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Abstract

This study analyzed the effect of bank size on financial performance of deposit money banks in Nigeria. The study
employed data from 42 deposit money banks for ten years from 2014 to 2024 Panel data regression model was used
to analyze data. The study results to established a negative effect of bank size on the performance of deposit money
banks’ financial performance and net interest margin (NIM) and return on assets (ROA) with the results indicating a
correlation coefficient of 0.1699 and 0.218, respectively. However, an absence of effect was established when return
on equity (ROE) was used as a measure of financial performance. The study finding recommends that banks’
management and other policy makers should consider the effect of bank size while devising financial performance
policies to ensure optimal level of banks. Effect Bank size aimed at improving banks’ financial performance. In
addition, bankers’ associations should come up with policies to standardize asset quality management practices to
ensure continuous positive performance of the banking sector. The study shows the contribution and applicability of
the theory of production in the banking sector.
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1. Introduction macro-factors relate to external environment hence are

Economic development of a country is anchored on the
strength of its financial system. The Money Deposit
Banking (MDB) sector is one of the core components of
the financial system in every country across the globe.
As recorded in Mutunga and Owino (2017) the ultimate
goal of every firm is to maximize the wealth of
shareholders. Firm’s financial performance is one of the
key components that help in maximizing shareholder’s
wealth. Money Deposit Banks are firms that offer
financial services in the economy (Esechie, 2025).
Hence, their performance is vital not only in helping
maximizing wealth of equity owners but also in
economic development. Determinants of banks’
financial performance are among the most important
research considerations of financial management since
the evolution of the early banks (Adediran et al., 2025).
These determinants fall under two categories, that is,
micro-factors and macro-factors. On the other hand,

known to positively or negatively affect banks financial
performance. In addition, Esechie (2025) found that in
the context of the prevailing economic and financial
challenges facing banks, it is of special interest also to
analyze the importance of bank size as a micro factor due
to its habitual association with systemic risk which
influences the level of bank’s capital, management
operational costs and bank’s liquidity. The size of a
Deposit Money Bank, whether measured by total assets,
customer deposits, or other metrics, becomes a crucial
variable in shaping the impact of these challenges on
financial performance. Even though banks in Nigeria
have a generally positive overall financial performance,
a handful still has reported losses (Bako et al., 2025).
Against this background, the study intends to examine
the effect of bank size on the performance of Deposits
Money Banks in Nigeria.
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The frequencies of the financial crisis over recent times
have generated unsatisfied curiosity in the banking
systems. This equally has heightened the policymakers’
tension as to whether the size of a bank actually matters
in relation to the profitability of banks. According to
Vousinas (2021), the capacity to sustain profits over time
remain the first bank’s line of defense as it absorbs
unexpected losses, strengthens banks capital base and in
addition, used to improve future performance through re-
investment of the retained earnings. In contrast, a loss-
making bank depletes its capital base and weakens
financial performance, which in turn, puts equity and
debt holders at risk. The profitability indicator, Return
on Assets (ROA) often show how profitable a firm
compared with the peers. Banking industry has
continued operating in an environment of significant
stress with bank stocks underperforming their domestic
markets and other non-bank financial firms (Matlhaku,
& Ferreira-Schenk, 2025). The effectiveness of policy
interventions to cushion the banks sustainability has
been mixed in different economies. Notably though, a
common observation is that the banking sector has been
declining in most global economies. The World Bank
(2020) reports that the growth rate of assets of the top
1000 banks has remained at 2.7 percent compared to the
double digit growth rates witnessed during the before the
crisis. Profits have also significantly dipped as the banks
adopt a more conservative approach to investment

In Nigeria, the banking sector has witnessed significant
growth in recent years, with money deposit banks
playing a critical role in the country's economic
development. However, the financial soundness and
financial performance of money deposit banks in Nigeria
has been a topic of concern due to the impact of various
factors such as regulation, competition, and bank size.
The Nigeria’s banking sector has made strides towards
guaranteeing that they perform better financially. This
has been seen through the adoption of the International
monetary coverage Standards-9 (IFRS-9) in July 2014,
whose major aim was to boost monetary integrity within
the banking sector (Babatunde, 2022). Similarly, in
Nigeria, evidence shows major disparities in banks’
performance in the three categories as categorized by the
Central Bank of Nigeria (CBN, 2018).

