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 Introduction 

Ownership structure is considered an important factor that affects a firm’s health 

(Zeitun and Tian, 2007). If ownership structure affects a firm’s health, it is possible 

then to use the ownership structure to predict firm profitability. Against this backdrop, 

this paper analyzes the relationship between ownership structure and bank profitability 

in Nigeria. There are two motivations for this paper. Firstly, midway into the banks 

consolidation exercise in Nigeria (Okagbue and Aliko, 2005), the CBN identified the 

need for a determination of the most appropriate composition of bank capitalization 

that would enhance the individual and systemic profitability and efficiency of banks in 

Nigeria post-consolidation. Hence, it decided to minimize state governments’ 

investment in banks during the exercise (Ugwu, 2005)  

and also issued a December 2007 ultimatum to all tiers of governments that have 

stakes in banks to dilute their investments to a maximum of 10 per cent (Aminu and 

Elueme, 2005). Unfortunately, the CBN did not state any econometrically-based 

rationale giving credence to its directives. Secondly, the effect of ownership structure 

and concentration on a firm’s performance is an important issue in the literature of 

finance theory (Zeitun and Tian, 2007). However, no researcher has studied this 

important aspect of finance theory in the Nigerian context. It is worth noting that most 

research on ownership structure and firm performance has been dominated by studies 
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conducted in developed countries. However, there is an increasing awareness that 

theories originating from developed countries such as the USA and the UK may have 

limited applicability to emerging markets. Emerging markets have different 

characteristics such as different political, economic and institutional conditions, which 

limit the application of developed markets’ empirical models. 

The remainder of the paper is organized as follows. Section 2 is a conceptual 

framework of previous research relating to ownership structure and bank profitability.  

Section 3 is a review of the ownership structure of banks in Nigeria. Section 4  

presents the data used in the study. Section 5 presents the empirical estimations.  

Section 6 concludes the paper. 

II. Conceptual Framework 

The definition of what constitutes a foreign bank varies among different authors.  

While Uche (1998) sees a bank as foreign if its head office is not situated in Nigeria, 

Anyanwaokoro (1996) sees a bank as expatriate or foreign if it is wholly (100 percent)  

owned by foreign investors. Claessens et al. (1998) consider a bank to be foreign 

owned if foreign residents own 50 percent or more of its capital. Crystal et al. (2002) 

consider banks to be foreign if foreign shareholders own a majority of voting shares or 

exercise effective management control. A sharp contrast from all preceding 

definitions, DeYoung and Nolle (1996), within the context of their study, define a 

bank as foreign if it has more than 10 percent foreign ownership. Magri et al. (2004) 

isolate three distinct categories of foreign bank presence- subsidiaries, branches, and 

minority shareholdings. By ‘subsidiary’, they mean a bank which is legally 

autonomous but controlled (through the majority of votes) by a holding company 

located abroad, while a branch is a part of a foreign bank and  

has no legal autonomy. 

While Anyanwaokoro (2001) defines indigenous (domestic) banks as: “banks 

initiated and fully [100 per cent] owned by Nigerians”, Brownbridge (2005) defines 

same as banks having local investors as the major shareholders. Both authors agree 

that domestic banks have the citizens and / or government of the country holding 

controlling ownership interests. State banks are banks in which government directly or 

indirectly, through its agencies, holds controlling ownership interests, i.e. shareholding 

in excess of 50 per cent. State banks exist in various countries of the world. In 1995 

the average percentage of state ownership in the banking industry around the world 

was about 41.6 percent (Sapienza, 2004). In fact, La Porta et al. (2002) show that, 

worldwide, there is a large, pervasive government ownership of banks. 
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Recent years have seen increased research into the relationship between ownership 

and bank profitability. Several studies have been conducted on the relative 

performance of foreign versus domestic banks. Studies of the relative performance of 

foreign versus domestic banks in industrial countries include DeYoung and Nolle 

(1996), Berger et al. (2000) and Vander Vennet (1996); and studies focusing on 

developing countries (or both developing and industrial countries) include Bonin et al. 

(2004) and Clarke et al. (2000).  Most of these studies have argued that foreign banks 

are more profitable than their domestic counterparts in developing countries and less 

profitable than domestic banks in industrial countries. In a research study, conducted 

by Goldberg et al (2000), foreign-owned banks, on the whole, tended to be “healthier” 

than their domestic counterparts. Comparing the 1995-2000 performance of foreign 

and domestic banks in select Latin American countries, they revealed that while 

foreign banks differed little from their domestic counterparts in overall financial 

condition, they showed more robust loan growth, a more aggressive response to asset 

quality deterioration, and a greater ability to absorb losses- characteristics that jointly 

portray that they are by far more profitable than domestic banks. Jeon et al (2004) 

state that foreign banks are more likely to earn higher returns on assets and equity than 

domestic banks. Drawing similar conclusions, Micco et al. (2004) explain that 

foreign-owned banks tend to have much lower overhead costs. Also, higher rates of 

return among foreign banks reflect lower-cost operations and/or improved investment 

and lending practices that improve earnings. But, in industrial countries, foreign banks 

experience lower margins (measured either as a share of total assets or as a share of 

loans plus deposits) than their domestic counterparts. 

