeconomy is harmful to the healthy growth of manufacturing firms in Nigeria. The study, therefore, recommended among other things that the exchange rate should be monitored while economic policy measures aimed at controlling the exchange rate in Nigeria should be established. A high rate of interest should also be regulated and set to a rate favourable to the growth of manufacturing companies in Nigeria. The federal government of Nigeria should work towards reducing their level of borrowing from foreign countries and as well reduce the volume of trade openness for the overall performance of the manufacturing sector in Nigeria. 
CHAPTER ONE

INTRODUCTION

BACKGROUND OF THE STUDY

Researchers have shown interest in investigating the correlation between macroeconomic conditions and organisational performance. Key macroeconomic indicators, like the exchange rate, interest rate, inflation, and gross domestic product, are commonly believed to influence an organization's performance. These are exogenous elements that impact the functioning of daily operations. Macroeconomic factors exert a significant influence on the manufacturing sector of the Nigerian economy, hence affecting the performance of enterprises. Macroeconomic factors are external to the organisation and outside the control of management. These elements encompass social, environmental, and political situations, as well as suppliers, rivals, and government rules and policies (Adidu & Olanye, 2006 as quoted in Egbunike & Okerekeoti, 2018). Important economic indicators that impact manufacturing firms include the Consumer Price Index (CPI), unemployment rate, gross domestic product (GDP), stock market index, inflation rate, exchange rate, corporate tax rate, and interest rates. These macroeconomic factors can either positively or negatively affect the growth and performance of manufacturing firms (Egbunike & Okerekeoti, 2018). This was demonstrated by the crises that occurred in Latin America, East Asia, Russia, and the global financial crisis in 2007 (Issah & Antwi, 2017). The current economic downturn in Nigeria, which experts believe caused certain companies to be removed from the stock exchange, has highlighted the impact of macroeconomic conditions on corporate performance (Zeitun et al., 2007). The monetary policy of a country has a broad impact on several sectors by influencing the cost of borrowing and the availability of money/credit. This, in turn, can affect a firm's ability to obtain external sources of funding. Fiscal policies have an impact on a company's net cash flow after taxes, its cost of capital, and potentially the demand for its products, as well as its survival (Zeitun et al., 2007 as cited in Egbunike & Okerekeoti, 2018). Furthermore, elevations in the nominal interest rate and inflation rate amplify the overall rates of failure or default. Macroeconomic factors, such as hyperinflation and rising exchange rates, have a significant impact on the profitability of manufacturing enterprises in many developing nations, including Nigeria (Owolabi, 2017).

The industrial sector plays a crucial and indispensable role in driving economic growth and development. The text states that the engine of economic growth is the main factor contributing to the economy's development (Libanio, 2006 as referenced in Essays, 2013). Adegbemi (2018) states that the Verdoorn's (1949) and Kaldor's (1975) laws confirm the fundamental importance of the manufacturing sector to the economies of emerging countries. The validity of this position has been corroborated by Onakoya (2014), Szirmai (2009), Amakom (2012), and Arnold, Javorcik & Mattoo (2011) as referenced in Adegbemi (2018). The fundamental deduction is that enhanced worker productivity in the manufacturing sector results in an increase in the growth of manufacturing output due to the impact of amplified economies of scale and technological advancements.

The manufacturing sector include industries engaged in the production and processing of goods, involving the invention of new products or the enhancement of existing ones (Adebayo, 2011 as cited in Nwanne, 2015). Dickson (2010) states that the manufacturing sector plays a substantial role in the industrial sector of developing countries. The end product can function either as a completed item that can be sold to clients or as a component employed in the manufacturing process.

Manufacturing industries play a crucial role in an economy by facilitating the transformation of raw materials into finished commodities. According to Charles (2012) as referenced in Nwanne (2015), it is argued that manufacturing businesses generate employment opportunities, hence contributing to the growth of agriculture and the diversification of the economy. This, in turn, assists the nation in increasing its foreign exchange profits. According to Waiyaki (2017), performance is the ongoing effort to enhance individual performance by matching actual performance with the desired organisational objective. Typically, the performance of an organisation is a crucial determinant of its success or failure.

The financial performance of a corporation refers to the quantitative evaluation of its ability to effectively use its resources in order to generate profit (Omollo, Muturi, & Wanjare, 2018). Financial performance refers to the degree to which a company's financial objectives are being achieved or have been achieved. It evaluates a company's ability to remain financially stable over a long period of time. A firm's financial performance has a substantial influence on various stakeholders, including shareholders, managers, creditors, and the government. This impact is evident in the returns received by shareholders, the compensation received by managers, the firm's ability to repay its debts, and the overall effect on the economy for tax purposes. Additionally, financial performance plays a crucial role in determining the firm's financing options, growth prospects, and long-term survival.

The company's financial performance, including its ability to get both internal and external financing, as well as its capability to grow and endure, can significantly influence its survival. Rafiq (2018) said that the Central Bank of Nigeria (CBN) has stated its intention to streamline the process of providing loans with interest rates in the single digits to companies in the agriculture and manufacturing industries. The government's implementation of port reforms and other business-friendly efforts is facilitating the manufacturing process in the country, albeit to a certain extent. As a result of implemented improvements, Nigeria's position in terms of ease of doing business improved from 169th place in 2016 to 145th place in 2017.

The National Bureau of Statistics reports that Nigeria's GDP from Manufacturing declined to 1,608,461.83 NGN Million in the first quarter of 2019, down from 1,686,416.37 NGN Million in the fourth quarter of 2018. The Gross Domestic Product (GDP) generated from the manufacturing sector in Nigeria had an average value of 1,413,401.85 NGN Million between 2010 and 2019. It reached its highest point of 1,718,985.30 NGN Million in the third quarter of 2014 and its lowest point of 875,408.17 NGN Million in the first quarter of 2010.

The manufacturing sector was similarly impacted by the recent economic recession. There was a decrease of 8.7% in industrial production during the fourth quarter of 2016 compared to the same quarter in 2015. From 2007 to 2016, the average rate of production growth was 1.35%. The highest growth rate of 20.10% occurred in the first quarter of 2011, while the lowest growth rate of -10.10% was recorded in the first quarter of 2016.

Currently, the manufacturing sector is undergoing a significant decline, with an average capacity utilisation of approximately 40 percent. According to a survey conducted by the Manufacturers Association of Nigeria (MAN) in the first quarter of 2019, the manufacturing sector experienced increased stress and low confidence among operators. However, there was a high expectation of improvement later in the year.

Adegbemi (2018) states that the growth rates of the macroeconomic components exhibit similar oscillating patterns. Managing the elements of macroeconomic parameters, such as inflation rate, interest rate, unemployment rate, and exchange rate, is a significant challenge, particularly in relation to the resulting Gross Domestic Product. The interest rate increased from 12% to 15% throughout the third and fourth quarters, accompanied by an unstable foreign currency policy. This was the outcome of the explicit strategy of the Nigerian fiscal authorities to overcome economic recession by implementing expansionary government expenditure. This resulted in a continuous increase in inflation throughout 2016, as demonstrated by the rise in consumer prices from 12.8% in March 2016 to 13.7% in April and 17.6% in September. The core inflation rate in Nigeria rose by 17.85% in January 2017 compared to the same time in 2016. In August 2016, the number of unemployed individuals was approximately 4.58 million. The percentage increased from 12.1% in quarter 1 to 13.3% in quarter 2 and further to 14% in quarter 3. In November 2016, the ratio of foreign direct investments to portfolio investments decreased by 23.75% and 9.49% respectively, with foreign direct investments accounting for 17.8%. The industrial output in Nigeria saw a significant decline in the first quarter of 2016, with a value of -10.1. However, it showed a slight improvement in the second quarter, reaching 0.1%. Unfortunately, it then sharply decreased to -3.6% and -8.7% in the third and fourth quarters of 2016, respectively (Nigeria Industrial Production, 2007 to 2017).

STATEMENT OF THE PROBLEM

Financing, investment, and operational decisions are just a few examples of operational and strategic decisions that are regularly influenced by the macroeconomic environment Owolabi (2017). Internal and external factors impact a company's profitability; the internal aspect focuses on the company's ability to increase productivity and reduce expenses, whilst external factors include the exchange rate, GDP, the stat s of the economy, unemployment rate, government regulation, and so on. However, macroeconomic i dices such as the interest rate, gross domestic product, inflation rate, regulatory policies, and the like have a substantial impact on firm financial performance, which is comprehensible.) As a result, the purpose of this study is to provide macroeconomic variables that impact profit or performance to manufacturing healthcare enterprises, thereby alleviating the problem of caused by macroeconomic variable instability.

OBJECTIVES OF THE STUDY

The primary aim of this study is examine the impact of selected macro-economic variables on the profit performance of manufacturing companies in Nigeria. Specifically, this study seeks to:

Determine whether exchange rate have a significant effect on return on assets of Manufacturing Firms in Nigeria.

Determine whether interest rate have a significant effect on return on assets of Manufacturing Firms in Nigeria

Determine whether inflation rate have a significant effect on return on assets of Manufacturing Firms in Nigeria.

Determine whether external debt have a significant effect on return on assets of Manufacturing Firms in Nigeria.

Determine whether trade openness have a significant effect on return on assets of Manufacturing Firms in Nigeria.

RESEARCH HYPOTHESES

The following research null hypotheses will validate this study:

H01: Exchange rate does not have a significant effect on return on assets of Manufacturing Firms in Nigeria.

H02: Interest rate does not have a significant effect on return on assets of Manufacturing Firms in Nigeria

H03: Inflation rate does not have a significant effect on return on assets of Manufacturing Firms in Nigeria

H04: External debt does not have a significant effect on return on assets of Manufacturing Firms in Nigeria

H05: Trade openness does not have a significant effect on return on assets of Manufacturing Firms in Nigeria

SIGNIFICANCE OF THE STUDY

The study on the impact of macroeconomic factors on investment in the manufacturing sector of Nigerian economy is expected to be of great importance to a number of individuals, institutions and the government. First, this study will enable the federal government to have a reform on its policies on the real sectors particularly the manufacturing sector of Nigerian economy. The result of this study will be useful to the government in understanding the importance of macroeconomic factors on investment in the manufacturing sector of the Nigerian economy thus formulating and implementing policies relating to manufacturing sector investment towards improving the manufacturing productivity for economic growth and development. It would provide an empirical support for informed decision making.