The broad aim of the study is to examine the effect of
bank size on financial performance of Deposit Money
Banks (MDBs) in Nigeria. The specific objectives are to;

I. Examine the effect of total asset on financial
performance of Deposit Money Banks in Nigeria

ii. Examine the effect of total equity on financial
performance of Deposit Money Banks in Nigeria

iii. Examine the effect of total customer deposit on
financial performance of Deposit Money Banks in
Nigeria

iv. Examine the effect of total number of employees on
financial performance of Deposit Money Banks in
Nigeria

In order to achieve the above objectives, the following
research hypotheses are formulated and presented in null
form:

i. Ho: Total asset has no significant effect on financial
performance of Deposit Money Banks in Nigeria

ii. Ho: Total equity has no significant effect on financial
performance of Deposit Money Banks in Nigeria

iii. Ho: Total customer deposit has no significant effect
on financial performance of Deposit Money Banks in
Nigeria

iv. Ho: Total number of employees has no significant
effect on financial performance of Deposit Money
Banks in Nigeria

2. Concept of Bank Size and Bank Performance

Banking sector is key to trade, commerce and global
economic growth (Asghar et al., 2024). The banking
industry is a critical financial entity and is essential in
capital accumulation, mobilization of savings, availing
credit funds to individual and industry financing (Jacob
etal., 2019). To the economy, the banking sector remains
a critical sector. It supports the financial system of the
economy contributing immensely to the socioeconomic
growth of a country (Challoumis & Eriotis, 2024).
Nonetheless, performance of the global banking sector
continues to decline with lower tier banks affected the
most. The operational sustainability of banks revolves
around capital strength and mobilization that varies
across banks depending on bank sizes (karuki, 2023).
Banks are regarded as one of the most essential financial
institutions as they invest investors’ deposits to make
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profit. This profit is determined as the difference
between the interest paid to depositors and the interest
paid to borrowers. Banks also provide their clients with
other financial services such as credit services, cheque
cashing, issuing letters of credit and letters of guarantee,
safety deposit boxes, portfolio management, foreign
currency exchange services, trading of commercial
papers, bank acceptance, and underwriting of financial
instruments (Bendi & D'Agnolo, 2008: Austin, 2025).
Banks play crucial roles in enhancing overall economic
activities, including mediation and financial operations
that are necessary for a country's economic progress. The
banking sector has a considerable impact on economic
movements in all countries (Monnin & Jokipii, 2010:
Austin, 2025).

Therefore, bank size is a significant determinant of a
bank's capabilities, resources, and market reach. Larger
banks possess greater financial strength, broader
customer bases, and expanded service offerings. These
advantages can potentially translate into improved
profitability (Austin, 2025). The size of a bank can be
divided into two categories: vertical and horizontal on
the supply of a product or service across multiple
entities. As a result, there is a continuous argument about
the ideal bank size, management complexity, and
exposures associated with activity ranges. Larger banks
are becoming increasingly involved in market operations
other than traditional lending, which has recently risen
and grown dramatically. This shift in activity paradigm
in the developed world has necessitated restrictions to
decrease bank size vulnerability (Vinals et al., 2013:
Austin, 2025).