There are several other plausible reasons for the enhanced profitability of foreign 

banks when compared to their domestic counterparts. Firstly, foreign banks enjoy 

technical advantages over domestic banks in their host territories. They enjoy 

economies of scale from operating in more than one country at a time. When interest 

rates in their home countries go higher than interest rates in their host countries, they 

simply reduce their lending activities in the host country and increase their lending 

activities in their home country and vice versa. This is why Jeon et al. (2004) state 

that: “foreign banks’ lending is sensitive to changes in home-country conditions”. In 

developing countries, foreign banks are frequently exempt from credit allocation 

regulations and other such restrictions; hence, they are able  

to realize high interest margins by lending without any restrictions to the most 

profitable sectors in the host country’s economy. They also have more opportunities to 

transfer their funds abroad to expand their income base. Furthermore, they are better 
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able to raise equity capital internationally than their domestic counterparts, and this 

often makes them to accept a lower net profitability (Claessens et al. 1998). Finally, 

depositors consider these banks a safe haven due to high capitalization and access to 

foreign credit, thereby enhancing patronage and profits (Hull, 2002). 

Studies (e.g. Zeitun and Tian, 2007) have also been conducted on the relationship 

between ownership concentration (spread) and bank profitability. Based on the spread 

of ownership, banks could be classified as either quoted or non-quoted. The ownership 

structure of quoted banks is deconcentrated (diffused or well spread out), while the 

ownership structure of non-quoted banks is concentrated. Using data for all the more 

than 700 Czech firms that were consistently listed on the Prague Stock Exchange over 

the period 1992-95, the empirical evidence from Claessens et al. (1997) reveal that 

there are strong positive relationships between ownership concentration and 

profitability. They find that the more concentrated the ownership of a firm, the higher 

its profitability and market value. Mitton (2002) also shows that firms with high 

disclosure quality and ownership concentration showed better stock market 

performance during the Asian economic crisis. Ownership concentration may improve 

performance by decreasing monitoring costs (Shleifer and Vishny, 1986). However, it 

may also work in the opposite direction (Leech and Leahy, 1991). There is a 

possibility that large shareholders use their control rights to achieve private benefits 

(Zeitun and Tian, 2007). 

Studies have also been conducted on state versus private ownership of banks. 

Empirical evidence from La Porta et al. (2002) and Micco et al. (2004) suggest that 

state-owned banks operating in developing countries tend to have lower profitability 

than their private counterparts and that this lower profitability is due to lower net 

interest margin, higher overhead costs (mostly due to the fact that state-owned banks 

tend to employ relatively more people), and higher non-performing loans. When they 

focus on industrial countries, they find that, relative to their private counterparts, state-

owned banks tend to have slightly higher overhead costs but other performance 

variables (profitability, margins, and non-performing loans) do not vary significantly 

across these two groups of banks. However, non-performing loans tend to be 

particularly high in state banks. This is especially the case in the Caribbean, industrial 

countries, Middle East, and Sub-Saharan Africa. 

Several other reasons have been given for the low profitability generally observed 

among most state-owned banks in the world. Sapienza (2004) states that state-owned 

banks charge lower interest rates than do privately owned banks to similar or identical 
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firms. Clarke et al. (2004) state that state-owned enterprises (SOEs) experience poorer 

corporate governance than private firms; and this could be attributed to weak 

incentives for managers to perform effectively. SOEs managers do not face a market 

for their skills or a credible threat of losing their job for non-performance; and 

bankruptcy, liquidation or hostile takeover are not credible threats for state owned 

firms (Berglof and Roland, 1998; Dewatripont and Maskin, 1995; Schmidt, 1996; 

Vickers and Yarrow, 1989; and Vickers and Yarrow, 1991). Micco et al. (2004) 

attribute state banks’ low profitability to the fact that, rather than maximizing profits, 

they respond to a social mandate. Since state banks are owned by the government, 

they often align themselves with government policies even when these policies 

significantly diminish their profit margins. 

Pedersen and Thompson (1997) and Zeitun and Tian (2007) have asserted that 

ownership structure has impacts on a firm’s performance and its default risk. 

However, there is need to emphasize that the empirical studies of the relationship 

between firm performance and ownership concentration and structure have produced 

mixed results. For example, Demestz and Lehn (1985) find no effect of ownership 

structure on accounting profits. On the other hand, Leech and Leahy (1991) find a 

negative and significant relationship between ownership concentration and firm value 

and profitability. 

III. Ownership Structure of Banks in Nigeria  

Historically, the Nigerian banking industry has played host to banks having 

different ownership structures. These include banks having different compositions of 

ownership (foreign banks, indigenous banks, state banks and private banks) and banks 

having different spreads of ownership (quoted banks and non-quoted banks). 

The first bank that was established in colonial Nigeria, the African Banking 

Corporation (which later metamorphosed into the Bank of British West Africa 

(BBWA)), was a foreign bank (Anyanwaokoro, 2001). In 1899 a second foreign bank 

was established. The bank, initially called the Anglo-African Bank, was renamed 

Bank of Nigeria in 1905 and was absorbed by the BBWA in 1912. BBWA had the 

banking field in Nigeria to itself for the next four years, with the year 1916 seeing the 

advent of the Colonial Bank. Barclays Bank entered into the banking arena in 1925 

through the merger between the Colonial Bank, the Anglo-Egyptian Bank (which it 

already owned) and the National Bank of South Africa  

to create Barclays Bank (Dominion, Colonial and Overseas) (Uche and Ehikwe, 

2001). All these foreign banks that were then in existence in the Nigerian colony were, 
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in the main, established to service foreign commercial interests and oil the trade 

mechanism between Nigeria and its colonial masters; and were thus not interested in 

developing new markets and clients. Given the foreign commercial interest focus of 

these banks, it was not surprising that they established operations in localities where 

British commercial interests predominated. The inability of these banks to cultivate 

the indigenous populations led to the establishment of indigenous banks. 