Furthermore, the study will be of great relevance to upcoming researchers and scholars who have interest in related study thus using it as a reference point while conducting such study..

SCOPE OF THE STUDY

Generally, this study is focused on examining the impact of selected macro-economic variables on the profit performance of manufacturing companies in Nigeria. Specifically, it is focused on determining whether exchange rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether interest rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether inflation rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether external debt have a significant effect on return on assets of Manufacturing Firms in Nigeria and determining whether trade openness have a significant effect on return on assets of Manufacturing Firms in Nigeria.

The scope of the study covers the period of  2010-2020.

LIMITATIONS OF THE STUDY

Generally, this study is limited to examining the impact of selected macro-economic variables on the profit performance of manufacturing companies in Nigeria. Specifically, it is limited to determining whether exchange rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether interest rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether inflation rate have a significant effect on return on assets of Manufacturing Firms in Nigeria, determining whether external debt have a significant effect on return on assets of Manufacturing Firms in Nigeria and determining whether trade openness have a significant effect on return on assets of Manufacturing Firms in Nigeria.

The scope of the study covers some selected manufacturing companies in Nigeria, and a period of 10years ranging from 2010-2020, hence further research is needed before the findings of this work can be used any where else.

DEFINITION OF TERMS

Macro-economic variables: Macroeconomic variables are indicators or main signposts signaling the current trends in the economy. Like all experts, the government, in order to do a good job of macro-managing the economy, must study, analyze, and understand the major variables that determine the current behavior of the macro-economy.

Manufacturing companies: A manufacturing business is any business that uses components, parts or raw materials to make a finished good. These finished goods can be sold directly to consumers or to other manufacturing businesses that use them for making a different product.
CHAPTER TWO

REVIEW OF LITERATURE

INTRODUCTION

Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.

Precisely, the chapter will be considered in three sub-headings:

Conceptual Framework and
Theoretical Framework
Empirical Review

2.1 CONCEPTUAL FRAMEWORK

Concept of Macroeconomic Factor(s)

The word “macroeconomics” is derived from the Greek prefix makro meaning “large” and economics, and is a branch of economics which deals with the performance, structure, behavior and decision making of the economy as a whole (Sullivan & Sheffrin, 2003) as cited in (Adegbemi, 2018). The macro environment looks at forces surrounding a firm that have the potential to affect the way it operates (Davis & Powell, 2012). The Institute of Chartered Accountants (ICAN) opined that it can be viewed as a set of factors or conditions that are external to the firm but which can influence the operations of the firm.

The macro environment refers to those conditions and forces which are external to the firm and are beyond the individual business unit, but they all operate within it (Taher et al., 2010). Duncan (1972) opined that the external business environment refers to the totality of factors outside an organization that are taken into consideration by an organization in its decision making. These factors depend largely on the complexity and dynamism of the environment (Duncan, 1972; Dess & Beard, 1984). The external business environment is classified as being stable when it does not show any changes, unstable when it shows relative changes and dynamic when it shows changes continuously (Aguilar, 1967).

Studies have indicated changes in the value of financial assets to be responsive to macroeconomic factors such as inflation rate, exchange rate, interest rates, GDP, money supply, unemployment rate, dividends yields and so forth (Fosu et al., 2014). The study focused on the following selected macroeconomic variables: interest rate, inflation, exchange rate, money supply and GDP.

The macro-economic variables of this study are: 

Return on Assets

Exchange rate

Interest rate

Inflation rate

External Debt

Trade Openness at time

Interest Rate: 

Crowley defined interest rate as the price a borrower pays for the use of money they borrow from a lender or fee paid on borrowed assets. Ngugi (2001) described interest rate as a price of money that reflects market information regarding expected change in the purchasing power of money or future inflation. Economists argue that interest rate is the price of capital allocation over time; monetarist use the interest rate as an important tool to attract more saving, as increases in the interest rates attract more savings and the decrease in interest rate will encourage investors to look for another investment that will generate more return accordingly (Murungi, 2014). Those interest rates are important because they control the flow of money in the economy. High interest rates curb inflation but also slow down the economy. Low interest rates stimulate the economy, but could lead to inflation.

Inflation Rate: 

Jhingan (2002) defined inflation as a persistent rise in the general level of prices. Akers (2014) stated that inflation rate measures changes in the average price level based on a price index. Inflation can be measured in several ways; however, two commonly used measures are the GDP Deflator or a CPI indicator. The GDP Deflator is a broad index of inflation in the economy; the CPI measures changes in the price level of a broad basket of consumer products. The CPI measures average retail prices that consumers pay. A high or increasing CPI indicates existence of inflation. Higher prices tend to reduce overall consumer spending which, in turn, leads to a decrease in GDP while inflation itself is not negative, rapidly increasing rates of inflation signal the possibility of poor macroeconomic health. Economists distinguish between two types of inflation: demand-pull inflation and cost-push inflation. Demand-pull inflation occurs when aggregate demand for goods and services in an economy rises more rapidly than an economy’s productive capacity. Cost-push inflation, on the other hand, occurs when prices of production process inputs increase. Rapid wage increases or rising raw material prices are common causes of this type of inflation. Inflation rate is primarily measured in Nigeria as the percentage change in the CPI which has the food and core index, to give the headline inflation. The CPI measures the price of the representative food and services components such as food, alcoholic beverages, energy, housing, clothing, transport, health, communication, transport, etc.

Exchange Rate: 

According to Business Dictionary, exchange rate is the price for which the currency of a country can be exchanged for another country’s currency. Harvey (2012) described exchange rate as the value of two currencies relative to each other. It is the price of one currency expressed in terms of another currency. It is the price at which the currency of one country can be converted to the currency of another. Exchange rates are either fixed or floating. Fixed exchange rates are decided by central banks of a country, whereas floating exchange rates are decided by the mechanism of market demand and supply (The Economic Times, 2017). Factors that influence exchange rate include: interest rates; inflation rate; trade balance; political stability; internal harmony; general state of economy; and quality of governance.

Return on Assets (ROA): 

This is an accounting-based mea ure of a company's ability to profit from its total assets. It shows how lucrative a company is in company to its total assets, indicating how successfully it utilizes its assets. It is the ratio o to its total assets, usually represented as a percentage.

Exchange Rate (EXCR): This is the exchange rate between two currencies at a certain point in time, or the value of one nation's currency in terms of another nation's currency.

Trade Openness (OPN): This metric assesses a country's international competitiveness in the global market. The sum of imports and exports over GDP was used to calculate trade.

Interest Rate (INT): This is the cost of doing business with money. It is the expense of borrowing money from a lender that is referred to as the opportunity cost. It can also be seen of as a return paid to the provider who provided the financial resources. In most cases, the interest rate is stated as a percentage.

External Debt (EXTD): Th s is money that has been borrowed from a source outside the country. It can be provided by foreign commercial banks, international financial institutions including the International Monetary Fund (IMF), the World Bank, and the African Development Bank (ADB), as well as foreign governments.

Other macro-economic variables include:

Gross Domestic Product (GDP): 
GDP is the total market value of goods and services produced by a country’s economy during a specified period of time. It includes all final goods and services, that is, those that are produced by the economic agents located in that country regardless of their ownership and that are not resold in any form. According to Mwangi (2013), GDP is a most commonly used macroeconomic indicator to measure total economic activity within an economy; its growth rate reflects the state of the economic cycle. It is used throughout the world as the main measure of output and economic activity.

In economics, the final users of goods and services are divided into three main groups: households, businesses and the government. One-way GDP is calculated – known as the expenditure approach – by adding the expenditures made by those three groups of users. Accordingly, GDP is defined by the following formula:

GDP = Consumption + Investment + Government spending + Net exports (GDP=C+I

+G+NX),

Where Consumption (C) represents private-consumption expenditures by households and Non-profit organizations; Investment (I ) refers to business expenditures by businesses and home purchases by households; Government spending (G ) denotes expenditures on goods and services by the government; and Net exports (NX) represents a nation’s exports minus its imports. The idea behind the expenditure approach is that the output that is produced in an economy has to be consumed by final users, which are either households, businesses or the government.

Consumer Price Index (CPI): 

According to Egbunike & Okerekeoti (2018), Consumer Price Index (CPI), refers to a measure that checks the weighted averages or of a basket of goods purchased by household. The goods are weighted according to their importance. The consumer price index, generally gives a clearer view of consumer’s demand vis-à-vis the general price level. The changes in CPI, is a means of knowing the price changes associated with the cost of living. CPI is one of the most used statistics for knowing periods of inflation or deflation. Great rises in CPI during a short period of time indicates period of inflation, on the other hands large drops in CPI during a short period of time indicates period of deflation. Generally, the annual percentage change in CPI as used to measure inflation. The CPI is an index that measures the rate at which the prices of consumption goods and services are changing from month to month (or from quarter to quarter). The prices are collected from shops or other retail outlets. The usual method of calculation is to take an average of the period-to-period price changes for the different products, using as weights the average amounts that households spend on them.

Foreign Direct Investment (FDI): 

World Bank (2004) defines foreign direct investment (FDI) as the net inflows of investment to acquire a lasting management interest (10 percent or more of voting stock) in an enterprise operating in an economy other than the investor’s economy. It can also be detailed as the sum of equity capital, reinvestment of earnings, other long-term capital, and short term capital as shown in the balance of payments. According to the International Monetary Fund (2002) as cited in Egbunike & Okerekeoti (2018), foreign direct investment, commonly known as FDI, refers to an investment made to acquire lasting or long term interest in enterprises operating outside of the economy of the investor. The investment is direct because the investor, which could be a foreign person, company or group of entities, is seeking to control, manage, or have significant influence over the foreign enterprise.

FDI is a major source of external finance which means that countries with limited amounts of capital can receive finance beyond national borders from wealthier countries. Exports and FDI have been the two key ingredients in China’s rapid economic growth. According to the World Bank (2004), FDI and small business growth are the two critical elements in developing the private sector in lower-income economies and reducing poverty. FDI inflow measures the amount of FDI entering a country during a one-year period (Kornecki, 2008) as cited in Egbunike & Okerekeoti (2018). The foreign direct investment stock represents the total amount of productive capacity owned by foreigners in the host country. It grows overtime and includes all retained earnings of foreign-owned firms held in cash and investments. This investment stock has the potential of utilizing the national resources optimally for productive use and consequently, it is expected to influence the growth of the economy.