However, the recapitalization exercise forced many
banks into a series of mergers and acquisitions. After
2005, only 25 banks emerged as commercial banks in the
country. Besides, the recapitalization exercise produced
the emergence of large banks in terms of asset base as
well as wider coverage. The banking sector’s financial
performance is a key driver of a nation’s economic
development. Metrics like return on equity, return on
assets and other ratios generated from financial
statements are used to evaluate it (Adam, 2018: Austin,
2025). For more than two decades, the Nigerian
banking sector has undergone notable fundamental
changes in a bid to reposition the sector as the hub of

economic development in the country. Before2005, there
were more than 89 banks in the country that were highly
undercapitalized, distressed and grossly inefficient with
a high percentage of nonperforming loans. In 2005, the
Central Bank of Nigeria mandated all the commercial
banks to increase their minimum capital base from N2
billion to N25 billion. One major objective of this
exercise was to make the banking sector highly
capitalized, stronger and more cost efficient (Austin,
2025). However, the size of a bank presents challenges
that need to be carefully considered. Understanding the
relationship between bank size and performance is
crucial for policymakers, regulators, and banking
institutions alike. It helps shape effective strategies,
decision-making processes, and regulatory frameworks
that foster a stable and prosperous banking sector
(Austin, 2025).

Resourced-Based Theory

According to the resource-based theory, organizations
that have strategic resources have a competitive
advantage over other organizations (Barney, 1991).
Hence, strategic resources are characterized by certain
attributes which include the possession of key or
important  resources that could improve an
organization’s effectiveness, while repelling threats to
the growth of the organization. It also includes resources
that cannot be imitated by their competitors which are
referred to as non-substitutable resources or limited
resources (Akinola, 2022). The resource-based theory
assumes that commercial banks have one objective;
maximizing wealth and by extension, profit maximizers.
More than often, banks use owned, controlled, available
resources to offer and gain competitive advantage
through expansion into related business activities, which
use similar resources. The theory puts more emphasis on
the bank’s effectiveness in utilizing resources in order to
yield higher financial performance (Barney & Peteraf,
2003). The resource-based theory links merger and
acquisition as a strategy of applying bank’s unemployed
resources such as capital, skills, technology, innovative
products and services in profitable, but related activities,
which use similar resources.

These related banking activities include engagement in
bancassurance, foreign exchange trading, investments
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and other off-balance sheet activities. These expands the
scale and scope of commercial banks, both vertically and
horizontally, with the ultimate goal of improving
financial performance (Wernerfelt, 1984). Due to the
economies of scale, commercial banks could be able to
provide quality products/services at lower input cost
using its unemployed, owned and controlled resources,
while charging higher prices (Barney& Peteraf, 2003).
This exploitation of potential synergies expected from
banks related activities, resources and competencies can
lead to a sustainable competitive advantage and
therefore, a superior profit. This theory seems more
promising and intuitively appealing, yet undeveloped in
the context of bank and financial performance (Abdulai
& Umar, 2022).

However, the criticism of this theory is that, it only lays
emphasis on the competitive advantage of an
organization rather than the going concern of the
organization (Kachumbo, 2020: Akinola, 2022).
However, the relevance of this theory is that bank
characteristics are resources used by banks to achieve
their financial and non-financial objectives. For instance,
a bank with the largest customer base will have a
competitive advantage over its contemporaries (Akinola,
2022).

Empirical Review

Scholars have conducted many empirical studies to
determine the effects of deposit rate, lending rate, LDR,
and bank size on the performance of money deposit
banks because these variables form the crux of the
financial intermediation function of the banks. For
instance, the size of a bank influences its market share.
Large banks holding a large proportion of total assets
command a large market share that results to high
profitability (Anila, 2015). Ali & Puah (2019) indicated
that bank size had statistically significant impact on
profitability and stability of Pakistan money deposit
banks. This finding was supported by the finding of
Jonathan and Xuan (2019) in Vietnam who established
that bank size had a significant positive impact on
profitability. Wasiuzzaman and Nair (2013) in their
comparative study between Islamic and conventional
banks’ performance in Malaysia established that bank
size is a key determinant of financial performance in

both Islamic and conventional banks. This finding was
also confirmed by Awoand Akotey(2019) in Ghana who
observed a statistically significant effect of bank size on
financial performance. Several indicators for measuring
bank size were highlighted by Schildbach (2017). These
indicators are bank’s current value which is indicated by
market capitalization, total assets which measures the
nominal volume of a bank, ratio of equity capital to book
value and total revenue or turnover.