The first indigenous bank in Nigeria (Industrial and Commercial Bank) was 

founded in 1929, “a time when banking was effectively unregulated and entry 

unrestricted” (Brownbridge, 2005). This bank was however short-lived and went into 

liquidation in 1930. The second indigenous bank that came into operation – The 

Nigerian Mercantile Bank – also had a short and chequered life span. The bank was 

established in 1931 by some former directors of the Industrial and Commercial Bank 

Limited and failed in 1936. In 1933, the National Bank was established. This was 

followed by the Nigerian Penny Bank which was short-lived (the exact year of its 

establishment is not known). In 1947, two other banks (African Continental Bank and 

the Nigerian Farmers and Commercial Bank) were established. Indeed the period 

between 1947 and 1952 has been described as the era of indigenous banking boom, 

with the registration of 185 indigenous banks, although most of them did not actually 

commence operations. Most of the banks that did start operating collapsed within a 

few years due to a combination of mismanagement, insider lending and inadequate 

capitalization (Brownbridge, 2005). The advent of the 1952 Banking Ordinance also 

ensured that many of the surviving indigenous banks at the time were short lived 

(Uche and Ehikwe, 2001). The introduction of the ordinance, which for the first time 

in Nigeria imposed entry conditions for banks such as minimum capital requirements, 

and the loss of public confidence induced by the failure of local banks, brought the 

indigenous banking boom to an end by the mid 1950s (Nwankwo, 1980). Only four 

indigenous banks survived until independence in 1960; and their survival was solely 

due to substantial financial support from the regional governments then  

in existence (Brownbridge, 2005). This marked the beginning of state government 

(then known as ‘regional government’) participation in banking. 

Foreign banks dominated the Nigerian banking sector until the 1970s and 1980s,  

when there was a change. Instead of foreign bank domination, the new change resulted  

in sector domination by banks having public sector ownership, i.e. state banks. This 

occurred as a result of the government decision to nationalize foreign banks, 

culminating in the federal government acquisition of 40 per cent of the shares in the 

three largest expatriate banks at the time, which were Barclays Bank (now Union 
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Bank), United Bank for Africa and Standard Bank (now First Bank). Nwankwo (1972) 

summed up the rationale for government participation in commercial banking as 

follows: 

(i) To break the monopoly power and discriminatory practices of the expatriate 

banks.  

(ii) To give financial assistance to indigenous banks. 

General Yakubu Gowon, the then Head of State, argued that the aim of such 

government acquisition was for the government to get intimately involved in 

commercial banking activities in order to guide them to operate to the maximum 

benefit of the economy. 

By 1976, a new military government had recognized that the problems that the 

Nigerian financial system faced could not be solved by government holding of 40 per 

cent equity in the leading expatriate banks. This resulted in the raising of government 

equity in foreign banks to 60 per cent under the second phase of the indigenization 

exercise (Anyanwaokoro, 1996). This marked the beginning of full-fledged federal 

government banks. With this development, there were no more foreign banks in 

Nigeria. The foreign banks operating in Nigeria at the time either became state or non-

state indigenous banks. 

Before this time, the establishment of the Nigerian Stock Exchange (NSE) in 1960 

had brought to limelight a new set of banks in Nigeria, based on the spread of their 

ownership structure. These were the quoted and non-quoted banks. The shares of 

quoted banks were quoted on the floor of the NSE; while the shares of non-quoted 

banks were not quoted on the floor of the NSE. Thus, quoted and non-quoted banks 

operated side-by-side within the broad framework provided by the Nigerian banking 

industry. 

Following the introduction of the Structural Adjustment Programme (SAP) in 

1986, indigenous banks were once again set up in large numbers. During 1982-92, 

approximately 27 local commercial banks and 42 local merchant banks were 

established. Foreign partnership was limited to only four of these banks. The rest were 

wholly owned by the Nigerian private sector (Brownbridge, 2005). 

In 1995 the Nigerian government decided to relax the investment laws for 

foreigners. Market restrictions on Non-Nigerian participation in banking services were 

dismantled.The Nigerian Investment Promotion Commission (NIPC) Act No. 16 of 

1995 was enacted to encourage foreigners to invest in Nigeria. Regulations now 
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allowed 100% access by foreigners to service sectors such as banking. Foreign 

investors were guaranteed unconditional transferability of their dividends, profits and 

loan repayments. The Law gave protection against nationalization and expropriation 

of business interests. With this new development, foreign banks that once participated 

in the pre-independence banking arena in Nigeria started to return (Uche and Ehikwe, 

2001). As at December 31, 1998, four banks in Nigeria were having substantial 

foreign ownership. They were Citibank Ltd. (75%), Comm. Bank (Credit Lyonnais) 

Ltd. (50%), United Bank for Africa Plc. (50%), and Stanbic Merchant Bank Ltd (90%) 

(NDIC, 1998). By December 31, 1999, the foreign ownership  

of Ecobank of Nigeria Plc., Indo-Nig. Merchant Bank Ltd., and Centre-Point 

Merchant Bank had increased from 40% to 54%, 13% to 51% and 0% to 59% 

respectively (NDIC, 1999). By December 31, 2000, the foreign ownership of NBM 

Bank Ltd. Had also increased from 30% in the preceding year to 50%. Also, the 

foreign ownership of Regent Bank Ltd., Reliance Bank Ltd., Savannah Bank of Nig. 

