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Abstract 
This study examined the impact of macroeconomic variables and profitability of 

selected deposit money banks in Nigeria. Data for the study were gathered 

through Annual Reports and Accounts of the deposit money banks and Statistical 

Bulletin of the Central Bank of Nigeria for the period under study. Data was 

analysed using both descriptive and inferential statistics. Multiple regression 

analysis was employed to test the hypothesis using the SPSS. Findings of the study 

revealed that Gross Domestic Product (GDP), Inflation Rate (IFR), Cash Reserve 

Ratio (CRR), Monetary Policy Rate (MPR), have no statistically significant 

impact on the return on capital employed of selected deposit money banks in 

Nigeria. The study recommends that the insignificance nature of gross domestic 

product and profitability proxy by return on capital employed of DMBs in Nigeria, 

require an improvement of the GDP by the concern policy makers and monetary 

policy committee members of the CBN. Considering the fact that, inflation rate 

has no statistically significant impact on profitability proxy by return on capital 

employed of DMBs in Nigeria, the study recommends the need for the for a low 

single digit inflation rate by the policy makers in Nigeria. Considering the 

insignificance of the cash reserve ratio on the return on capital employed of the 

selected deposit money banks in Nigeria, the study recommends the need for 

managers of these banks to fully adhere to the CRR policy by organising more 

training and workshops to staff on the importance of preserving and adhering to 

the macroeconomic variables for the effective and efficient operationalisation of 
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the banks in the short-run and a better health: on banking industry in the long-

run.  

 

Keywords: Gross Domestic Product, Inflation Rate, Cash Reserve Ratio, 

Monetary policy Rate, Return on Capital Employed, DMBs.     

 
 

 

Introduction 
Profitability is seen as a desirable 

objective for all profit-oriented 

organisations; the absence of it can result 

to a failure or even lead to liquidation of 

the organisation (Jhingan, 2008). The 

multi-faceted definitions of profitability 

can as well be used to measure 

organisations in the same industry or 

across different industry for the purpose 

of comparisons and empirical analysis; 

hence, it is a crucial objective that 

organisations especially profit-making 

ventures desire to achieve (Yahaya & 

Lamidi, 2015).  Profitability as a 

fundamental company intrinsic variable, 

can be measured using proxy ratios such 

as Return on Asset (R.O.A), Return on 

Equity (R.O.E), and Return on Capital 

Employed (R.O.C.E). Moreover, Return 

on Capital Employed (ROCE) being a 

profitability ratio is used to measure the 

profit earned by the business irrespective 

of how that business is financed. It is 

calculated on the basis of profit before 

interest and taxation as a percentage of 

the capital employed in the business 

irrespective of whether financed by 

shareholders equity or borrowings. 

Capital employed means shareholders 

equity plus liabilities. In this study, return 

on capital employed was used as a proxy 

for profitability.  It is pertinent to note 

that, the profitability of the Deposit 

Money Banks in Nigeria are influence by 

macroeconomic variables.   

Macroeconomic variables are variables 

that are beyond the control of banks and 

it affects their profitability as they carried 

out their operational activities.  In the 

light of the foregoing, the Central Bank of 

Nigeria uses various macroeconomic 

variables in shaping the economy among 

which are Gross Domestic Product 

(GDP), Inflation Rate (IFR), Cash 

Reserve Ratio (CRR) and Monetary 

Policy Rate (MPR). Therefore, Gross 

Domestic Product is viewed as the 

monetary value of goods and services 

produced by a country in a year by both 

foreigners and nationals. Inflation rate is 

the rate that determines the purchasing 

power of money in the economy. 

Monetary Policy Rate is the bench mark 

rate for tracking the movement of money 

market rate of interest/ the anchor rate 

issued by the Central Bank of Nigeria 

Monetary Policy Committee to regulate 

the state of the economy in achieving 

stability and a balanced position. 

However, Cash Reserve Ratio (CRR) has 
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been the percentage of deposits which DMBs are required to keep as cash according 

to the directive of the Central Bank Nigeria (CBN) in their reserve account (CBN, 

2018). It is against these background and considering the huge economic importance 

of the macroeconomic variables and profitability of all the firms in various domains in 

the economy that this study examines the impact of macroeconomic variables and 

profitability of selected DMBs in Nigeria.  