Concept of Manufacturing

From the outset, it has been difficult to define "manufacturing" and estimate its scope. According to Abdullah (2018), Tench Coxe of the United States identified the production mismatch. In 1810, the value of manufactured products produced was reported to be $127.7 million. However, he calculated that incorporating products "completely ignored or inadequately returned" by state and territory officials would boost the value by 35% to $172.8 million.

Furthermore, Coxe estimated that the United States manufactured $25.9 million in things "of a dubious nature in terms of their status as Manufactures." One example is ash from marijuana smoking. During that time, potash salts were utilized in the manufacture of soap, glass, and textiles. Farmers typically burnt undesired trees, soaked the ashes in iron pots, and then evaporated the mixture to acquire potash salts while clearing hardwood forests to develop fields. Coxe did not appear to consider that this type of output counted as "manufacturing."

Manufacturing's breadth and extent have changed significantly throughout the ages, yet the difficulty of exactly defining "manufacturing" has remained unsolved. Changes in how manufactured things are developed, produced, and marketed have made it increasingly difficult to identify manufacturing and associate it with a specific location. These modifications have also made it more difficult to identify employees whose jobs are related to manufacturing. The economic consequences of these definitional challenges are becoming increasingly significant as a result of Congress codifying into law a range of advantages for items regarded to be made in the United States.

Manufacturing Sector

Manufacturing refers to the production of consumer goods for consumption or product goods for sale using labour and machines and other tools in a large scale. Manufacturing sector refers to those industries which are involved in the manufacturing and processing of items and indulge in either creation of new commodities or in value addition (Adebayo, 2010). To Dickson (2010), manufacturing sector accounts for a significant share of the industrial sector in developed countries. The final products can either serve as finished goods for sale to customers or as intermediate goods used in the production process. Manufacturing output is similar to manufacturing productivity. Productivity is an average measure of the efficiency of production; it is measured as the ratio of output to inputs used in the production process. Total productivity is all the output and input included in the production process. Total productivity measured in their economic values is known as output and inputs. Manufacturing output is measure as ratio of output per input over time. It can be measured based on daily, monthly, yearly changes in manufacturing production. An increase in manufacturing output is said to occur when there is an increase in the output produced, irrespective of the proportion of input used in the production. In Nigeria, and other developing countries, manufacturing output is responsible for a large proportion of total economic activities; that has been estimated for over 80%.

According to National Bureau of Statistics (2014), manufacturing output in Nigeria account for about 4% of total Gross Domestic Product. The manufacturing sector reacts very fast to any instability and shocks in the business cycle. Productivity is divided into two sub concepts, namely: Total-Factor Productivity and Partial Productivity (Asiedu, 2001) as cited in Nwanne (2015). Total-Factor Productivity measures the ratio of output to the total input of all factors of production while the Partial productivity gives the estimate of the ratio of total input to a single input used in production, which is usually labour.

Financial Performance
Organization performance from finance aspect is an organization's capacity to produce new assets from everyday operations, over a given timeframe. A bank gives financial services which include receipt of cash, maintaining customer accounts which would refer to converting cash into plastic money and loaning the funds placed under custody of the bank (Campel, et, al, 1993). Financial performance is utilized to gage the general strength of an organization over a given timeframe and is utilized to analyze comparable or contending firms over an industry. Banks are the foundation of the budgetary business and assume an imperative part in the monetary framework and economy of a nation.

Demirguc-Kunt and Detragiache (1999) demonstrated that banks performance is an imperative indicator of performance of an economy as a whole and performance of the specific banks. Performance will measure the ability of the bank to generate enough resources or income to cover the costs. The performance outcomes are usually reflected in the company's reports both financial and financial. Financial performance will be evaluated using various measures including return on resources invested, quantifiable profit and market share or growth recorded.

Stoner (2003) as referred to in Turyahebya (2013), depicts financially related performance as the capacity of an organization element to work effectively, gainfully to survive, grow and respond to the ecological open doors and dangers. In concurrence with this, Sollenberg and Anderson (1995) focused on that execution is measured the effectiveness of an endeavor in the utilization of assets in accomplishing its goals. As per Hitt, et al (1996) numerous organizations' low execution are as a consequence of ineffectively performing resources.

Determinants of financial Performance

A different of monetary proportions are utilized for evaluating the performance of organizations in the banking industry. Money related performance can be characterized as an estimation of the consequences of an association's polices and operations in fiscal terms. Despite the fact that it is at times hard to synchronize the diverse elucidations of the considerable number of proportions, they give elective viewpoints in evaluating the execut ion of banks for each of the areas in particular, benefit, proficiency, influence and hazard.

Financial Profitability

The essential measures of productivity in banks incorporate Return on Assets (ROA) and Return on Equity (ROE). ROA identifies with the wage earned by the bank to the advantages it utilized as a part of the business operation .It tracks a company's capacity to create wage in view of its benefits. It is usually characterized as net salary (or pre-assess benefit)/add up to resources. It gives data about administration's execution in utilizing the benefits of the business to produce income. Profit before duty is perfect since estimations utilizing net salary after expense figures may indicate slants due essentially to changes in the rates of tax collection (Bodie et al 2009). Return on Assets financial measure provides a more reliable measure of financial performance. This is justified on the grounds that firms should use the assets to generate income. In the banking industry, return on assets measures the efficiency in which the bank is utilizing the assets to generate money by ensuring that the banks collect most deposits, loans and invests the same.

Return on Equity (ROE) measures the profits created for the proprietors, is the proportion measures an enterprise's productivity by uncovering how much benefit an organization creates with the cash that the shareholders have put resources into it. The higher the proportion, the more effective is the money related execution of productivity of a bank. Such benefit proportions measure the monetary execution and the administrative proficiency of bank. ROE is computed as Profits after tax/ capital at beginning of the period while ROA is determined as after-tax profits/ total assets for a period.

Credit Risk Exposure
The credit risk exposure (CR) is measured by the aggregate of the level of advances past due 30 days or progressively and as yet gathering interest in particular Portfolio at Risk (PAR-30).In heartiness tests we incorporate further measures of credit hazard by evaluating different econometric details for three extra unique illustrative factors; the discount proportion (WOR) which is the estimation of advances discounted amid the year as uncollectible, as a rate of normal gross advance portfolio throughout the year. An extra measure of credit hazard is the Risk Coverage Ratio (RC) which is measured as the Adjusted Impairment Loss Allowance/PAR>30 Days lastly Loan Loss Reserve Ratio (LLR). This is measured as the proportion of advance misfortune stores to gross advances or essentially put as Loan misfortune save/Value of advances remarkable. It is a pointer of the amount of the gross credit portfolio has been accommodated yet not charged off. It is critical to note that exclusive WOR and LLR are measures of default, while PAR is a measure of danger of default.

The Impact Of Macro-Economic Variables On Profit Performance

Waiyaki (2017) defines performance as a constant process of improving individual performance by aligning actual performance with the desired organizational goal. In general, one of the most essential factors of an organization's success or failure is its performance.

The financial performance of a company is a quantitative term that measures how efficiently it assesses its resources to generate profit (Omollo, Muturi and Wanjare, 2018). As a result, financial performance can be described as how well a company's financial goals are being met or have been met. It assesses a company's long-term financial viability. Because it is so important to shareholders (in the form of returns on their investment), managers (in the form of compensation), creditors (firms' ability to repay), and the government, a firm's financial performance has a significant impact not only on its sources of financing, growth, and survival, but also on the larger economy (tax purposes). The capacity of a company's financial performance to get both internal and external financing, as well as its ability to develop and survive, can have a substantial impact on its survival. 

Financing, investment, and operational decisions are just a few examples of operational and strategic decisions that are regularly influenced by the macroeconomic environment (Owolabi, 2017).

As a result, macroeconomic indicators including the Consumer Price Index (CPI), exchange rate and inflation rate fluctuations, government spending, and interest rates are widely used to evaluate performance. Macroeconomic factors have an impact on a firm's performance (Egbunike and Okerekeoti, 2018; Issah and Antwi, 2017).

The economic performance of an economy is measured by the stability of macroeconomic variables such as the exchange rate, inflation rate, consumer price index, Gross Domestic Product, stock market index, and interest rates. At both the macro and micro levels of an economy, policymakers expect that these variables will remain  stable and favorable in order for the economy to continue to grow. Furthermore, new and ex sting investors hope that these macroeconomic factors remain favorable so that the value of their investments does not suffer. When the economy is performing well, most investors and shareholders expect businesses to do well as well, resulting in an increase in total wealth.

Financing, investment, and operational decisions are just a few examples of operational and strategic decisions that are regularly influenced by the macroeconomic environment. Owolabi (2017). Internal and external factors impact a company's profitability; the internal aspect focuses on the company's ability to increase productivity and reduce expenses, whilst external factors include the exchange rate, GDP, the stats of the economy, unemployment rate, government regulation, and so on. However, macroeconomic i dices such as the interest rate, gross domestic product, inflation rate, regulatory policies, and the like have a substantial impact on firm financial performance, which is comprehensible).

2.2 THEORETICAL FRAMEWORK

The Keynesian theory of interest rate

In 1936, John Maynard Keynes' "General Theory of Employment, Interest, and Money" was published, kicking off the Keynesian revolution. According to the Keynesians' model, interest rates fall as the money supply expands, ceteris paribus, resulting in a negatively sloppy demand curve. The model assumes a constant money supply, hence the interest rate is mostly driven by money demand. According to Keynes, the supply and demand for money are the primary determinants of interest rates (Osadume, 2018). According to Keynes' analysis, there are three motives for holding money: transaction, precautionary, and speculative motives.

Purchasing Power Parity Theory

The Purchasing Power Parity (PPP) theory is a method for determining exchange rates. It asserts that the change in relative price levels of two currencies over time influences the change in their exchange rate. The inflationary theory of exchange rate movements gets its name from the theory that it focuses on price level change as the key driver of exchange rate fluctuations. According to Coakley, Flood, Fuertes, and Taylor (2005), when a home country's currency is converted to foreign currency in absolute terms, it will have similar purchasing power. According to Coakley, Flood, Fuertes, and Taylor, home currency should always buy a similar basket of goods in a foreign country. Changes in nominal price levels between countries are represented by variations in national pri es based on relative PPP. The theory applies in this study because the chosen Healthcare manufacturing company does both local and international business, necessitating the use of both local and foreign currency, which has an impact on the company's financial performance.