Plc. And Standard Chartered Nig. Ltd. Were 91%, 80%, 69% and 100% respectively 

(NDIC, 2000). Finally, by December 31, 2003, there were nine banks in Nigeria 

having majority foreign ownership, namely Centre Point Bank Plc. (57%), Ecobank of 

Nig. Plc. (54%), Inmb Bank Ltd. (51%), NBM Bank Ltd. (75%),  

Regent Bank Ltd. (70%), Reliance Bank Ltd. (80%), Standard Chartered Bank Ltd. 

(100%), Stanbic Nigeria Ltd. (93%), and Citibank Nigeria (75%) (NDIC, 2003). 

IV. The Data 

Data employed for the purpose of this study were elicited from 478 financial 

statements of 98 commercial and merchant banks that operated in the Nigerian 

banking industry during the years 1989-2004. To build up the data set, the banks in 

Nigeria were classified on the basis of composition and spread of their ownership, into 

foreign banks, domestic banks, state banks, private banks, quoted banks and non-

quoted banks. A bank was classified as foreign if its total paid-up share capital is at 

least forty percent (40%) owned by non-Nigerian individuals and/or non-Nigerian 

institutions; otherwise it is a domestic bank. A bank was classified as state-owned if 

its total paid-up share capital is at least thirty six percent (36%) owned by government; 

otherwise it is a private bank. I classified a bank as quoted if its shares are traded on 

the floors of the NSE; otherwise it is non-quoted. When the classification process  

was complete, returns on total assets (ROTA) were elicited from the bank financial 

statements. The banks and their data descriptions are presented in Table 1; while 

ROTA summary statistics are presented in Table 2. 
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V. Empirical Estimations 

To empirically analyze the relationship between ownership structure and bank 

profitability in Nigeria, data obtained from classified bank groups (based on the 

composition and spread of their ownership) were analyzed. Two statistical methods 

were employed in the empirical estimations. The first statistical method is regression 

analysis; and a predicted model was adopted for this purpose. In this model, regression 

estimates were derived using the ordinary least squares (OLS) method explained by 

Loveday (1969), Loveday (1980), Koutsoyiannis (2003) and Greene (2004). Least 

squares estimates are the most reliable regression estimates because of their general 

quality of minimum bias and variance. The second statistical method is the Student’s 

T-test, used to statistically determine the existence or inexistence of a significant 

difference between two datasets (Egbule and Okobia, 1998). 

Table 91. The Regression Model 

ROTAjt = αo + δD/FOjt + δP/SOjt + δOSjt + εjt    (1) 

where ROTAjt is Return on Total Assets of bank j at time t; D/FOjt is domestic or 

foreign ownership of bank j at time t (represented by dummy variables 0 for domestic 

ownership and 1 for foreign ownership); P/SOjt is private or state ownership of bank j 

at time t (represented by dummy variables 0 for private ownership and 1 for state 

ownership); OSjt is ownership spread of bank j at time t (represented by dummy 

variable 0 for non-quoted banks and 1 for quoted banks); αo is a Constant; δ is the 

Variable Coefficient; while εjt is an Error Term. To ascertain whether ownership 

structure had a significant impact on bank profitability in Nigeria within the 1989-

2004 period, Equation (Eq.) 1 was adopted for use in the empirical estimations. The 

regression of variables in the equation was conducted electronically via SPSS. The 

overall aim of the estimation was to determine whether or not each δ is significant;  

and a significance limit of 5 per cent was adopted for this purpose.  

As regards the results, the R
2
 was 0.012; the Adj. R

2
 was 0.005; Durbin-Watson 

was 2.029; δD/FOjt was significant at 38.15%; δP/SOjt was significant at 6.45%; and 

δOSjt was significant at 49.85%. The R
2
 (nominal and adjusted) were both very low in 

the estimation, and this was due to the fact that there were numerous other influences 

on bank profitability which were not incorporated into the equation. However, as 

previously argued in Aburime  and Uche (2007), this paper is not an all-encompassing 

enquiry into the determinants of bank profitability in Nigeria; hence, I cannot infuse 

into the equation all other regressors  that have some form of relationship with the 

regressand. All I am concerned about here is whether or not the respective δs 
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(coefficients of ownership structure in Eq. 1) are significant; and the estimation results 

indicate that all of them are insignificant at the 5 per cent significance limit (i.e. they 

may be significant only if the significance limit is expanded, culminating in adverse 

effects on the results’ reliability). Therefore, the current results at the 5 per cent 

significance limit reliably imply that ownership structure had no significant impact on 

bank profitability in Nigeria within the 1989-2004 period. 

Table 91. Student’s T-test 

To verify the authenticity of the results and, by implication, the conclusion  

drawn through the predicted regression model statistical tests, the student’s t-test  

was adopted for use in the empirical estimations. The tests were conducted 

electronically via SPSS. The overall aim of the estimation was to determine the 

existence or inexistence of significant differences between the profitability of banks 

having different ownership structures; and the 5 per cent significance level was 

adopted for this purpose. 