 

Objective of the Study  

The main objective of this study is to examine the impact of Macroeconomic Variables 

and Profitability of selected DMBs: A Nigerian Experience. The specific objective is 

to: examine the impact of gross domestic product, inflation rate, cash reserve ratio and 

monetary policy rate and return on capital employed of selected DMBs in Nigeria. 

 

Research Question   

The study is guided by this research question.  

What is the impact of gross domestic product, inflation rate, cash reserve ratio and 

monetary policy rate and return on capital employed of selected DMBs in Nigeria. 

 

Research Hypothesis  

This hypothesis is formulated to guide the study.  

Ho1: Gross domestic product, inflation rate, cash reserve ratio and monetary policy 

rate have no significant impact on return on capital employed of DMBs in 

Nigeria. 

 

Literature Review 

Conceptual Issues 

Profitability is a crucial issue which banks need to struggle seriously towards 

achieving it for better long time survival. Profit can be seen as the difference between 

revenues and expenses over a period of twelve months’ time that is one calendar year 

(Heibati, Nourani & Dadkhah, 2009). This is a desirable objective which all profit-

making entity should pursue in its endeavour for proper survival. Naceur (2003) in a 

study of the Tunisia banking profitability for 10 banks for the period 1980- 2000. The 

empirical findings of the study showed that loans has a positive impact on profitability 

but bank size has a negative impact on profitability of Tunisian banks. 

In the same way, Goddard et al. (2004) investigated the profitability of European banks 

in the 1990s. The results showed irrespective of intensifying competition, there is 

significant persistence of abnormal profit year in year out. Also, Heibati et al. (2009) 

examined and compared the performance of private banks in Iran and Arabian 

countries of Persian Gulf Area. The empirical findings showed statistically significant 
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relationship between liquidity and profitability of those banks specifically in the early 

years of operations. In the same vein, Javaid, Anwar, Zaman and Gafoor (2011) 

analysed the determinants of top 10 banks profitability in Pakistan from 2004 – 2008. 

They concentrated on internal factors only. The results indicated that higher loans 

contribute toward profitability but the impact is insignificant. Equity and deposits have 

significant impact on profitability.  

 

Return on Capital Employed   

Return on capital employed is a popular financial instrument and communication tool 

for the appraisal of companies (Singh & Yadav, 2013). It is a key parameter for 

measuring the financial performance of the management and the value of a business 

(Damodaran, 2007).  In addition, return on capital employed (ROCE) indicates how 

well a company is utilising its capital to generate revenue and is calculated as profit 

before interest and tax divided by capital employed multiply by one hundred percent 

(100%) (Mandal, Mahavidyalaya & Goswami, 2010).  

Because return on capital employed measures profitability with respect to invested 

capital, it is important for organisations that require large amounts of initial capital 

investment before they start producing goods/products. The advantage of this ratio is 

that it considers all the factors of a company and is widely used in 1) showing how 

much a company is gaining for its asset or losing for its liabilities, 2) proving the value 

the business gains from its asset and liabilities, 3) assessing whether a business 

generates enough returns to pay for its cost of capital, and 4) making intra and inter-

business comparisons (Damodaran, 2007; Singh & Yadav, 2013). 

 

Macroeconomic Variables 

Macroeconomic variables are the elements that typify the national economy and 

business environment. In an economy, these macroeconomic factors are not within the 

influence of one individual firm (Simiyu & Ngile, 2015). However the government 

often influences the macroeconomic variables through enactment of legislation and or 

policies. These factors include the inflation rate, GDP, interest rate, foreign exchange 

rate, money supply, and so on (Simiyu & Ngile, 2015). Due to increasing globalization 

and technological advances, economic turbulence in other (international) economies 

might creep into the local business environment. The government has a precarious role 

in enhancing stability of the macroeconomic variables. Businesses, among them 

commercial banks, prefer a stable macroeconomic environment; a stable environment 

is more predictable, risk is also lower under such stable conditions. 

 

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 
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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 & Wekesa 

(2017), 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: GDP¼ Consumption, 

Investment, Government spending, net exports. Here 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. 

 

Inflation Rate (IFR)  

Inflation negatively affects economic growth by decreasing the GDP. Whether 

inflation affects financial performance positively or negatively depends on the ability 

of a bank to anticipate it. When a country anticipates inflation, banks adjust the rate of 

interest to ensure that revenues generated are higher than the cost of operation. Banks 

that do not anticipate an inflation fails to make proper adjustment and as a result the 

cost of operations increases at a higher rate than revenue generated. Inflation rate. 