Cobb-Douglas Production Function
The Cobb-Douglas is a functional form of production functions which is used to represent the relationship of an output to inputs. This function was proposed by Knut Wicksell (1851-1926), and tested against statistical evidence by Charles Cobb and Paul Douglas in 1928. The Cobb-Douglas function mainly measures the physical capital and labour, as well as the amount of output that can be produced by these inputs. This model published in 1928, was used to model the growth of the American economy during the period 1899-1922. They viewed a simplified economy, where production output is determined by the amount of labour involved and the amount of capital invested. Their model proved to be remarkably accurate. Cobb-Douglas production function shows that one input can be substituted by other but to a limited extent. For example, capital and labour can be used as a substitute of each other, but to a limited extent only.

In its most standard form for production of a single good with factors, the Cobb-Douglas model is denoted as:

Y = ALαKβ
2.1

Where: Y = Total production (monetary value of the goods produced in a year), L = Labour input (total number of person/hours worked in a year),

K = Capital input (monetary worth of all machinery, equipment and buildings), A = Total factor productivity,

α and β = output elasticity of labour and capital respectively.

Output elasticity measures the responsiveness of output to a change in levels of inputs (either labour or capital) used in productions, ceteri paribus. Returns to scale refers to a technical property of production that examines changes in output, subsequent to a proportional change in all inputs. The Cobb-Douglas production function is most times written as a function homogenous of degree one. Therefore, with α+β = 1 and it is characterized by unitary elasticity of substitution, α+β=1 means constant returns to scale. However, if α+β<1, then the returns to scale are decreasing and if α+β>1, then returns to scale are increasing. When we assume perfect competition, α and β can be shown to be labour and capital output share respectively. A lot of empirical studies suggest that the mathematical form of the production process is a reasonable representation of the activity that occurs within manufacturing firm (Nto et al, 2012) and Onyeranti (2012).

Leontief production Function

Leontief production function or fixed proportions production function is a production function that implies the factors of production will be used in fixed (technologically predetermined) proportions, as there is no substitutability between factors. It was named after Wassily Leontief and represents a limiting case of the constant elasticity of substitution production function. For the simple case of a good that is produced with two inputs, the function is of the form where q is the quantity of output produced, z1 and z2 are the utilized quantities of input 1 and input 2 respectively, and α and β are technological determined constants.

Leontief production function uses fixed proportion of inputs having no substitutability between them. It is regarded as the limiting case for constant elasticity of substitution. The production function can be expressed as follows:

Q = min (z1/α, z2/β)……..
2.2

Where:

Q = quantity of output produced Z1 = utilized quantity of input 1 Z2 = Utilized quantity of input 2 α and β = constants

*IS-LM* Model

The IS-LM model was developed based on the assumption of fixed money wages and prices which implies a perfectly elastic aggregate supply curve where output is determined by the position of the aggregate demand curve. The main advantage of this model over some other models is that it includes consumption, investment, government spending, taxes, exports, imports, interest rate, exchange rate, current account, capital account and national output in a single framework. In this model exchange rate does not affect output directly, it affects it indirectly through the import-export and the money supply channels. Depreciation is theoretically expected to have positive effect on export since it makes domestic goods cheaper to foreign consumers. It is expected that depreciation would reduce import as a result of the higher relative price of imported goods. Depreciation would thus increase net export and income where the Marshall-Lerner condition is satisfied. Where this condition holds, domestic income (output) would increase with depreciation through the goods market.

Exchange rate can also affect domestic money supply and through it affect domestic income. Depreciation is theoretically expected to be accompanied by increase in domestic currency that is increase in money supply. This is expected to lead to reduction in interest rate and increase in investment. Increase investment would lead to increase in national income and output given the national income identity. The interest rate effect of exchange rate changes can also work through the capital flows in the BP equation. With depreciation and the consequent reduction in interest rate due to its expansionary effect on money supply.

Purchasing Power Parity Theory

The Purchasing Power Parity (PPP) theory is a method for determining    exchange rates. It  asserts  that the change in relative price  levels of two currencies over time influences the  change in their exchange rate. The inflationary theory of exchange rate movements gets its name from the theory that it focuses on price level change as the key driver of exchange rate  fluctuations. According to  Coakley, Flood, Fuertes, and Taylor (2005), when  a home  country's currency is converted to foreign currency in absolute terms, it will have similar purchasing power. According to Coakley, Flood, Fuertes, and Taylor, home currency should always buy a similar basket of goods in a foreign country. Changes in nominal price levels between countries are represented by variations in national prices based on relative PPP. The theory applies in this study because the chosen Healthcare manufacturing company does both local and international business, necessitating the use of both local and foreign currency, which has an impact on the company's financial performance. 

The Pecking Order Theory

Two works that contributed to pecking order theory are Myers (1984) and Myers and Majluf (1984). (1984). Its belief was based on Donaldson's (1960) argument that financing practices imply expectations, and that managers would make financial decisions in order to eliminate inefficiencies in the company due to information asymmetry. Businesses, according to the  theory,  have financial optimization concerns. As  a result, a company  will prefer  internal  financing to external financing, and debt financing over stock financing will be favoured. The theory stated that in less developed countries with less developed financial systems, finance sources are opaque, forcing them to rely on internally generated funds as well as borrowing from banking institutions for external funding needs, thereby contributing to the country's economic situation.  

Fisher’s effect theory of Inflation

The Fisher effect theory of inflation, introduced by Pandey (2009), looks at the effects of inflation from two perspectives: aggregate demand and cost of production. During periods of high inflation, consumers with fixed incomes have less purchasing power because the value of money has declined, resulting in fewer demand for goods. Inflation also raises production costs, reducing profit margins. Pandey went on to explain that if capital markets were perfect,  equal-risk investments in various countries should  yield equal returns.  This is due to the  arbitrage process, which entails a continuous transfer of funds from one country to another until a state of equilibrium is achieved. The nominal interest rates will adjust perfectly to the  change in inflation rates due to the fisher effect if t the same.

Comparative Advantage Trade Theory

This theory was first proposed by Ricardo in 1958. Openness at the country level, according  to the  theory, leads to growth gains through  specialization, innovation investment,  productivity increase, or improved resource allocation. According to the theory, allowing a  country  to open  up to the outside world helps it  to reallocate scarce  resources  to more theory, higher factor productivity leads to longer growth gains, but the intermediate impact is likely to be negative, implying a J curve reaction.  As a result, the  Pecking Order theory, which emphasizes  financial  optimization in an  organization, is used in this study.

2.3 EMPIRICAL REVIEW

Several studies have been carried out to estimate the impact macroeconomic factors on investment in manufacturing sector in Nigeria. Some of the researches by scholars on impact macroeconomic factors on investment in manufacturing sector in Nigeria are given below:

Anyaegbuna (2017) examines the impact of selected macroeconomic variables on manufacturing productivity (1981-2015) in Nigeria; using ordinary least square (OLS) techniques that focused explicitly on manufacturing productivity and macroeconomic variables selected. The researcher finding shows that foreign direct investment (FDI) exerts a positive impact on manufacturing productivity. Though FDI is insignificant, government capital expenditure has a negative impact on manufacturing productivity. Consumer price index (CPI) is insignificant while domestic private investment, exchange rate and credit to manufacturing sector are very important factors for determining manufacturing productivity in Nigeria.

Obodo (2016) analyze the impact of selected macroeconomic variables on manufacturing productivity (1981-2013) in Nigeria using the ordinary least square (OLS) method of analysis and the annual time series data. The study finds that foreign direct investment (FDI) exerts a negative impact on manufacturing productivity. Government spending has a positive impact on manufacturing productivity but its impact is relatively very small. The study provided evidence that interest rate, exchange rate and consumer price index are very important factors for determining manufacturing productivity in Nigeria.

Ubesie  (2016) looked at the effect of foreign  exchange  fluctuations on the  Nigerian  economy's financial depth. From 1985 through 2015, the study used secondary time series data. The data was examined using the multiple regression analytical approach of Ordinary  Least Squares (OLS), which  included  the unit root test of  time series data stationarity.  According to OLS regression studies, fluctuations in foreign exchange in Nigeria have not had the expected beneficial effect on the depth of the Nigerian financial industry. This means that Nigeria's economy has a lengthy history of failing to achieve a stable exchange rate that attracts foreign investment.  

Using multiple linear regression, Egbunike and Okerekeoti (2018) explored the relationship between macroeconomic conditions, corporate characteristics, and financial performance of listed manufacturing enterprises in Nigeria. The findings revealed that while interest rates and exchange rates had no effect on ROA, inflation and GDP growth rates did. Furthermore, firm size, leverage, and liquidity were also important factors. 

Odior (2013) looked into the impact of  Nigerian industrial production  on macroeconomic  conditions. For 37 years, the data was  examined  using ordinary least  squares regression  models  (OLS). The research  revealed  that in Nigeria, broad  money supply has  minimal  impact  on manufacturing productivity,  but manufacturing sector loans  and foreign direct  investment had a big impact. 

Bernard and Adenuga (2016) investigated the association between economic changes and manufacturing sector performance in Nigeria from 1981 to 2009 using the Ordinary Least Squares (OLS) approach. The exchange rate, electric power consumption, and government  capital  spending  all show unilateral relationships, according to the data. In effect, the  exchange rate has a direct and considerable impact on manufacturing production, whereas the consumption of electric power has an indirect and significant i pact.   

Ifuero  and Chijuka (2014)  examined  the impact  of macroeconomic  variables  on bank  profitability in Nigeria using annual data from 1990 to 2013. The variables studied were GDP, interest rate (INTR), and inflation (INFR) on return on equity (ROE), which is a proxy for  profitability, and  the analytical tool  was Pooled  Ordinary  least square method. Gross  domestic product (GDP) and return on equity (ROE) have a positive relationship, according to the studies (ROE). Return on equity (ROE) was found to have a negative relationship with the interest rate and inflation rate; the gross domestic product has a significant positive effect on return on equity (ROE), whereas the interest rate has a significant negative effect on return on equity (ROE), but inflation was not significant at all levels of significance. 