The t-calculated value for foreign banks vs. domestic banks was 1.414 (Significant 

at 16%). The t-calculated value for private banks vs. state banks was 1.141 

(Significant at 25.7%). The t-calculated value for quoted banks vs. non-quoted banks 

was 1.233 (Significant at 21.9%). These results clearly reveal the �ulfilment�e� of 

significant differences between the profitability of banks having different 

compositions and spreads of ownership at the 5 per cent significance level. Therefore, 

the results tally with those obtained via Eq. 1, implying that ownership structure had 

no significant impact on bank profitability in Nigeria within the 1989-2004 period. 

VI. Conclusion  

Based on the principal finding of this study that ownership structure has had  

no significant impact on bank profitability in Nigeria, it is clear that the current 

attempt by the CBN to manipulate the composition of bank ownership in Nigeria in 

order to enhance component and systemic profitability and efficiency, evident through 

its December 2007 ultimatum for the phasing out of state banks from the Nigerian 

banking industry, is completely inappropriate. Rather, the true causes of bank distress 

and failure in Nigeria should be ascertained and appropriate remedies and preventive 

measures fully implemented. At the moment, the CBN should be more concerned 

about maintaining a healthy operating environment for all banks, regardless of the 

composition and / or spread of their ownership, and ensuring full compliance by banks 

to laid-down statutes and regulations.  



 

Journal of Global Economy,  

Volume 4 No 3&4, JULY-OCTOBER-DECEMBER, 2008 

180 

 
Table 1 – Banks and their Data Descriptions 

S/N Bank Data Period Observations 

1 Abacus Merchant Bank Limited 1989-1990 2 

2 ABC Merchant Bank (Nig.) Limited 1989-1990 2 

3 Access Bank Nigeria Plc 1994-2004 6 

4 Afribank International Ltd. (Merchant Bankers) 1990-1997 5 

5 Afribank Nigeria Plc 1993-2004 11 

6 African International Bank Limited 1989-1999 8 

7 Allied Bank 1989-1990 2 

8 Allstates Trust Bank Plc 1992-1999 7 

9 Bank of the North Limited 1989-2000 4 

10 Bond Bank Limited 2004 1 

11 Broad Bank of Nigeria Limited 1997-1998 2 

12 Centre-Point Bank Plc 1990-1991 2 

13 Chartered Bank Plc 1995-1996 2 

14 Citibank Nigeria 1989-1999 9 

15 Citi Trust Merchant Bank Limited 1993-1994 2 

16 Citizens International Bank Limited 1993-1999 5 

17 City Express Bank Ltd 2002-2003 2 

18 Comet 1992-1999 4 

19 Commerce Bank Limited 1989-1990 2 

20 Commercial Bank (Credit Lyonnais Nigeria) Ltd. 1993-2000 8 

21 Continental Trust Bank Limited 1999-2000 2 

22 Co-operative Development Bank Plc 1993-2003 7 

23 Co-operative Bank Plc 1997-2004 6 

24 Crown Merchant Bank Limited 1989-1990 2 

25 Crystal Bank 1992-1993 2 

26 Devcom Bank Limited 1993-1994 2 

27 Diamond Bank Limited 1993-1999 7 

28 Ecobank Nig Plc 1989-2004 11 

29 EIB International Bank Plc 1989-1999 7 

30 Equity Bank of Nig. Ltd 1989-2003 6 

31 FBN (Merchant Bankers) Nigeria Limited 1990-2000 6 

32 Fidelity Union Merchant Bank Limited 1989-1999 6 

33 First Atlantic Bank Plc 2002-2004 3 

34 First Bank of Nigeria Plc 1989-2004 15 

35 First City Monument Bank Limited 1993-1999 4 
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36 First Interstate Bank Plc 1989-1993 4 

37 Fortune International Bank Plc 2002-2003 2 

38 Fountain Trust Bank Plc 1993-1995 3 

39 Fountain Trust Merchant Bank 1993-1998 6 

40 FSB International Bank Plc 1993-2000 8 

41 Gamji Bank 1996-1998 2 

42 Gatewaybank Plc 2001-2003 3 

43 Great Merchant Bank Limited 1991-1992 2 

44 Guaranty Trust Bank Plc 1995-2000 6 

45 Gulf Bank of Nigeria Plc 1994-1998 4 

46 Habib Nigeria Bank 1997-1999 3 

47 Hallmark Bank Plc 1994-2004 9 

48 Highland Bank 1989-1990 2 

49 IMB International Bank Plc 1998-2001 4 

50 Indo-Nigeria Bank Limited 1989-1993 4 

51 Inland Bank (Nig) Plc 1989-2000 7 

52 Intercity Bank Plc 1997-1998 2 

53 Intercontinental Bank Plc 1989-2003 8 

54 Investment Banking & Trust Co. Ltd 1995-1999 4 

55 Kapital Merchant Bank Ltd. 1989-1990 2 

56 Lead Bank Plc 1990-2000 7 

57 Liberty Bank Plc 1996-2003 6 

58 Lion Bank of Nigeria Plc 1989-1997 7 

59 Magnum Trust Bank  1993-2000 4 

60 MannyBank Nigeria Plc  1991-2000 10 

61 Marina International Bank Ltd  1996-1998 3 

62 MBC International Bank Ltd  1989-1996 6 

63 Merchant Bank of Commerce 1997-1998 2 

64 Metropolitan Bank Ltd 1990-2003 5 

65 Midas Bank Plc 1991-1992 2 

66 NAL Bank Plc 1991-2004 13 

67 National Bank of Nigeria Ltd 2003-2004 2 

68 Nationwide Merchant Bank Limited 1989-1990 2 

69 New Africa Merchant Bank Plc 1990 1 

70 New Nigeria Bank Plc 1989-1990 2 

71 Nigerian-American Bank Ltd 1992-1996 5 

72 Nigerian Export-Import Bank 2001-2002 2 

73 North-South Bank (Nigeria) Limited 1990 1 
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74 NUB International Bank Ltd 1990-2004 6 