Jhingan (2002) defined inflation as a persistent rise in the general level of prices. 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. 

 

Cash Reserve Ratio (CRR)  

Cash reserve ratio (CRR) is generally defined as a particular minimum amount of 

deposits that needs to be maintained as a reserve by every commercial bank in India 

according to the requirement of the Reserve Bank of India (RBI, 2000). The CRR will 
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be fixed as per the rules and regulations of the RBI. Any fluctuations in cash reserve 

ratio will be having direct impact on stock market and overall economy of the nation. 

Cash Reserve Ratio (CRR) is the percentage of deposits which DMBs are required to 

keep as cash according to the direction of the Central Bank of Nigeria (CBN). This 

instruments is used by the central bank to influence the level of bank reserves and 

hence, their ability to grant loans. Reserve requirements are lowered in order to free 

reserves for banks to grant loans and thereby increase money supply in the economy. 

On the other hand, they are raised in order to reduce the capacity of banks to provide 

loans thereby reducing money supply in the economy. The reserve requirement (or 

cash reserve ratio) is a central bank regulation that sets the minimum fraction of 

customer deposits and notes that each commercial bank must hold (rather than lend 

out) as reserves. These required reserves are normally in the form of cash stored 

physically in a bank vault (vault cash) or deposits made with a central bank. The 

required reserve ratio is sometimes used as a tool in monetary policy, influencing the 

country's borrowing and interest rates by changing the amount of funds available for 

banks to make loans with.  

 

Monetary Policy Rate (MPR) 

Monetary Policy Rate formerly known as Minimum Rediscount Rate (MRR) was 

introduced by the Central Bank of Nigeria as a discount rate for its lender of last resort 

functions but was later replaced when the MRR failed to serve as an appropriate anchor 

rate in the financial system. Thus, the MPR is the anchor rate issued by the central 

bank through its monetary policy committee which influences other money market 

interest rates (CBN, 2006). In addition, monetary policy rate is the benchmark rate for 

tracking the movement of other market rates of interest and maintaining economic 

stability as set by the monetary policy committee of the central bank (Kelikume, 2012). 

An increase in the MPR signifies the desire of the monetary authorities to pursue a 

restrictive monetary policy, while a decrease implies a more accommodating or 

expansionary monetary policy. A change in the MPR has implication for the money 

market interbank interest rates, growth in credit and price development in the economy 

(CBN Working Paper Series, 2015). In same way, monetary policy rate has been 

viewed as the rate at which central bank of Nigeria lends to DMBs in performing their 

duties as lender of last resort. It is expected to communicate it stance of monetary 

policy and acts as a guide for all other market interest rates (CBN, 2016).  

 

Empirical Studies  

Several empirical studies relevant to this study on macroeconomic variables and 

profitability of selected DMBs were examined. For example,  
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Thompson, F. (2021) undertook a research study on the effect of Macroeconomic 

Variables on the Asset Positions and Financial Performance of Non-Banking Financial 

Institutions (NBFIs) in Jamaica. The study aim to evaluate the effect of 

macroeconomic variables such as real GDP, unemployment levels, bond yields, stock 

market growth, and interest rate on the asset positions and financial performance of 

non-banking financial institutions (NBFIs) in Jamaica. This is reflected by return on 

asset (ROA) ratio, return on equity (ROE) ratio and total asset growth (TA). To explore 

the nature of the short and long-term relationship between dependent variables and 

independent variables, the research used a bound test approach to the co-integration 

and error correction process using time series data over the period from 2005Q1 to 

2020Q3.  

The results showed that real gross domestic product (RGDP) and unemployment rate 

(UR) had a positive long-run relationship with ROA; government bond yield (GBY), 

UR, interest rate (IR) and stock market growth (JSEM) influenced ROE positively at 

the long-run; while all the independent variables showed a long-run causal relationship 

with TA. In the short-run estimates, however, minimal short-run causal relationships 

among variables could be identified with ROA, ROE and TA. Meanwhile, the research 

has shown there is a stable long-run relationship between the three profitability metrics 

and the variables that have a significant long-run relationship with them. This assumes 

that, in the event of some shock to the system, the model will converge back to 

equilibrium. Furthermore, the cumulative sum of recursive residuals (CUSUM) checks 

validated the model’s stability. 