From 2005 to 2015, Ali and Bilal (2018) used multiple regression analysis to look into the  factors  that influenced the  financial performance  of Jordanian manufacturing industrial  companies. Return on assets  is favorably related  to liquidity, profitability, and  revenue,  according to the  study (ROA). It also  has a negative relationship with the variables of  leverage and company size.  Furthermore, the regression findings demonstrated  that all  variables have a significant impact on the financial performance of Jordanian manufacturing industry businesses. Multiple regression techniques were utilized by Lasisi, Dikki, and Okpanachi (2018) to analyze the factors that influenced the profitability of listed agricultural enterprises in Nigeria from 2008 to 2016. According to the findings, liquidity and sales growth have a positive and significant impact on profitability (ROE), whereas leverage has a negative and significant impact on profitability, and operating expense efficiency has a negligible negative impact on profitability of Nigerian listed agricultural companies. Inyiama and Ozouli (2014) studied the connections between the foreign exchange rate and financial performance metrics in the Nigerian beer industry between 2000 and 2013. They discovered that earnings per share has a short-term negative and insignificant effect, whereas  stock  prices, net  asset value per share, and  price-earnings ratio  are positively and  insignificantly related to the foreign exchange rate in the short run, using Granger Causality, 2-step cointegration, Engle and Granger's Error Correction Model, and correlation analysis  procedures. They  also discovered that  the exchange rate  has a long-run negative and  negligible relationship with  all of the  variables,  with unidirectional causality connecting  profits per share to exchange rate and exchange variations rate to net asset value per share.   Samiloglu, Oztop, and Kahraman (2017) investigated the  drivers of  business financial  performance on the Istanbul stock exchange from 2 06 to 2015. (BIST). The panel regression  study found that ROA has a  strong and negative relationship  with the price-to-earnings (PE)  ratio, earnings per share (EPS), and dividend yield (DY), however ROA had no significant  link with the price-to-book  ratio (PB). Furthermore, there is a strong and  negative  relationship between (ROE)  and (ROE) (EPS).  Finally, EPS, PB, and DY all  have a  significant and positive relationship with ROE. From 2006 to 2015, Combey and Togbenou (2017) examined the short- and   long-run  relationship between three  main macroeconomic  indicators  (GDP growth, real  effective  exchange rate, and inflation) and banking sector profitability (measured by return on assets and return on equity) in Togo using the Pool Mean Group estimator. In the short run , banks' return on assets and return on equity are unconnected to macroeconomic variables, according to the findings. Bank capital to assets ratio and bank size, on the other hand, have a positive impact on banks' return on assets, whilst bank capital to assets ratio has a negative impact on banks' return on equity. Real GDP growth and the real effective exchange rate, on the other hand, have a negative and statistically significant impact on banks' return on assets in the  long run, whereas inflation  has no such impact.  In terms  of a bank's  return on  equity,  evidence suggests that real GDP growth, real effective exchange rate, and inflation have a negative impact in the long run. Kanwal and Nadeem (2013) looked at the impact of macroeconomic variables on the  profitability of Pakistan's public limited  commercial banks from 2001  to 2011. Using the  Pooled  Ordinary  Least Square (POLS)  method, the effect of three major external factors:  inflation rate, real gross domestic product (GDP), and real interest rate on profitability indicators such as return on assets (ROA), return on equity (ROE), and equity multiplier (EM)  ratios  was investigated in three separate models.  The real interest rate has a substantial  positive relationship with ROA, ROE, and EM, according to the statistics. Real GDP was found to have a minor positive impact on ROA but a minor negative impact on ROE and EM once more. All three profitability metrics, on the other hand, have a negative association with the rate of inflation. The macroeconomic characteristics chosen have been found to have a small impact on commercial bank earnings in general.  Ugwu  (2017) looked at the  impact of  exchange  rate fluctuations on the performance of  Nigerian manufacturing firm  (1986 to 2016). The researcher  employed an Ordinary Least  Squares-based multivariate regression method. However, erroneous estimations were ruled out using the ADF unit root and Johansen cointegration tests. The outcomes of the study  showed  that changes in exchange rates had a  statistically significant impact  on the  profitability of Nigerian manufacturing firms. In Nigeria, Ogunbiyi and Ihejirika (2014) looked into how interest rates effect deposit money bank profitability. The data was acquired from the Central Bank of Nigeria (CBN) Statistical  Bulletins and yearly reports, as well as  World Bank Global Financial  Development Data,  over a thirteen-year period, from 1999 to 2012. Multivariate regression analysis, Augmented Dickey, and the Fuller unit root test were used to examine the data. The maximum lending rate, real interest rate, and savings deposit rate all have negative and significant effects on the profitability of Nigerian deposit money banks, according to the findings, as measured by return on assets at the 5% level of significance. The study also revealed that the real interest rate has a negative and significant relationship with the Return on Equity of Nigerian money deposit banks at the 8% level of significance. The study, on the other hand, found no link between interest rate factors and Nigerian Deposit Money Banks' Net Interest Margin. Using the Engle and Granger, Johansen cointegration test, an   Error correction mechanism, Okoye and Clement (2015) evaluated the impact of finance and macroeconomic variables on  manufacturing capacity utilization in  Nigeria from  1975 to  2012. The endogenous and  exogenous variables were shown to be co-integrated using the Granger and Johansen cointegration
test.
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short-term disequilibrium, and shocks are the primary rate of variances in industrial capacity utilization in Nigeria. Furthermore, EXR, INT, and TOT all contribute significantly but negatively to  variances in manufacturing  capacity utilization, whereas IFR, external  reserve, and trade  openness have no meaningful impact in Nigeria.   Dewi,  Soei, and  Surjoko explored the  impact of  macroeconomic conditions on  a firm's  profitability (2019). The data was evaluated using multiple regression methods and the t-test, and the results revealed that the ROA ratio is influenced by all independent variables. Only the level of GDP has a substantial impact on company profitability, according to a T-test, while inflation, unemployment, and the exchange rate have no ate.   From 1980 to 2016, Ditimi,  Sunday,  Emma-Ebere, and Onyedikachi  (2018) studied the  dynamic interaction between macroeconomic fundamentals and stock prices in Nigeria using a co-integration test and an error correction method. The findings revealed a long-term  association between macroeconomic fundamentals  and stock prices in  Nigeria, but in the  short run, past money supply and interest rate values were found to have a substantial effect on stock prices. Furthermore, the recent stock market return has had a significant impact on  current  stock values. According to the  data, the  natural log algorithm of real gross domestic  product is a leading indicator that increases stock prices in the long and short run. Kabeer, Iqbal, Najaf, and Najaf (2016) employed Ordinary Least Square (OLS) to study the influence of macroeconomic factors on capital market performance in Pakistan. Inflation, the exchange rate, and foreign direct investment all had a considerable negative impact on the KSE dependent variable, but only a slight negative impact on the KSE independent variable.  Sufian  (2011) looked how  bank-specific and macroeconomic variables influenced the  performance of the Korean banking system before to and following the Asian financial crisis. A total of 251 bank year records from 11 commercial banks were used and tested using panel fixed and random effect regression techniques between 1993 and 2003. According to the findings, inflation has a positive relationship with banks' return on assets. Naser and Abdollah (2015) investigated the impact of internal and external factors, as well as macroeconomic variables, on the profitability of twenty-six (26) Pakistani Deposit Money  Banks from 2008 to 2012. They used panel data analysis with  30 observations to investigate  the impact of internal and  xternal factors, as well as macroeconomic variables  on the  profitability of twenty-six (26) Pakistani Deposit Money Banks from 2008 to 2012. Inflation  and the profitability of Pakistani Deposit Money Banks according to the findings.  have a positive relationship,  Hassan (2016) used the Ordinary Least Square (OLS) and multiple regression techniques to  investigate the impact of int  rest rates  on commercial bank deposits in  Nigeria. The study  employed secondary data from the Central Bank  of Nigeria statistical bulletin  and the  National Bureau  of Statistics between  2000 and 2013. Interest rates have a  negative  relationship with commercial bank deposits, meaning that interest rates are not to blame for client deposits in Nigerian commercial banks, according to the findings. From 1995 to 2010, Akabom-Ita (2012) examined the impact of interest rates on the net assets of multinational  firms in Nigeria using regression analysis. The information was acquired from secondary sources, and the findings demonstrated that an increase in interest rates is followed by an increase in net assets. Bhattarai (2018) investigated at the impact of bank-specific and macroeconomic variables on the performance of Nepalese commercial banks from 2011 to 2016. The data was analyzed  using  regression  models, and the findings revealed that  in Nepal,  commercial asset  profitability is primarily influenced by cost per loan asset, that macroeconomic variables are not significant, and that there is no evidence that external forces have performance.  an impact on bank  Musah,  Anokye,  and Gakpetor investigated the  impact of  interest rate spread  on bank  profitability in Ghana (2018). Regression research found a positive and statistically significant relationship between interest rate spread and bank profitability in Ghana.  Owusu-Antwi, Banerjee, and Antwi (2017) employed ordinary least square regression to investigate interest rate spreads and profitability of commercial banks in Ghana. Interest rate spread has a positive impact on commercial bank profitability in Ghana, according to the findings, but the relationship is statistically negligible. Bank profitability and interest margin are also linked. Enyioko (2012) investigated the impact of interest rate policy on deposit money bank performance in Nigeria using regression and error correction techniques. The findings showed that interest rate strategies benefited banks' overall performance, especially in terms of Return on Assets (ROA). The Augmented Dickey-Fuller technique and the Granger Causality test were used b Umaru and Zabairu (2012) to investigate the effect of inflation on Nigerian economic growth and development from 1970 to 2010. According to the findings, all of the variables in the model are stationary, and GDP causes inflation rather than inflation driving GDP. Inflation also  aided economic growth by increasing productivity and output, as well total factor productivity.  as the evolution of  Falaye, Eseyin, Otekunri, Asamu, Ogunlade, Egbide, Rasak, Moyinoluwa, and Eluyela (2019)  investigated at the impact  of exchange rates  on the performance  of the  Nigerian  manufacturing sector, using  exchange  rates, inflation rates, capacity utilization rates,  manufacturing sector foreign direct investments, and imports as independent variables. Between 1990 and 2014, it took occurred. Analytical tools included the ADF unit root test,  Granger causality  test, Johansen co-integration  test, and  Error Correction Mechanism.  Following that, the study's findings revealed that  the Naira's depreciation has a  negative  impact on Nigeria's manufacturing sector. In more concrete terms, it was discovered that the exchange rate has a negative and significant relationship with the sector's performance, as well as a causal and long-relationship relationship. Furthermore, empirical evidence reveals  that capacity utilization (CUR) and  inflation rates (INF)  have a positive significant  relationship with  sector performance,  whereas manufacturing foreign  direct investment  (MFDI), exchange rates, and imports (IMP) have a negative significant relationship.   