75 Oceanic Bank Inter’l Nig. Ltd 2003-2004 2 

76 Omegabank Plc 1994-2004 10 

77 Pacific Bank Ltd 1992-2001 6 

78 Peak Merchant Bank 1994-1995 2 

79 Progress Bank of Nig. Ltd. 1989-2004 7 

80 Prudent Bank Plc 1992-2004 6 

81 Savannah Bank 1993-1994 2 

82 Societe Bancaire Nig. Ltd. (Merchant Bankers) 1992-1999 5 

83 Societe Generale Bank Nig. Ltd. 1998-1999 2 

84 Stanbic Bank Nigeria Limited 1993-2000 6 

85 Standard Trust Bank Ltd 1998-1999 2 

86 Standard Chartered Bank Nigeria Ltd 1998-2000 3 

87 Trade Bank Plc 1992-2004 12 

88 Trans International Bank Plc 1989-2000 5 

89 Triumph Bank Plc 1996-1997 2 

90 Tropical Commercial Bank Plc 1993-1998 6 

91 Trust Bank of Africa Ltd (Merchant Bankers) 1994-2000 6 

92 UBN Merchant Bank 1998-1999 2 

93 Union Bank of Nigeria Plc 1995-2004 9 

94 Union Merchant Bank Ltd 1999-2004 5 

95 United Bank for Africa Plc 1989-2004 16 

96 Universal Trust Bank Plc 1989-1997 6 

97 Wema Bank Plc 1995-2004 9 

98 Zenith International Bank Ltd 1994-2000 6 

 
Table 2- ROTAjt Summary Statistics 

YEAR 

Foreign 

Banks 

Domestic 

Banks 

Private 

Banks 

State 

Banks 

Quoted 

Banks 

Non-

Quoted 

Banks 

Industrial 

Average 

1989 
0.0217 

(10) 

0.014353 

(17) 

0.021133 

(15) 

0.012 

(12) 0.011 (6) 

0.01881 

(21) 

0.0171 

(27) 

1990 
0.0135 

(12) 

0.018391 

(23) 

0.023632 

(19) 

0.0085 

(16) 0.0165 (6) 

0.016759 

(29) 

0.0167 

(35) 

1991 

0.003 (2) 

0.014143 

(7) 

0.0176 

(5) 

0.00425 

(4) 

0.005333 

(3) 

0.014833 

(6) 0.0117 (9) 

1992 
0.018857 

(7) 

0.030818 

(11) 

0.0285 

(14) 0.018 (4) 0.0242 (5) 

0.026923 

(13) 

0.0262 

(18) 
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1993 
0.0421 

(10) 

0.025625 

(24) 

0.032517 

(29) 

0.0186 

(5) 

0.025818 

(11) 

0.032696 

(23) 

0.0305 

(34) 

1994 

0.033111 

(9) 

-0.020967 

(30) 

-

0.011061 

(33) 

0.005667 

(6) 

0.019923 

(13) 

-

0.022692 

(26) 

-0.0085 

(39) 

1995 
0.036125 

(8) 

0.030091 

(33) 

0.032886 

(35) 

0.021833 

(6) 

0.013786 

(14) 

0.040333 

(27) 

0.0313 

(41) 

1996 

0.0594 

(5) 

0.007206 

(34) 

0.028548 

(31) 

-

0.042875 

(8) 

0.012111 

(18) 

0.015429 

(21) 

0.0139 

(39) 

1997 
0.032571 

(7) 

0.030967 

(30) 

0.033774 

(31) 

0.018333 

(6) 

0.024412 

(17) 

0.0371 

(20) 

0.0313 

(37) 

1998 
0.028333 

(9) 

0.036639 

(36) 

0.036429 

(42) 

0.014667 

(3) 

0.02915 

(20) 

0.03964 

(25) 

0.0350 

(45) 

1999 
0.032909 

(11) 

0.027353 

(34) 

0.029073 

(42) 

0.033333 

(3) 

0.029895 

(19) 

0.027846 

(26) 

0.0287 

(45) 

2000 
0.013286 

(7) 

0.034833 

(24) 

0.0316 

(25) 

0.023167 

(6) 0.026 (17) 

0.034786 

(14) 

0.0300 

(31) 

2001 

0.017 (3) 

0.032167 

(12) 

0.030833 

(12) 

0.022333 

(3) 0.023 (11) 0.046 (4) 

0.0291 

(15) 

2002 
-0.258333 

(3) 

0.030667 

(15) 

-0.027 

(15) 0.03 (3) 

-0.036538 

(5) 

0.032 

(13) 

-0.0175 

(18) 

2003 

-0.187 (3) 

0.025739 

(23) 

0.026095 

(21) 

-0.1034 

(5) 

-0.0065 

(20) 

0.026833 

(6) 

0.0012 

(26) 

2004 

0.02 (3) 

0.017063 

(16) 

0.017765 

(17) 

0.0155 

(2) 0.014 (15) 

0.03075 

(4) 

0.0175 

(19) 

 

NOTE:- Sample size in brackets.             