Wakara et al., (2020) Investigated how Macroeconomic Variables Affect Banks’ 

Performance in Tanzania”. The study aims on assessing the impact of macroeconomic 

variables proxy by Exchange rate, Inflation rate, Interest Rate, money supply, 

government debts, and GDP growth rate; on performance of Tanzanian banking sector 

from 2011 to 2019. The study used secondary data collected from central bank of 

Tanzania, Tanzania bureau of Statistics, and World Bank databases. In data analysis, 

the study employs correlation and multiple regression analysis using Pooled Ordinary 

Least Square Regression Model. The results show that, GDP growth rate has an 

insignificant positive relationship with Banks performance, while the Interest Rate has 

a negative and insignificant impact on banks performance. The Inflation rate has a 

negative and insignificant effect on bank performance at 10% level of significance.  

Furthermore,  the  results  indicate  that  the  exchange  rate  has  an insignificant  

negative  effect  on  bank  performance  at  10%  level  of  significance.  Conclusion: 

Economic  regulators  and  policy makers  have  to  concentrate  on  adjustment  of  

external  factors  like inflation, exchange rates, interest rates, government debts, and 

GDP which found to have impacts on banks’ performance, while improving the capital 

market operations in the country. 
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Haider, et al, (2018) examines the macroeconomic variables impact on financial 

performance, using the financial statement of listed companies in Automobile sector 

of Pakistan stock exchange. The study covered the period from 2007 to 2016. Before 

applying the GMM model the preliminary test was done. Firm performance is 

measured with three ratios i.e., return on assets (ROA), return on equity (ROE) and 

gross profit margin ratio (GPM).  The results revealed that the selected 

macroeconomics variables have  the negative  relationship with  return  on  equity,  

return  on  assets  and gross  profit  margin  and  the  inflation  has  positive  relation  

with return on equity and negative relation with return on assets (ROA) and gross 

profit margin (GPM). 

Issah and Antwi (2017) investigated the role of macroeconomic variables on firm’s 

performance in the UK. Multiple regression was 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 showedadjustedR2value 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. 

Owolabi (2017) examined the relationship between economic characteristics and 

financial performance in Nigeria. The economic characteristics were: government 

expenditure, inflation, interest rate and exchange rate. The sample comprised 31 

manufacturing firms listed on the Nigeria Stock Exchange. The duration of the study 

was from 2010 to 2014.The effect of government expenditure, inflation, interest rate 

and exchange rate on EPS and ROA was not significant. Interest rate was significant 

for only ROE, while all the variables (government expenditure, inflation, interest rate 

and exchange rate) were significant for Tobin’s Q. 

Mwangi and Wekesa (2017) examined the influence of economic factors on firm 

performance in Kenya. They study used a descriptive research design, and the sample 

comprised 74 staff working in Kenya Airways Finance Department. The economic 

factors were interest rate and taxation; the dependent variables of the study were 

efficiency and growth. The study used primary data. They used multiple regression 

technique in testing the hypotheses. They found that economic factors had significant 

effect on performance.  

Simiyu (2015) also examined the impact of macroeconomic variables on the 

profitability of commercial banks listed on the Nairobi Securities Exchange. In this 

study, panel data and fixed effect analysis was employed with empirical results 

showing that exchange rates, GDP and interest rates do not significantly influence 

bank performance. On the contrary, Sheefeeni (2015) reported dissimilar results in that 

macroeconomic variables were found to significantly influence bank performance in 

Namibia. In the empirical study by Evans and Kiganda (2014) based on correlation 
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analysis and the OLS technique, it is reported that inflation, GDP and exchange rate 

did not significantly influence bank profitability in Kenya. 

 

Theoretical Framework 

The following theory of Risk and Uncertainty Bearing Theory of Profit is reviewed 

under this section to underpin the study. 

 

Risk and Uncertainty Bearing Theory of Profit:   

Knight (1984) who propounded the uncertainty theory of profits draws distinction 

between insurable and non-insurable risk. Risks of factory catching fire, occurrence of 

any theft or accident which may cause huge losses to the entrepreneur are the kinds of 

risk which can be ensured against on payment of an insurance premium which forms 

a part of the cost of production. This theory explains that profits are a necessary reward 

of the entrepreneur for bearing risk and uncertainty in a changing economy. So this is 

functional theory of profits. Profits arise as a result of uncertainty of future. 