In addition, Schildbach (2017) highlighted that risk
weighted assets, total income and the number of
customers are other indicators of measuring bank size
but not useful since they provide an incomplete view of
the bank size. However, bank size in the current study
was measured as banks’ asset size. This was informed by
prior studies that used total assets as a proxy for
measuring bank size. Specifically, natural logarithm of
total assets was used as a measure for bank size (AL-
Omar & AL-Mutairi, 2008; Bougatef, 2017; Chowdhury
& Rasid, 2017; Singh & Sharma, 2016). Gaging the size
of a bank is vital for both potential investors and
regulators. Banks that enjoy large market share are those
with high level of assets hence are able to offer more
financial services to clients at minimal cost (Hassan &
Charif, 2011). Medley (2016) observed that increasing
bank size impacts positively on the bank’s financial
performance through increased profits. Further, Medley
(2016) showed that banks, especially the small sized
banks, need to grow for them to be successful, since
increasing bank size allows it to enjoy the economies of
scale. The period after the global financial crisis of 2008
was characterized by many challenges that affected the
world economy and money deposit banks’ profitability
across the globe. Emma (2015) noted that the British five
largest banking groups performed poorly 6 years after
the 2008 financial crisis which resulted to a decline in
shareholders’ value as a result of declining ROE. On the
contrary, Laeven et al. (2015) noted that at the center of
the global financial crisis were large banks that
controlled substantial amount of market share and that
the size of these banks continues to increase leaving
behind small and medium sized banks struggling as a
result of increased cost of operations that results to poor
financial performance. In sub-Saharan Africa, banks of
all sizes continue to face challenges ranging from poor
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capital composition, management inefficiency and
increased non-performing assets among others that had
adversely affected their operations.

The challenges in some extent had been associated with
the level of total assets failure to support optimal
operations and banks’ financial soundness decisions. As
a result, banks witnessed poor financial performance
resulting to an increase in mergers and acquisitions
(BMI, 2018). This gives rise to many questions relating
to banks’ financial soundness and bank size: Was bank
size responsible for level of banks’ capital? Was liquidity
influenced by bank size? Did bank size influence the
level of banks’ asset quality? Was earning quality and
management efficiency of the banks influenced by the
size of the bank? The hypothesis of study was therefore
informed by these questions which demonstrated the
need not to establish the direct relationship between bank
size and bank’s financial performance, rather establish
the effect of bank size on the relationship between
financial soundness and financial performance.

Table 1 Variables Measurement and Source

3. Methodology

3.1 Data and source

The study utilized secondary data obtained from CBN
Statistical bulletin. The data covered the key variables
of the study and their measurement for the period 2005
to 2025. These includes; Total Asset (TA) measured as
gross value of everything the bank owns before
accounting for any liabilities or provisions in billion
Naira; Total Equity (TE) measured as the difference
between total asset and total liability in billion Naira,
Total Customer Deposit (CD) measured as the total sum
of money deposited by customers into various bank
account in billion Naira; Total Number of Employees
(NE) measured as total number of bank full-time
permanent staff; Return on Asset (ROA) measured as
ratio of Net Income to Average Total Asset in billion
Naira; and Return on Equity (ROE) measured as the ratio
of Net Income to shareholders’ equity as shown in table
1.

Variables | Measurement Source

TA Gross value of bank asset CBN Statistical Bulletin
TE Value left after subtracting liability from total asset CBN Statistical Bulletin
CD Total sum of customer deposit CBN Statistical Bulletin
N E Total number of full-time staff CBN Statistical Bulletin
ROA Net Income Divide by Average Total Asset CBN Statistical Bulletin
ROE Net Income Divide by Shareholders’ Equity CBN Statistical Bulletin

Source: Researcher’s Computation (2025)

3.2 Model Specification

To examine the effect of bank size proxied as; total asset,
total equity, total customer deposit, and total number of
employees on financial soundness and financial
performance proxied as return on asset, equation 3.1 is
specified.