 

REFERENCES  
Aburime, T.U. and Uche, C.U. (2007) “Impact of Share Capitalization on Bank Profitability  

in Nigeria”. Forthcoming in African Development Review. 

Aminu, A. and Elueme, L. (2005) “Govts Get 2007 Deadline to Reduce Equity”. This Day, 

April 27. Retrieved on May 9, 2005 from 

http://allafrica.com/stories/200504270033.html. 

Anyanwaokoro, M. (1996) Banking Methods and Processes. Enugu: Hosanna Publications. 

Anyanwaokoro, M. (2001) Elements, Practice & Processes of Banking Operations (Vol. 1), 

Enugu: Hosanna Publications. 

Berger, A., DeYoung, R., Genay, H. and Udell, F. (2000) “Globalization of Financial 

Institutions: Evidence from Cross-Border Banking Performance”. Brookings Papers  

on Economic Activity 2, 23-158. 



 

Journal of Global Economy,  

Volume 4 No 3&4, JULY-OCTOBER-DECEMBER, 2008 

184 

Berglof, E. and Roland, G. (1998) “Soft Budget Constraints and Banking in Transition 

Economies”. Journal of Comparative Economics 26 (1). 

Bonin, J., Hasan, I. and Wachtel, P. (2004) “Bank Performance, Efficiency and Ownership  

in Transition Countries”. Journal of Banking and Finance 29 (1), 31-53. 

Brownbridge, M. (2005) The Impact of Public Policy on the Banking System in Nigeria. 

Retrieved on March 20, 2005 from http://www.ids.ac.uk/ids/bookshop/wp/wp31.pdf.  

Claessens, S., Demirgüç-Kunt, A., and Huizinga, H. (1998) How Does Foreign Entry Affect  

the Domestic Banking Market?. World Bank Policy Research Working Paper No. 

1918. Retrieved on December 30, 2004 from 

http://www.worldbank.org/research/bios/asli/final.pdf . 

Claessens, S., Djankov, S. and Pohl, G. (1997) “Ownership and Corporate Governance- 

Evidence from the Czech Republic”. Public Policy for the Private Sector, The World 

Bank Group, Note No. 111, 1-4. 

Clarke, G., Cull, R., D’Amato, L. and Molinari, A. (2000) “The Effect of Foreign Entry  

on Argentina’s Domestic Banking Sector”. In Claessens, S. and Jansen, M. (eds.) 

Internationalization of Financial Services: Issues and Lessons for Developing 

Countries. Boston: Kluwer Academic. 

Clarke, G.R.G., Cull, R. and Shirley, M. (2004) Empirical Studies of Bank Privatization:  

Some Lessons. Paper retrieved on April 7, 2005 from 

http://www.isnie.org/ISNIE04/Papers/cull.pdf. 

Crystal, J.S., Dages, B.G. and Goldberg, L.S. (2002) “Has Foreign Bank Entry Led to Sounder 

Banks in Latin America?”. Current Issues in Economics and Finance, 8, 1-6.  

Retrieved on December 30, 2004 from 

http://www.ideas.repec.org/a/fip/fednci/y2002ijannv.8no.1.html. 

Demestz, H. and Lehn, K. (1985) “The Structure of Corporate Ownership: Causes and 

Consequences”. Journal of Political Economy, 93, 1155-1177. 

Demirguc-Kunt, A. and Huizinga, H. (2001) “Financial Structure and Bank Profitability”.  

In Financial Structure and Economic Growth: A Cross-Country Comparison of 

Banks, Markets, and Development, Cambridge, MA: MIT Press. Retrieved on March 

10, 2005 from http://www.econ.worldbank.org/docs/1185.pdf. 

Dewatripont, M. and Maskin, E. (1995) “Efficiency in Centralized and Decentralized 

Economies”. Review of Economic Studies, 62 (4). 

DeYoung, R. and Nolle, D.E. (1996) “Foreign Banks in the United States: Earning Market 

Share or Buying It”. Journal of Money, Credit and Banking, 28, 622-636. 

Egbule, J.F. and Okobia, D.O. (1998) Research Methods in Education for Colleges and 

Universities. Agbor: Kmensuo Educational Publishers. 

Goldberg, L.B., Dages, G. and Kinney, D. (2000) “Foreign and Domestic Bank Participation in 

Emerging Markets: Lessons from Mexico and Argentina”. NBER Working Paper 

7714. 



 

Journal of Global Economy,  

Volume 4 No 3&4, JULY-OCTOBER-DECEMBER, 2008 

185 

Greene, W.H. (2004) Econometric Analysis (Fifth Edition). Patparganj, Delhi: Pearson 

Education (Singapore) Pte. Ltd. 

Hull, L. (2002) Foreign-Owned Banks: Implications for New Zealand’s Financial Stability. 

Reserve Bank of New Zealand, Discussion Paper Series, April, DP 2002/05. 

Jeon, Y., Miller, S.M. and Natke, P.A. (2004) Do Foreign Bank Operations Provide  

A Stabilizing Influence in Korea?. Paper retrieved on December 31, 2004 from 

http://www.ideas.repec.org/n/nep-sea/2004-08-16.html. 

Koutsoyiannis, A. (2003) Theory of Econometrics (Second Edition). New York: Palgrave. 