Entrepreneurs have to undertake the work of production under conditions of 

uncertainty. In advance they have to make estimates of the future conditions regarding 

demand for the product and other factors which affect price and costs. In view of their 

estimates and anticipations, they make contract with the suppliers of factors of 

production in advance at fixed rates of remuneration (Knight, 1984).  

They realize the value of output produced by the hired factors after it has been 

produced and sold in the market. But a good deal of time is spent in the process of 

producing and selling the product. But between the times of contracts and sale of 

output many changes may take place which may upset anticipations for good or for 

worse and thereby give rise to profits, positive and negative. Now if the conditions 

prevailing at the time of the sale of output could be known or predicted when the 

entrepreneurs enter into contractual relationships with the factors of production about 

their rates of remuneration, there would have been no uncertainty and, therefore, no 

profits. Thus uncertainty, that is, ignorance about the future conditions of demand and 

supply, is the cause of profits. It should be noted that positive profits accrue to those 

entrepreneurs who make correct estimate of the future or whose anticipations prove to 

be correct. Those whose anticipations prove to be incorrect will have to suffer losses. 

But there are risks that cannot be insured. These non-insurable risks relate to the 

outcome of price-output decisions made by the entrepreneur. Due to uncertainty his 

decisions may prove to be right or wrong. What output he should produce, what price, 

higher or lower, he should fix for his output. In view of uncertainty about future 

conditions he cannot be sure whether, given his price and output decisions, he will 

make profits or losses.  
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Similarly, he has to bear risk as a result of his decision regarding mode of 

advertisement and expenditure made on it, regarding variation in product design.  

For taking all these decisions he has to guess about demand and cost conditions and 

there is always a risk of incurring losses as a result of his business decisions. No 

insurance company can insure the entrepreneur against business losses which result 

from his particular price, output, product design, and advertisement expenditure which 

fall upon him due to adverse changes that may take place in the economy. Thus, it is 

non-insurable risks that involves uncertainty and gives rise to economic profits, 

positive or negative. Risk and uncertainty theory explains why supernormal profits 

(that is economic profits) are required by the firms who operate in such fields as 

petroleum exploration which involves relatively higher risks. Likewise, expected 

return on stocks has to be higher than the interest on bonds because of greater 

uncertainty and riskiness of investment in stocks of the companies. This theory is 

hereby adapted to underpin profitability as a dependent variable in this study as it 

explains how macro-economic variables affects profitability of DMBs.  

 

Methodology 

The research study adopted a secondary source of data obtained from statistical 

bulletin of the Central Bank of Nigeria and Annual Reports and Accounts of the 

Deposit Money Banks. Purposive sampling technique was used to arrive at a sample 

of four DMBs namely Fidelity Bank Plc, Guaranty Trust Bank Plc., First City 

Monument Bank and Zenith Bank Plc. Multiple regression analysis was employed to 

predict whether the predictor variables namely gross domestic product, inflation rate, 

cash reserve ratio and monetary policy rate have significant impact or not on the 

dependent variable, that is, return on capital employed. The hypothesis was tested 

using multiple regression. 

 

Model Specification 

This model was used by Kelikume (2012) and Emerenini and Eke (2014) in their 

studies. However, because of its relevancy to this study, it was adopted to suit the 

required purpose. 

1) ROCE = β0+β1itGDP+ β2itIFR + β3itCRR + β4itMPR + ∑……… (1)  

Where;   

β0…, βk   is the regression model coefficients of the independent variables  

x 0…, x k   is the parameters of the explanatory variables  

 ∑    is the random error term  

it                       at a given period or point in time  
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Where; ROCE= Return On Capital Employed  

    GDP=Gross Domestic Product 

    IFR=Inflation Rate 

  CRR= Cash Reserve Ratio  

             MPR=Monetary Policy Rate   

            The decision rule: Reject the null hypothesis if P< 0.05 (5%) 

 

Empirical Results and Discussion 

Analysis of Data   

This section presents the results of the analysis conducted on the data collected from 

the annual reports and accounts of the sampled banks for the period under study. It 

also presents the descriptive statistics and regression results of the study.  

  

Results of Descriptive Statistics   

This sub section provides descriptive statistical analysis of the data generated on the 

dependent and explanatory variables of the study. It provides the summary statistics 

of the collected data which include measures of central tendency, such as mean, 

measures of dispersion (the spread of the distribution) such as the standard deviation, 

minimum and maximum of both the dependent variable and explanatory variables.  

