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ABSTRACT

In this study the researcher evaluated the im pact of bank con solidation

on the performance of the Nigerian banking industry. The study was

~ 3.dd led with th ree objective s : to eva lu a te the impact of recapitalisation

on the profitability of Nigerian banks ; to evaluate the impa ct of

reca pita lisa t ion reform on the deposit mobilisation of banks; to evaluate

the impact of recapitalisa tion reform on the shareholders ' ear n ings of

banks. Using different statistical ratios a n d regression m odel a nalysis

supported by the f-test (ANOVA), it was found that banking sector re­

capitalization legislation has a lways been a means of strengthening the

ca pital base of banks in Nigeria. It h a s a lways been achieved th rough

legislation . Since the 1952 banking ord inance witnessed a bout eigh t (8)

minimum capita l legisl a tions , a ll with the in ten t of stabilizing the

" -"a n cia l system. How ever, it was a lso found that with each m inimum

) ~ CS ;t a p peared that the objectives of setting it were fa r from being

\t \l ~ lis stu dy also found that, though there is a s ign ificant

.t}:j;;t between bank capital a nd profitability , the impa ct of the

r6 itl 0 sa tion exercise in Nigeria has not been felt in the a reas of

f\ -toility , deposit mobilisation and shareholders earnings , The

r \ \2 m g recom mendation s were proffered for the s tu dy: that though

) n g a strong capital base is important to any business, it should be

\ rn e in mind that the ba nkin g industry is a highly levera ged indu s try ,

h en ce legisl a ting minimum ca pital should follow the business trends in

the industry . As a foll ow u p to th is, regula tory enviro nment shou ld be

such that wi ll en a ble the ban k s in vest profi tably ; since robus t capital

base do es not t ranslate to profi ts a utomatically, banks should be

encou rage to mop up the excess liquidity in the economy, thus h elping

them h a ve robust deposit base for m eaningful intermedia tion ; banks

should be encou raged to get involved in good banking h abits, as this will

translate to meaningfu l profit. This is. when it is considered a t the

backdrop that there is a positive rela tionship between ba n k capital a n d

profitability.
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