La Porta, R., Lopez-de-Silanes, F., Shleifer, A. and Vishny, R. (2002) “Government 

Ownership of Banks”. Journal of Finance, 57, 256-301. 

Leech, D. and Leahy, J. (1991) “Ownership Structure, Control Type Classifications  

and the Performance of Large British Companies”. The Economic Journal, 101,  

1418-1437. 

Levine, R. (2002) Denying Foreign Bank Entry: Implications for Bank Interest Margins.  

Paper retrieved on January 2, 2005 from 

http://www.ideas.repec.org/p/chb/bcchwp/222.html . 

Loveday, R. (1980) Statistics – A First Course (2
nd

 Ed.). Cambridge: Cambridge  

University Press. 

Loveday, R. (1969) Statistics – Second Edition of ‘A Second Course in Statistics’. Cambridge: 

Cambridge University Press. 

Magri, S., Mori, A. and Rossi, P. (2004) “The Entry and Activity Level of Foreign Banks  

in Italy: An Analysis of the Determinants”. Journal of Banking & Finance,  

Elsevier B.V. Retrieved on December 23, 2004 from 

http://www.elsevier.com/locate/econbase. 

Micco, A., Panizza, U. and Yañez, M. (2004) Bank Ownership and Performance.  

Inter-American Development Bank, Research Department, November,  

Working Paper #518. Retrieved on April 7, 2005 from 

http://64.233.183.104/search?q=cache:SAbtwEYDcmYJ:www.iadb.org/res/publicatio

ns/pubfiles/pubWP-518.pdf+Effect+of+Ownership+on+Bank+Profitability&hn=en. 

Mitton, T. (2002) “A Cross-Firm Analysis of the Impact of Corporate Governance on the East 

Asian Financial Crisis”. Journal of Financial Economics, 64, 215-24. 

Naceur, S.B. (2003) The Determinants of the Tunisian Banking Industry Profitability:  

Panel Evidence. Paper retrieved on April 8, 2005 from 

http://www.academicdb.com/risk_management_case_study_1856/. 

Nigeria Deposit Insurance Corporation. (1998) Annual Report & Statement of Accounts. Abuja: 

The NDIC Research Dept. 

Nigeria Deposit Insurance Corporation. (1999) Annual Report & Statement of Accounts. Abuja: 

The NDIC Research Dept. 

Nigeria Deposit Insurance Corporation. (2000) Annual Report & Statement of Accounts. Abuja: 

The NDIC Research Dept. 



 

Journal of Global Economy,  

Volume 4 No 3&4, JULY-OCTOBER-DECEMBER, 2008 

186 

Nigeria Deposit Insurance Corporation. (2003) Annual Report & Statement of Accounts. Abuja: 

The NDIC Research Dept. 

Nwankwo, G.O. (1972) “British Overseas Banks in the Developing Countries: 1- Until 1945”. 

Journal of the Institute of Bankers, 93, 148-158. 

Nwankwo, G.O. (1980) The Nigerian Financial System. London:  Macmillan Publishers. 

Okagbue, S.N. and Aliko, T.B. (2005) “Banking Sector Reforms in Nigeria”.  

International Legal News, Vol. 1, Issue 2. Retrieved on April 7, 2005 from 

http://www.imakenews.com/iln/e_article000336415.cfm?x=b11,0,w. 

Pedersen, T. and Thompson, T. (1997) “European Patterns of Corporate Ownership: A Twelve 

Country Study”. Journal of International Business Studies, 28 (4), pp. 759-778. 

Sapienza, P. (2004) “The Effects of Government Ownership on Bank Lending”.  

Journal of Financial Economics 72 (2), 357-384. Retrieved on April 7, 2005 from 

http://64.233.183.104/search?q=cache:KI8kVmBJsJ:www.kellogg.northwestern.edu/f

aculty/sapienza/htm/state-

enter.pdf+Impact+Ownership+on+Bank+Profitability&hl=en. 

Schmidt, K.M. (1996) “The Costs and Benefits of Privatization: An Incomplete Contracts 

Approach”. Journal of Law, Economics, and Organization 12 (1). 

Shleifer, A. and Vishny, R. (1986) “Large Shareholders and Corporate Control”.  

Journal of Political Economy, Vol. 94, pp. 461-488. 

Uche, C.U. and Ehikwe, A.E. (2001) “Marketing of Banking Services in Nigeria.”  

Journal of Financial Services Marketing, 6, 133-146. 

Uche, C.U. (1998) “Bank Share Capital Regulation in Nigeria”. Journal of International 

Banking Law, 13, 30-34. 

Ugwu, E. (2005) “Consolidation: October Ushers in ‘Injury Time’ for Banks”. The Guardian, 

Lagos: Guardian Newspapers Limited, October 5, 27-29. 

Vander Vennet, R. (1996) “The Effect of Mergers and Acquisitions on the Efficiency and 

Profitability of EC Credit Institutions”. Journal of Banking and Finance 20 (9),  

1531-1558. 

Vickers, J. and Yarrow, G. (1991) “Economic Perspectives on Privatization”.  

Journal of Economic Perspectives 5 (2). 

Vickers, J. and Yarrow, G. (1989) Privatization: An Economic Analysis. Cambridge:  

MIT University Press. 

Zeitun, R. and Tian, G. G. (2007) “Does Ownership Affect a Firm’s Performance and Default 

Risk in Jordan?”. Corporate Governance 7 (1), 66-82. 