ROAi = 0o+ a1 TAi + a2 TEi + azCDi+ auNE;i + 1. (1)

Where ROA represents Return on Asset, TA represents
Total Asset, TE represents Total Equity, CD represents
Total Customer Deposit, NE represents Total Number of
Employee, ao represents intercept, o..- o4 represents slope
coefficients, and W represents error term.

Also, to examine the effect of bank size proxied as; total
asset, total equity, total customer deposit, and total
number of employees on financial soundness and
financial performance proxied as return on equity,
equation 2 is specified

ROEi = oo + a1 TAi + 02 TEi + 03CDi + auNE; + Wi ...(2)

Where ROA represents Return on Asset, TA represents
Total Asset, TE represents Total Equity, CD represents
Total Customer Deposit, NE represents Total Number of
Employee, ao represents intercept, o1- o4 represents slope
coefficients, and W represents error term.

216


hp
Typewritten text
216


POLAC MANAGEMENT REVIEW (PMR)/Vol. 5, No. 2 OCTOBER, 2025/, ONLINE ISSN: 2756-4428; PRINT ISSN: 2814-0842; www.pemsj.com

3.3 Estimation Techniques

In order to obtain a standard and reliable result, the study
conducts stationarity test using Augmented Dicky Fuller
(ADF) approach. This is necessary because most time
series variables may not be stationary at level and using
non stationary variables to estimate a model may yield
spurious result (Granger & Newbold, 1974). Therefore,
the study employed Augmented Dickey Fuller (ADF)
unit root test. The ADF unit root test can be can be
specified as shown in equation

Ay = +t+ gyt Ayemi+ & ..., (3)

Where A is first difference operator, is intercept or
constant, is a trend coefficient, t is trend term, p is a lag
order of the autoregressive process, and €& is the error
term

In order to estimate the result, the study employed panel
regression analysis. The panel regression analysis
involved three different stages such as; pooled paned,
fixed effect, and random effect. The pooled panel
regression model is specified in equation

yit: + Xin + Xip + ... + Xik + I.lit.,i: 1,2,...N;t=1, 2,

Diagnostic Test

To ensure the reliability and validate of the result, the
study conducted several diagnostic test such as;
hypothesis testing, coefficient of determination (R?) and
adjusted, autocorrelation test, test for the overall model
fitness, multicollinearity test, normality test, and
homoscedasticity test.

i Hypothesis Testing
In multiple linear regression analysis, t-test is used to
check the existence of statistically significant
relationship between the dependent and individual
independent variable at a given significance level ().
The formula for calculating the t-test is given by:

t=— 5
Se(Bi) ©)
Where t represents t-statistics, [ represents the

coefficient of independent variable, Se represents
standard error of the coefficient of independent variable.

The null and alternative hypotheses for the multiple
linear regression model can be stated as:

Ho: There is no significant relationship between
dependent and independent variable

Hi: There is significant relationship between dependent
and independent variable

ii. Coefficient of Determination (R? and
Adjusted

In simple linear regression, R? is us to measure the
proportion of variance in the dependent variable
explained by the independent variables. In other words,
it measures how well the model fits the data. The
coefficient of determination is calculated as:

R2=1-=1-
iii. Autocorrelation Test

The study will conduct autocorrelation test using
Durbin-Watson statistics to check whether the residuals
of the model are independently distributed. The Durbin
Watson (DW) statistic is a test for the presence of
autocorrelation in the residuals with a range of value
from 0 and 4.The formula for Durbin-Watson statistics
can be specified as:

DW =5(e_t-e_(t-1))%/ye t>.......... @)
4, Results and Discussion

The variation in totals assets indicates that deposit
money banks’ assets varied during the period 2014 to
2024 and this variation could be associated with banking
activities that affected the level of banks’ capital which
is key component in banks’ assets. In addition, the
minimum and the maximum values show that deposit
money banks differed in terms of total assets.