Over a  25-year  period, Adebanjo, Oluwasegun, Adegbola, Festus,  Peter, Ben-Caleb,  Bamisele, NIyi-Oyebanji, and Damilola (2019) examined at the impact of exchange rates on Nigeria's manufacturing sector performance. The Granger Causality and Error Correction Model (ECM) Mechanism, as well as basic diagnostic techniques like the Unit Root Test and the Johansen Co-integration Test, were applied by the researchers. The findings revealed that depreciation of the Naira has a negative significant relationship, a long-run relationship, and a  causal  relationship  with the performance of the Nigerian manufacturing sector. Exchange rates, imports (IMP), and manufacturing foreign direct investment (MFDI) show a negative substantial relationship with the performance of the Nigerian manufacturing sector.  

Agubata and Odubuasi (2018) examined the effect of exchange rate  fluctuations  on the  financial performance of Nigerian businesses. The study was carried out between 2005 and 2014. An ex post facto study approach and a variety of regression analysis methodologies were used to analyze the data. The findings revealed that exchange rates and inflation rates had a positive effect on the Return on Assets (ROA) and R turn on Equity (ROE) of the  selected enterprises (ROE).  According  to the findings, interest rates  have a detrimental  impact on manufacturing enterprises' Return on Assets and Return on Equity in Nigeria. In the meantime, none of these ramifications were notable. 

Tams-Alasia, Olokoyo, Okoye, and Ejemeyovwi (2018) investigated the impact of exchange rate deregulation on manufacturing output performance in Nigeria from 1980 to 2016. The direction of causation between the variables was determined using the granger causality test.  To see  if there was a long-run relationship between the exchange rate  and manufacturing  output, the Johansen and Juselius normalized cointegration technique was applied. The error correcting process was also u ed to calculate the model's velocity (speed) of adjustment to the short-run disequilibrium scenario (ECM). The study found that, in the long run, the exchange rate   has   no   significant   positive   effect   on   manufacturing   industry
production. The unidirectional causal impact of exchange rate on manufacturing production was established using the pairs granger causality test.  Williams (2018)  looked at  the impact of exchange rate  fluctuations on a company's  performance in Nigeria. The study's  major purpose was  o use empirical research to  investigate into the impact o exchange rate variations on Return on Investment. The study used descriptive and ordinary least square methodologies and spanned the years 2012 to 2016. The exchange rate has a substantial impact on Return on Investment, as most banks engage in exchange rate transactions, as the study shows. 

From 1981 to 2016, Orji, Ogbuabor, and Okeke (2018) examined the impact of exchange rate (EXCH) fluctuations on the Nigerian manufacturing sector using annual time series data. The Ordinary Least Square (OLS) estimate technique was used to investigate the exchange rate (EXCH), manufacturing GDP (MGDP), foreign direct investment (FDI), government capital expenditure variables, private sector credit, and import value. The findings show that fluctuations in the EXCH have a major impact on the performance of Nigeria's manufacturing industries. MGDP and government capital expenditure (GCEXP) were all favorably  connected to EXCH, imports, and FDI, while credit to the related.  private sector was adversely  

Segun investigated the impact of the exchange rate on Nigerian industrial output (2018). Multiple econometric methodologies were used on time-series data from 1986 to 2016, including the Augmented Dickey-Fuller unit root test, the Box Jenkins O.L.S methodology, and the Chow breakpoint test. Although there is no long-run relationship between exchange rate and industrial output in Nigeria, the Box Jenkins O.L.S results reveal that exchange rate has a positive and significant effect on industrial output. Furthermore, the Chow breakpoint test suggests that a fundamental shift in the pattern and direction of Nigeria's exchange rate and industrial output happened from the start of the fourth republic in 1999. 

Egbunike & Okerekeoti (2018) study macroeconomics factors, firm characteristics and financial performance: A study of selected quoted manufacturing firms in Nigeria. The study investigates the effect of interest rate, inflation rate, exchange rate and the gross domestic product (GDP) growth rate while the firm characteristics were size, leverage and liquidity. The dependent variable financial performance is measured as returns on assets (ROA). The study also adopted ex-post facto research design in conducting the research.

Nto et al. (2012) examined the determinants of productivity among manufacturing firms in South-Eastern Nigeria. The study employed the Cobb-Douglas Production Function in the analysis of the data. The study revealed that the major determinants of productivity are amount spent on unskilled labour (+), cost of raw material (+) and net productivity asset (+) with all exhibiting expected positive influence on productivity at 1% probability level respectively.

Ray (2012) determined the determinants of total factor productivity growth in selected manufacturing industries in India. Using OLS technique, the econometric result suggested that explicit trade variables as well as macro economic variables have relevant significant impact on total factor productivity growth of those industries. The unmistakable implication for Indian policymakers is the need to open up more to foreign imports, which will help to bring about institutional and technological progress conducive to TFP growth.

Issah and Antwi (2017) investigated the role of macroeconomic variables on firm’s performance in the UK. Multiple regressions were used to analyze the data. They studied a total of 59 macroeconomic variables, subjected to principal component analysis for variable reduction. The full sample model showed adjusted R2 value of 0.91, and the following variables were significant: lagged ROA; adjusted unemployment rate; benchmarked unit labor costs; real GDP and exchange rate. And five out of the six studied industries had significant F-values.

Odior (2013) examined the impact of the stochastic characteristics of each of the Nigerian macroeconomic variables on manufacturing sector between 1975 and 2011. The result finds that both bank credits and foreign direct investment increase the manufacturing productivity level. The impact of broad money supply was less felt. The Korean investigation by Sundararajan (1987) utilised the dynamic framework of among the debt–equity ratio of firms, interest rates, cost of capital, investment and growth between 1963 and 1981. The report shows disparate affiliations with respect to interest rate and manufacturing productivity. The results of the investigation by Imoughele and Ismaila (2014) reveal that whereas the rate of interest and money supply (broad) were statistically insignificant, the rates of inflation and exchange together with the external reserve were significant, and negatively related to the manufacturing sector output in both the current, and the previous year. Uni-directional causality existed between the real rate of exchange and external reserves and the manufacturing output.

Dickson (2007) critically examine the recent trends and patterns in Nigeria’s industrial development using descriptive study. The study indicates that the level of manufacturing industry in Nigeria is concentrated in the southern and some eastern part of the country and that the spatial pattern could change if the industrialists adopt the strategy of industrial linkage. This finding did not support any school of thought as it suggests that policy on privatization of industry in Nigeria should be enhanced. Ayayi (2008) in a study of the collapse of Nigeria’s manufacturing sector. He used cross-sectional research design and found out that the main cause of collapse in Nigeria manufacturing sector is low implementation of Nigerian budget especially in area of infrastructure. This means that low implementation of fiscal policy affects the level of growth in Nigerian manufacturing sector.

Rasheed (2010) investigate the productivity in the Nigerian manufacturing sub-sector using co-integration and an error correction model. The study indicates the presence of a long-run equilibrium relationship index for manufacturing production, determinants of productivity, economic growth, interest rate spread, and bank credit to the manufacturing sub-sector, inflation rates, foreign direct investment, exchange rate and quantity of graduate employment. This finding has research gap on the area of factors that affect manufacturing sector in Nigeria.

Charles-Anyaogu (2012) investigated the performance of monetary policy on manufacturing sector in Nigeria, using econometrics test procedures. The result indicates that money supply positively affect manufacturing index performance while company lending rate, income tax rate, inflation rate and exchange rate negatively affect the performance of manufacturing sector. This means that monetary policy is a vital for the growth of the manufacturing sector in Nigeria which in turn would lead to economic growth. The gap in this study is that the authors did not identify those factors that measures manufacturing sector performance like capacity utilization (output) and manufacturing share in GDP (input).

Samson (2013) used vector error correction model and granger causality model to investigate the relationship between government expenditure and economic growth through industrial sector in Nigeria. The study observed that there is significant negative relationship between government spending and industrial sector of the economy. The finding suggests that there should be effective channeling of public funds to productive sectors in Nigeria.
CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

In this chapter, we describe the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience, viz. a vis, the study beneficiaries.

3.2 Research Design

The study is a "after-the-fact" study of the impact of the independent variables on the dependent variable. As a result, the study was conducted after the fact. Annual time series secondary data were taken from the Central Bank of Nigeria (CBN) statistical bulletin, as well as annual reports and financial statements of the selected firms, for the study periods. Numerical data was gathered from journal articles, newspapers, textbooks, and other published and unpublished sources.

3.3 Model Specification

The model for this study follows the work of Okoye and Clement (2015). It is a Classical Linear Regression Model (CLRM), and particularly, the ordinary least squares regression technique. The choice of least squares technique is to minimize the error sum of squares, maintaining the property of the best unbiased linear estimator.

The model did not undermine the assumption that: y ~ N (θ, ó2) - - - (3.1)

Where Y is the Dependent (or Response) variable; θ is the constant or intercept of the regression model, ó2 is the variances and covariances of the random term.

Explicitly, the model is specified thus:

Yij = β0 β1X1ij + 𝛽2X2ij + 𝛽3X3ij + 𝛽4X4ij + 𝛽5X5ij + … + 𝛽kXkij + 𝜇ij   - (3.2)

Where;

Y is the estimator for Return on Assets while X1, X2, X3, X4, and X5 are random variables representing the independent variables under investigation 𝛽js are coefficients of  Xjs in the model. Such that,

ROAt = 𝛽o + 𝛽1EXCHt + 𝛽2INTRt + 𝛽3INFRt 𝛽4EXTDt + 𝛽5OPNt + 𝜇ij  -  (3.3)

ROAt

=
Return on Assets at time t, (Dependent variable)

EXCHt 

=
Exchange rate at time t, (Independent variable).