Thus, Table 4.1 presents the descriptive statistics for the dependent variable (Return 

on Capital Employed) and explanatory variables (Gross Domestic Product (GDP), 

Inflation Rate (INF), Cash Reserve Ratio (CRR) and Monetary Policy Rate (MPR) of 

the study.  

 

Table 4.1: Descriptive Statistics of the variables 

Variable

s  

Minimu

m 

Statistic 

Maximu

m 

Statistic 

Mean 

Statisti

c 

Std. 

Deviation 

Statistic 

Skewnes

s 

Statistic 

Kurtosi

s 

Statistic 

GDP -9.4% 44.5% 6.381% 20.2277

% 

1.186 -.235 

IFR  -24.6% 23.9% 0.628% 16.1058

% 

-.180 -.844 

CRR -4.8% 12.1% 4.583% 6.4940% -.066 -1.448 

MPR 5.7% 14.0% 8.508% 3.0178% 1.016 -.493 

 ROCE -1.6% 6.4% 2.397% 1.4618% -.112 .467 

Source: research findings 

 

The GDP variable has a minimum value of -9.4% and a maximum of 44.5% and a 

mean of 6.381% and a standard deviation about the mean of 20.23%. The variable has 
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a skewness and kurtosis of 1.186 and -0.235 respectively. The skewness of this 

variable is positive but low within the mean; kurtosis is negative but low also. This 

indicates few or no outliers in the GDP variable.  

The Inflation Rate (IFR)  variable  has  a minimum  value  of  -24.6%  and  a maximum  

of  23.9% with  a mean of 0.628% and a 16.1058% standard deviation. Skewness and 

kurtosis are -0.18 and -0.844 respectively. This  indicates  that  the variable data  are  

slightly  skewed  to  the  left and  since  the  kurtosis  is  low,  there  are  very  few  

outliers  also.   

The Cash Reserve Ratio variable has a minimum value of -4.8% and a maximum of 

12.1% with a mean of 4.583% and a standard deviation of 6.494% standard deviation.  

Skewness and kurtosis are -0.066 and -1.448 respectively.  This  indicates  that  the  

variable  data  are  almost  normally  distributed  and since the kurtosis is low, there 

are very few outliers also. 

The Monetary Policy Rate variable has a minimum value of 5.7% and a maximum of 

14.0% with a mean of 8.508% and a 3.0178% standard deviation. Skewness and 

kurtosis are 1.016 and -0.493 respectively. This indicates that the variable data are 

slightly skewed to the right and since the kurtosis is low, there are very few outliers 

also.  

ROCE variable has a minimum value of -1.6% and a maximum of 6.4% with a mean 

of 2.397% and a 1.4618% standard deviation. Skewness and kurtosis are -0.112 and 

0.467 respectively. This  indicates  that the variable data are  slightly  skewed  to  the  

left and  since  the kurtosis  is  low,  there are  very few outliers also. 

 

Model Summary  

Table 4.2: Model Summary 

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

1 .768a 0.589 0.554 0.98% 

a. Predictors: (Constant), GDP, IFR, CRR, MPR 

Source: Research Findings 

 

R square is a measure that denotes how the analysed data are near to a best line of fit. 

It is also referred as coefficient of determination (Kothari, 2004). The study model 

indicates an R, R square and adjusted R square figures of 0.768, 0.589 and 0.554 

respectively. Therefore 58.90% of the variations of the research data around the 

average is described by the model. R coefficient assists to depict the correlation of the 

study variables. A 0.768 R coefficient shows that there is a strong positive relationship 

between profitability (return on capital employed) of selected DMBs in Nigeria and 

macroeconomic variables (GDP, IFR, CRR &MPR).  
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Model Coefficients 

Table 4.3: Model Coefficients 

Model Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 95.0% Confidence 

Interval for B 

  B Std. 

Error 

Beta   Lower 

Bound 

Upper 

Bound 

1 (Constant) 5.175 10.888  0.475 0.636 -16.484 26.834 

 GDP 0.018 0.051 0.197 0.352 0.725 -0.083 0.119 

 IFR 0.089 1.238 0.183 0.072 0.943 -2.375 2.553 

 CRR -0.069 0.412 -0.308 -0.168 0.867 -0.89 0.751 

 MPR 0.089 1.238 0.183 0.072 0.943 -2.375 2.553 

         

Source: Research Findings 

 

From the summary table 4.5 above, the below study model was obtained: This 

indicates that the model is fit and the variable are properly selected, combined and 

used. This can be confirmed by the p-value statistics of 0.725, 0.943, 0.867 and 0.943 

at 5% level of significance, confirming the acceptance of the null hypothesis and 

rejection of the alternate hypothesis, that, macroeconomic variables (as proxy by gross 

domestic product, inflation rate, cash reserve ratio and monetary policy rate) have no 

significant impact on the return on capital employed of selected DMBs in Nigeria.  