4.1 Diagnostic test

Several tests were employed on data collected to ensure
non-violation of the assumptions of the regression model
to avoid obtaining inefficient, biased and inconsistent
estimates (Brooks, 2008). Levin Lin Chu test was used
to test for stationary.
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Table 2. Descriptive statistics

Variables Mean Std. dev Min Max
Total asset(billion) 126 329 0.139 3030
Net interest margin (NIM) 0.068 0.237 0.0014 4.72
Earnings per share (EPS) 37.7 102.6 -85.8 727.2
Return on assets (ROA) 0.018 0.077 -0.244 1.42
Return on equity (ROE) 0.409 0.158 -0.948 1154

Source: Survey 2025

The results found absence of unit roots, hence data were
stationary. Breuch-Pagan test results found that the data
were not homoscedastic; hence to account for the
presence of heteroskedasticity, robust standard errors
were used. Shapiro-Wilk test results indicated that data
were not normally distributed, hence solving for non-
normality problems, log transformation was applied to
normalize the sample data.

3.2 Results of model estimation

Empirical results of the estimates for the models applied
are presented for each of the outcome variables used as

a measure of financial performance. The interaction
results show t statistics of 0.36, 3.92, 2.29, 1.71 and 1.23
for the interaction of bank size and capital adequacy,
asset quality, management efficiency, earning quality
and liquidity with their corresponding p-values as 0.723,
0.000, 0.028, 0.095 and 0.228, respectively. The results
indicated a statistically significant interaction effect of
bank size and both asset quality and management
efficiency. However, bank size had an in significant
interaction effect with capital adequacy, earning quality
and liquidity.

Table 3. Model Summary/Regression Model statistics:

Dependent variable NIM log

Fixed effects regression model statistics

R square overall 0.8323
F statistics 153.32
Correlation -0.2180
P-value 0.000
Model Coef Std. err. T p-value
TA>BS -0.0132 0.023 -0.56 0.577
NIM>BS -0.0555 0.010 -5.72 0.000
EPS>BS 0.0194 0.003 5.61 0.000
ROA>BS -0.0064 0.003 -2.24 0.031
ROE>BS 0.0132 0.0091 0.410 0.166

Source: Survey 2025

This implied that bank size moderates on the relationship
between asset quality and NIM and on the relationship
between management efficiency and NIM. On the
contrary, the results implied that bank size did not have
a moderating effect on the relationship between capital
adequacy, earning quality, liquidity and NIM,
respectively. Moderation effect of bank size on the

relationship between financial soundness and ROA. The
model’s statistics in indicates that the model for
estimation was significant at F statistic of 153.32. The
results show that 83.23% of variation in ROA was as a
result of the interaction between bank size and banks’
financial soundness.
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The overall significance and the goodness of fit of the mode

Table 4. Coefficients/Regression Model statistics:
Dependent variable: ROA log

Fixed effects regression model statistics

R square overall 0.4229
F statistics 252.74
Correlation -0.1699
P-value 0.000
Model Coef. Std. err. t-statistics p-value
TA>BS 0.069 0.194 0.36 0.723
NIM>BS -0.231 0.059 -3.92 0.000
EPS>BS 0.116 0.051 2.29 0.028
ROA>BS 0.040 0.023 1.71 0.095
ROE>BS 0.190 0.155 1.23 0.228

Source: Survey 2025

Indicates a correlation coefficient of 0.218 indicating a
weak negative relationship between interaction of bank
size and banks’ financial soundness and ROA. This
implied that a percentage increase in the interaction
between bank size and banks’ financial soundness would
lead to a decrease in ROA by 21.8%.

Robustness check

Robustness check was done on three outcome variables
due to the significance of their estimation models.
Robustness check was done through pooled OLS
statistics for the three outcome variables random effects
for NIM and ROA and fixed effects for ROE. The results
are presented

Table 5. Model Summary/Regression Model statistics:

Fixed effect regression model statistics

R square overall 0.1707
Chi square 75.08
Correlation 0
P-value 0.0000
Coef Std.err A P>z
TA>BS 0.3857 0.307 1.26 0.209
NIM>BS -0.1541 0.087 -1.76 0.078
EPS>BS -0.0804 0.064 -1.25 0.211
ROA>BS 0.0439 0.036 1.20 0.229
ROE>BS -0.1435 0.135 -1.07 0.286