INTRt 

=
Interest rate at time t, (Independent variable).

INFRt

=
Inflation rate at time t, (Independent variable)

EXTDt 
=
External Debt at time t, (Independent variable). 

OPNt

=
Trade Openness at time t, (Independent variable).

𝛽o 

=
Constant

𝜇ij 

=
Random error associated with the model.

𝛽1 𝛽2 𝛽3 𝛽4 and 𝛽5 are the regression coefficients of the respective independent variables.

3.4 Description of Model Variables

Return on Assets (ROA): This is an accounting-based measure of a company's ability to profit from its total assets. It shows how lucrative a company is in company to its total assets, indicating how successfully it utilizes its assets. It is the ratio of a company's annual net profit to its total assets, usually represented as a percentage.

Exchange Rate (EXCR): This is the exchange rate between to currencies at a certain point in time, or the value of one nation's currency in terms of another nation's currency.

Trade Openness (OPN): This metric assesses a country's international competitiveness in the global market. The sum of imports and exports over GDP was used to calculate trade openness in this study.

Interest Rate (INT): This is the cost of doing business with money. It is the expense of borrowing money from a lender that is referred to as the opportunity cost. It can also be seen of as a return paid to the provider who provided the financial resources. In most cases, the interest rate is stated as a percentage.

External Debt (EXTD): This is money that has been borrowed from a source outside the country. It can be provided by foreign commercial banks, international financial institutions including the International Monetary Fund (IMF), the World Bank, and the African Development Bank (ADB), as well as foreign governments.

Inflation Rate (INFL):
This is a persistent rise in the general price level of a broad spectrum of goods and services in a country over a one-year period. It's measured in percentages.

3.5 Methods of Data Analysis

Descriptive statistics and ordinary least squares regression analysis were used to analyze the data. The descriptive statistics provide an empirical description of the variables under examination, whereas the regression analysis analyzes the explanatory variable's effect on the answer variable.

Decision Rule

Reject the null hypothesis (Ho) if the p-value is less than or equal to 0.05, otherwise do not reject.

3.5.1Diagnostic Tests

To summarize the level of symmetry and tail thickness of the data series distribution, the skewness and kurtosis statistics were used. The skewness and kurtosis of X are defined as follows:
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stands for the variance of X from the mean.

The amount K(x) - 3 is known as the excess kurtosis since K(x) = 3 for a normal distribution. In a normal random variable, excess kurtosis is nil. A distribution with positive excess kurtosis is considered to have heavy tails, indicating it puts more emphasis on the support's tails than a normal distribution. This indicates that a random sample drawn from such a distribution is more likely to contain extreme values. This type of distribution is known as leptokurtic. In contrast, a distribution platykurtic.

Jarque and Bera (1987) integrated the two previous tests to arrive at the following conclusion:

JB =  S^2(r) +  (K^(r)–3)2
 SHAPE  \* MERGEFORMAT 



 SHAPE  \* MERGEFORMAT 



6/T              24/T
which is asymptotically distributed as a Chi-squared random variable with 2-degrees of freedom. In this test, one rejects Ho of normality if the p-value of the JB statistic is less than the significance level.

CHAPTER FOUR

DATA PRESENTATION AND ANALYSIS

1 INTRODUCTION

This chapter presents the analysis of data derived through the sources of data. The analysis and interpretation were derived from the findings of the study. 

4.2 Data Presentation

Table 4.1 presents the annual time data of Return on Assets (ROA) of the selected manufacturing firms for the period under review.

Table 4.1 Annual data of ROA from 2010-2020

	Year
	ABATEX 
	HONYFLOUR
	INTBREW
	MORISON
	IDSON

	2010
	14.22
	-17.02
	3.54
	-39.11
	.01

	2011
	14.09
	-15.76
	3.77
	-50.17
	.97

	2012
	13.42
	-4.53
	2.83
	-18.89
	.90

	2013
	12.79
	3.69
	3.16
	2.98
	.31

	2014
	12.96
	-2.07
	0.94
	2 .63
	.92

	2015
	11.14
	4.52
	-1.26
	-8.88
	.27

	2016
	6.60
	-8.21
	0.78
	3.56
	.01

	2017
	2.79
	-15.26
	0.83
	2 .65
	.52

	2018
	8.44
	2.42
	-0.48
	-9.41
	.75

	2019
	1.84
	-18.04
	4.01
	0.56
	.08

	2020
	2.05
	5.21
	7.58
	3.27
	.08


Source: Author’s computation from the Annual accounts & financial statements of the firms

Computational formula:
ROA = Return on Asset = 
Profit after Tax  

Total Æssets
Table 4.2 Annualized time series data of the selected macroeconomic variables (2010-2020).

	YEARS
	INT (%)
	EXCR (N1/USD)
	OPN
	EXTD (N’B)
	INFL (%)

	2010
	15.14
	118.5669
	0.408114
	523.25
	11.6

	2011
	18.99
	148.8802
	0.318094
	590.44
	12.4

	2012
	17.59
	150.2980
	0.369431
	689.84
	13.3

	2013
	16.02
	153.8616
	0.416519
	896.85
	10.9

	2014
	16.79
	157.4994
	0.347295
	1,026.90
	12.2

	2015
	16.72
	157.3112
	0.308411
	1,387.33
	8.5

	2016
	16.55
	158.5526
	0.263907
	1,631.52
	8.0

	2017
	16.85
	193.2792
	0.211602
	2,111.53
	9.5

	2018
	16.87
	253.4923
	0.180472
	3,478.92
	15.7

	2019
	17.58
	305.7901
	0.218034
	5,787.51
	16.5

	2020
	16.90
	306.0753
	0.231072
	5,901.20
	12.1


Source: CBN Statistical Bulletin 2021

4.3. Data Analysis

Data analysis includes descriptive, diagnostic, and inferential statistics. Tables 4.3 and 4.4 test, show descriptive statistics, figure 1 shows the results of the diagnostic and tables 4.5. shows the results of inferential (especially regression) analysis.

Table 4.3 Descriptive Statistics

	
	ROA
	EXCR
	INT
	INFL
	EXTD
	OPN

	Mean
	0.709091
	191.2370
	16.90909
	11.88182
	2184.117
	0.297541

	Median
	2.980000
	157.4994
	16.85000
	12.10000
	1387.330
	0.308411

	Maximum
	26.63000
	306.0753
	18.99000
	16.50000
	5901.200
	0.416519

	Minimum
	-50.17000
	118.5669
	15.14000
	8.000000
	523.2500
	.180472

	Std. Dev.
	1 .68462
	63.60727
	0.930357
	2.574022
	1923.310
	0.079073

	Skewness
	-1.641389
	0.931756
	0.386867
	0.249533
	1.103207
	.088330

	Kurtosis
	7.829927
	2.308927
	3.726711
	2.282589
	2.663006
	1.654913

	Jarque-Bera
	78.15688
	9.052671
	2.582188
	1.750249
	11.41669
	4.217737

	Probability
	0.000000
	0.010820
	0.274970
	0.416810
	0.003318
	0.121375

	Sum
	3 .00000
	10518.03
	930.0000
	653.5000
	12 126.4
	6.36475

	Sum Sq. Dev
	8 88.576
	218477.8
	46.74045
	357.7818
	2.00E+08
	.337639

	Observations
	55
	55
	55
	5
	55
	55


Source: Author’s Eviews 10 output

The behavior of the data series over period is indicated in table 4.3 by the descriptive and diagnostic test results. Interest and inflation rates were stable (low standard deviation), whereas the ROA, EXCR, EXTD, and OPN series were volatile. The data series EXCR, INT, INFL, EXTD, and OPN were clustered on the left tail of the normal distribution curve, while the data series EXCR, INT, INFL, EXTD, and OPN were clustered on the right tail. Within control, however, the Kurtosis statistics reveal a positive excess kurtosis in a series of ROA, INFL, EXCR, and OPN.

The probability value of the Jarque-Bera (JB) statistics for Return on Assets (ROA), Exchange Rate (EXCR), and External Debt (EXTD) was less than the significance level (0.05), indicating that the series of ROA, EXCR, and EXTD were not normally distributed over the time period under consideration. The series of INT, INFL, and OPN (with p-values > 0.05) on the other hand, follows a normal distribution.

Table 4.4 Empirical Result of the relationship between Return on Assets and some selected macroeconomic variables in Nigeria.

Covariance Analysis: Ordinary 

Date: 05/26/22 

Time: 00:02 

Sample: 2010 - 2020

Included observations: 

41 Balances sample

(listwise missing value deletion)

Correlation

t-Statistic 

Probability
      LNROA
LNEXCR        LNINT
    LNINFL      LNEXTD        LNOPN
	LNROA
	1.000000
	
	
	
	
	

	LNEXCR
	-0.276160
	1.000000
	
	
	
	

	
	-1.794401
	-----
	
	
	
	

	
	0.0805
	-----
	
	
	
	

	LNINT
	-0.011457
	0.307192
	1.000000
	
	
	

	
	-0.071556
	2.015888
	-----
	
	
	

	
	0.9433
	0.0507
	-----
	
	
	

	LNINFL
	-0.063883
	0.496821
	0.343059
	1.0 0000
	
	

	
	-0.399768
	3.575085
	2.280820
	-----
	
	

	
	0.6915
	0.0010
	0.0281
	-----
	
	

	LNEXTD
	-0.311203
	0.965444
	0.166577
	0.3 3733
	1.000000
	

	
	-2.045010
	23.13492
	1.055015
	1.9 0869
	-----
	

	
	0.0476
	0.0000
	0.2979
	0.0535
	-----
	

	LNOPN
	0.275732
	-0.795373
	-0.333505
	-0.2 2503
	-0.840188
	1.000000

	
	1.791388
	-8.194907
	-2.209219
	-1.3 8097
	-9.675486
	-----

	
	0.0810
	0.0000
	0.0331
	0.1822
	0.0000
	-----


Source: Author’s Eviews 10.0 Result

The Pearson correlation test result as shown in table 4.4 shows a positive relationship between   trade   openness   (LNOPN)   and   Return   on   Asset   (LNROA)   of   manufacturing firms in Nigeria. Meanwhile, there were negative relationships between exchange rate (LNEXCR), interest rate (LNINT), inflation rate (LNINFL), and external debt (LNEXTD) to Return on Asset (LNROA) of the selected firms over the period. Also, from the correlation result, a high coefficient was shown between trade openness (LNOPN) and exchange rate, external debt (LNEXTD) and exchange rate (LNEXCR) openness (LNOPN) and external debt (LNEXTD), which is an and between trade indication of a multicollinearity problem. Hence, the researcher employed the Fully Modified Ordinary Least Squares (FMOLS) panel cointegrating regression technique to ascertain the effects of the explanatory variables on the response variable. The result is as shown in table 4.5 below.