Discussion of Research Findings  

The study therefore finds profitability of selected DMBs has a strong positive 

correlation with changes in macroeconomic variables, this is inferred from the 

correlation coefficient of 0.768.  Regression analysis results indicate the position of 

macroeconomic variables changes as its impact on profitability of selected DMBs in 

Nigeria. The inconsistency in findings, coupled with the variable, domain, 

demography, scope and methodological gaps identified in previous studies prompts 

the need for this study. 

It is against this background that, this study concludes that, macroeconomic variables 

have no statistically significant impact on the profitability of selected DMBs in 

Nigeria. This research findings supports the positions held by Akani, Nwanna, and 

Mbachu (2016) finds that macroeconomic variables did not significantly impact bank 

profitability. The findings of this study does not coincide with that of Sheefeeni (2015) 

reported dissimilar results in that macroeconomic variables were found to significantly 

influence bank performance in Namibia. Also, Ongeri (2014) found significant impact 

of macroeconomic variables on bank performance in Kenya.  

ROCE= 5.175 + 0.018*GDP+ 0.089*IFR- 0.069*CRR + 0.089*MPR 
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Based on the obtained model above, for each one-point increase in GDP, profitability 

(proxy by return on capital employed) increases by 0.018 units, for each one-point 

increase in IFR, profitability (proxy by return on capital employed) increases by 0.089 

units. For each one-point increase in CRR, profitability (proxy by return on capital 

employed) decreases by 0.069 units. Finally, for each one-point increase in MPR, 

profitability (proxy by return on capital employed) increases by 0.089 units. 

 

Conclusion 

The following are the conclusions drawn from the results presented in chapter four of 

the study.  

Gross domestic product which is the monetary value of a country’s production in a 

year by both nationals and foreigners does not have significant impact on DMBs 

profitability measured by ROCE. 

Inflation rate constitutes the rate that determines the purchasing power of the naira in 

the economy, does not have significant impact on profitability of DMBs measured by 

ROCE Nigeria.  

Cash reserve ratio which remains the ratio that constitutes the deposit liabilities of the 

DMBs in the central bank of Nigeria, also, does not have a significant impact on the 

profitability of listed banks in Nigeria.  

Monetary policy rate as set by the monetary policy committee of the central bank of 

Nigeria does not determines to a large extent the position of the returns on capital 

employed of the DMBs in Nigeria. Thus, the fluctuations of the MPR in Nigeria does 

not result in high or low returns accruing to the DMBs in Nigeria. Therefore, the 

monetary policy committee of the central bank is required to set the MPR as more 

effective and more flexible as possible in other to improve the Nigerian economy. 

 

Recommendations   

Based on the findings of the study, the following recommendations are made: 

Considering the insignificance nature of gross domestic product and profitability 

proxy by return on capital employed of DMBs in Nigeria, the study recommends an 

improvement of the GDP by the concern policy makers and monetary policy 

committee members of the CBN. 

Considering the fact that, inflation rate has no statistically significant impact on 

profitability proxy by return on capital employed of DMBs in Nigeria, the study 

recommends the need for the for a low single digit inflation rate by the policy makers 

in Nigeria.  

Considering the insignificance of the cash reserve ratio on the return on capital 

employed of the selected deposit money banks in Nigeria, the study recommends the 
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need for managers of these banks to fully adhere to the CRR policy by organising more 

training and workshops to staff on the importance of preserving and adhering to the 

macroeconomic variables for the effective and efficient operationalisation of the banks 

in the short-run and a better health: on banking industry in the long-run.     

Considering the fact that, monetary policy rate has no significant impact on the return 

on capital employed of listed deposit money banks on the NSE, the study recommends 

the need by the C.B.N. to ensure that adequate monetary policy rate is put in place to 

improve the significance in terms of safeguarding the impetus of macroeconomic 

variables in the Nigerian economy. 
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