Source: Survey 2025

Interaction of bank size with banks’ financial soundness
was negatively related to NIM and ROA. The study
concluded that the interaction of bank size and banks’
financial soundness has a negative moderating effect on
the relationship between banks’ financial soundness and

financial performance as measured by NIM and ROA,
respectively. In line with this finding, decision on
CAMEL variables, that is, capital adequacy, asset
quality, management efficiency, earning quality and
liquidity by banks’ management should factor in the size

219


hp
Typewritten text
219


POLAC MANAGEMENT REVIEW (PMR)/Vol. 5, No. 2 OCTOBER, 2025/, ONLINE ISSN: 2756-4428; PRINT ISSN: 2814-0842; www.pemsj.com

of the bank in terms of its total assets. The size of a bank

may be measured in its total assets compared to other

banks. This shows the level at which the bank may

compete with others. Composition of bank’s financial
Table 6. Random effects

soundness therefore require managements understanding
on the position the bank stands in terms of total assets
compared to others banks.

Pooled OLS Random effects

NIM ROA ROE NIM ROA ROE
TA>BS -0.2397 -0.0112 0.3857** 0.0806 -0.0116 0.4812
NIM>BS -0.2346**  -0.0524**  -0.1541**  -0.2057**  -0.0538** -0.1864
EPS>BS 0.1524** 0.0169** -0.0804**  0.1210 0.0182** -0.1149
ROA>BS 0.0274 -0.0086**  0.0439** 0.0263 -0.0074**  0.0606
ROE>BS 0.1122 -0.0001 -0.1435%*  0.1767 0.0073 -0.2843
F test 36.10** 207.38** 7.80** 34.47**
2 test 1567.3** 821.3**
p-value 0.000 0.000 0.000 0.000 0.000 0.000
R square 0.5123 0.8455 0.1707 0.4575 0.8414 0.0992

Source: Survey 2025

Robustness check model results: significance at 5% is
indicated as** significance at 5% level, NIM, ROA and
ROE indicators of banks financial performance

Model choice: Note(s): The Breusch and Pagan
Lagrangian multiplier test indicated that the preferred
model was random effects (p-values < 0.05). The study
relied on fixed effects model for estimation of NIM and
ROA (p-values > 0.05) and random effects for estimation
of EPS and ROE (p-values < 0.05).

Interaction of banks size and banks’ capital, management
efficiency, earning quality and liquidity negatively
related with NIM. However, interaction of banks size
and asset quality positively related to NIM. In addition,
interaction of bank size and banks’ capital, asset quality
and earning quality positively related to ROA. However,
interaction of bank size with management efficiency and
liquidity negatively related with ROA. Considering the
negative effect of interaction on NIM and ROA,
respectively, banks’ management require effective
policies to ensure banks’ performance is not eroded
while considering increase in banks’ total assets.

5. Conclusion and Recommendations

The study examined the effect of bank size on the
financial performance of deposit money banks in Nigeria
using key performance indicators such as return on
equity, net interest margin, earnings per share, and return
on assets. Findings revealed that bank size does not have
a significant effect on these performance indicators,
suggesting that larger banks do not necessarily
outperform smaller ones in terms of profitability or
efficiency. This indicates that other factors beyond size,
such as management efficiency, asset quality, and
operational strategies, may play more critical roles in
driving financial performance. The study concludes that
bank managers and policymakers should emphasize
strengthening internal capabilities and adopting
innovative strategies rather than focusing solely on
expanding bank size.

Based on the findings, it is recommended that deposit
money banks in Nigeria should prioritize improving
operational efficiency, asset quality, and strategic
management practices rather than concentrating solely
on expansion of size. Bank managers should focus on
adopting innovative technologies, enhancing customer
service delivery, and diversifying income streams to
boost profitability and competitiveness. Furthermore,
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regulatory authorities should create policies that
encourage efficiency, innovation, and prudent risk
management across banks of all sizes. By doing so, both
large and small banks can strengthen their financial
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