Table 4.5 Cointegrating Regression Result of effects of the selected macroeconomic variables on Return on Assets (ROA) of the manufacturing firms.

Dependent Variable: LNROA

Method: Panel Fully Modified Least Squares (FMOLS) 

Sample (adjusted): 2010 2020

Periods included: 10

Cross-sections included: 4

Total panel (balanced) observations: 34 

Panel method: Pooled estimation 

Cointegrating equation deterministic: C

Coefficient covariance comp ted using default method

Long-run covariance estimates (Bartlett kernel, Newey-West fixed bandwidth).

	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	LNEXCR
	-2.840031
	1.169481
	-2.322044
	0.0173

	LNINT
	-0.252066
	0.917652
	-0.280324
	0.7811

	LNINFL
	1.285022
	0.421165
	3.296603
	0.0125

	LNEXTD
	-0.089132
	0.350888
	-0.251045
	0.7943

	LNOPN
	-0.170522
	0.221083
	-0.731809
	0.4598

	R-squared
	0.739452
	Mean dependent var
	
	    2.039433

	Adjusted R-squared
	0.693386
	S.D. dependent va
	
	   0.708121

	S.E. of regression
	0.378859
	Sum squared resid
	
	   5.412510

	Long-run variance
	0.025884
	
	
	


Source: Author’s Eviews 10.0 Output

From the Fully Modified Ordinary Least Squares (FMOLS) panel cointegrating regression result as presented in table 4.5 above, only inflation rate exerts a positive influence on Return on Assets of the manufacturing firms in Nigeria. The exchange rate, interest rate, external debt and trade openness have a negative effect on the Return of Assets of the firms. The explanatory power of the model as estimated by the coefficient of multiple determination (R2) was 0.739 indicating that the model is a good one as about 73.9% of the total variations in Return on Assets (ROA) of the selected firms are attributable to fluctuations in the macroeconomic variables in Nigeria.

4.4 Test of Hypotheses

Hypotheses One

Ho1: Exchange rate does not have a significant effect on ROA of Manufacturing Firms in Nigeria.

Decision Criteria: Accept  Null Hypotheses   if   P-value>0.05   otherwise   reject   Null Hypotheses if P-value<0.05.

Result; P-value = 0.0173; 0.0173 < 0.05

Regarding table 4.5, the exchange rate has a negative and significant effect on the Return on assets of manufacturing firms in Nigeria. A unit increase in the naira exchange rate decreases the Return on Assets of hypothesis is therefore rejected.

Hypotheses Two

Ho2: Interest rate does not have a significant effect on Return on Assets (ROA) of Manufacturing firms in Nigeria.

Decision Criteria: Accept null Hypotheses if P-value>0.05 otherwise  reject Null Hypotheses if P-value<0.05.

Result; P-value = 0.7811; 0.7811>0.05

As shown in table 4.5, interest rate with a coefficient value of -0.25, t-statistics value -0.28 and associated probability value of 0.7811>0.05 has a negative and insignificant effect on the Return on assets of manufacturing firms in Nigeria. Particularly, a unit increase in interest rate decreases the Return on Asset of a manufacturing firm by 0.25. The null hypothesis as stated in hypothesis two is therefore upheld.

Hypothesis Three

Ho3: Inflation rates does not have a significant effect on the Return on Assets (ROA) of manufacturing firms in Nigeria.

Decision Criteria: Accept  Null Hypotheses if P-value>0.05 otherwise reject Null Hypotheses if P-value<0.05.

Result: P-value = 0.0125; 0.0125<0.05

Inflation rate with a coefficient value of 1.29, t-statistics value 3.30 and associated Probability value of 0.0125<0.05, we reject the null hypothesis and conclude that inflation rate has a significant effect on ROA of manufacturing firms in Nigeria, hence a unit increase in inflation rate increases ROA by 1.29.

Hypotheses Four

Ho4: External debt does not have a significant effect on the Return on Assets (ROA) of manufacturing firms in Nigeria.

Decision Criteria: Accept  Null Hypotheses if P-value>0.05 otherwise reject Null Hypotheses if P-value<0.05.

Result: P-value = 0.7943; 0.7943>0.05

External debt with a coefficient value of -0.09, t-statistic value -0.25 and associated Probability value of 0.7943>0.05 has a negative and insignificant effect on the return on assets of manufacturing  firms in Nigeria, we  accept the null hypothesis and conclude that External debt does not have a significant effect on return on asset of manufacturing firms in Nigeria, a unit increase in external debt decreases the return on asset of manufacturing firm by 0.09.

Hypotheses Five

Trade openness does not have a significant effect on the Return on Assets (ROA) of manufacturing firms in Nigeria.

Decision Criteria: Accept  Null Hypotheses   if   P-value>0.05   otherwise   reject   Null Hypotheses if P-value<0.05.

Result: P-value = 0.4598; 0.4598>0.05

The empirical result with a coefficient value of -0.17, t-statistic value -0,73, associated probability of 0.4598>0.05 shows that Return on Assets of manufacturing firms is negatively and insignificantly influenced by the volume of trade openness in Nigeria, a unit increase in the level of trade openness decrease the Return on Asset of Manufacturing firm by o.17, we accept the null hypothesis and conclude that Trade openness does not have a significant effect with Return on Assets (ROA) of manufacturing firms in Nigeria.

4.5 Discussion of Results

From the first objective, it was ascertained that a high exchange rate is detrimental to the return on assets of Nigerian manufacturing firms. It has a strong negative impact on the Return on Assets of the selected Nigerian firms. This finding is in work with Okoye and Clement's (2015), Kabeer et al's (2016), and Egbunike and Okerekeoti's study. Combey and Togbenou (2017), Bernard and Adenuga (2016), and Ugwu (2016) have all come to similar conclusions. It contradicts Dewi, S ei, and Surjoko's (2019) findings that the exchange rate has no substantial impact on firm ROA.

High loan rates are detrimental to the return on assets of Nigerian manufacturing companies, according to objective two. This is consistent with current economic situations and earlier research, such as Akabom-Ita (2012), Egbunike, and Okerekeoti (2018). It also backs up findings of Ifuero and hijuka (2014), Ogunbiyi and Ihejirika (2014), and Okoye and Clement (2014). (2015). This result disagrees Kanwal and Nadeem (2013)'s findings, which were based on a study conducted in Pakistan. It also disagrees Ditimi et al's (2018) findings, among others.

The study discovered that a high inflation rate favors the growth of the industrial sector in Nigeria by measuring the effect of the inflation rate on the profit of manufacturing firms in Nigeria. This result, however, is consistent with the findings of Naser and Abdollah (2015), Egbunike and Okerekeoti (2015), and Naser and Abdollah (2015). This result disagrees Kanwal and Nadeem (2013), Ifuero and Chijuka (2014), Kabeer et al (2016), Combey and Togbenou (2017), and Dewi, (2017) findings (2019).

The fourth hypothesis was tested, and it was discovered that a high level of external debt in Nigeria stifles the growth of manufacturing firms. This result was consistent with Okoye and Clement's findings (2015). As a result of the study's fifth objective, trade openness was found to be negatively connected with the return on assets of Nigerian manufacturing firms. This finding is consistent with Okoye and Clement's (2015) findings that trade openness has a negative and minor impact on manufacturing capacity utilization. 

CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:

5.1 Introduction

This chapter summarizes the findings on the impact of selected macro-economic variables on the profit performance of manufacturing companies in Nigeria. The chapter consists of summary of the study, conclusions, and recommendations. 
5.2 Summary of the Study

In this study, our focus was on the impact of selected macro-economic variables on the profit performance of manufacturing companies in Nigeria. The study is was specifically set to determine whether exchange rate, interest rate, inflation rate, external debt, and trade openness have a significant effect on return on assets of Manufacturing Firms in Nigeria. 

The panel data used in this study were obtained from documentaries of the CBN Statistical Bulletins, monthly journals, financial reviews as well as annual Reports and National Bureau of statistics (NBS). Major findings of the study revealed that;

i) The exchange rate has a significant negative effect on the profit of manufacturing companies in Nigeria. 

ii) The interest rate has a negative and insignificant effect on return on assets of manufacturing companies in Nigeria.

iii) The inflation rate has a significant positive effect on return on assets of manufacturing firms in Nigeria.

iv) External debt has a negative and insignificant effect on return on assets of manufacturing firms in Nigeria.

v)Trade openness has a negative and insignificant effect on return on assets of manufacturing firms in Nigeria.

5.3 Conclusions

Having explored the nexus between key profit performance indicators and some selected macroeconomic variables in Nigeria with the help of fully modified ordinary least squares panel multiple regression analysis techniques, the big lesson from this study is that macroeconomic indices play significant roles in the profit/financial position of manufacturing firms in Nigeria.

5.4 Recommendation

With respect to the findings and the aim of this study, the researchers therefore recommend that; 

The exchange rate should be monitored while economic policy measures aimed at controlling the exchange rate in Nigeria should be established.

ii) Bank lending rate should be regulated and set to a rate favourable to the growth of manufacturing companies in Nigeria.

iii) Efforts to maintain single-digit inflation should be intensified since it is favourable to the growth of manufacturing firms and the overall growth of the Nigerian economy.

iv) The federal government of Nigeria should work towards reducing their level of borrowing from foreign countries and international bodies since it negatively affects manufacturing firms’ performance in Nigeria.

v) The volume of trade openness should be minimized to enhance the productivity of manufacturing firms in Nigeria.
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