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. Th ropriate financing mix is an important defcision whi?h influences. gy
Abstract: The app ial institution. Hence, the need to examine the capital structure gy
b e ﬁ{mnf n ba;rks Secondary data was sourced from annual reports of thirtee,,
perforr.nanc.e Of'nge' I?n 201 1. to 2020. Panel least square analysis was used to analyzed the
banks in nge;.za co\l;e’ lsfld The findings showed that debt is a significant determinant of
data obtained [o; k i,fﬁcieiz}.t values of 6.102075 at 5% significance level. .The study furthey
e 'C'O has a positive relationship with performance of Nigerian deposit money,
).evealed. that eLIu’gnt values of 2.097716 at 1% significance level. Thus, t'he study concludes
banks wt{h [Coifﬁc,ure has significant impact on performance of deposz{ money l?anks o
[h.m S r'ltlcmonei banks in Nigeria should try to finance from retazn?d earnings and
Nf en;&Zipzjs’lequiry}ﬁnancing rather than relying heavily on debt capital as debt has
::Lgc;rtive impact on shareholders’ wealth maximization.

f

Keywords: Capital Structure; Financial Performance and Deposit Money Banks.

N

i-:,elg;l:g:) iltit(é::igd in the success of the b'apking sector bgcause banks are concerned with
both solvency and liquidity, and their liabilities are primarily short-term, demand-payable
obligations with little fixed costs and low operating leverage when compared to qther
industries such as manufacturing sector. As a result, both management ar}d fund providers
place a high value on financing, because when the improper mix of finance is used, the bank's
performance and survival will be severely harmed. The banking sector improves the flow of
cash for productive purposes, and the surplus sector is expected to be reimbursed from bank

equity (Al-Mutairi & Naser, 2015). Capital structure is a critical decision for any organization

in the world because of the need to maximize return to various stakeholders and the fact that

such a decision has a substantial impact on a firm's ability to deal with a competitive
environment (Awunyo-Vitor & Badu, 2012).

A company's capitgl structure is made up of the various sources of funds it uses to fund its
operations and capital investments. It discusses the numerous financing methods available to

'ions. Equity sales, retained earnings, bonds, bank
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owned by the

i yit mu:tt(:jc‘kholders‘ When a company issues both debt and equity insbalmatlE:

investors, . ivide the cash flows into two streams: a reasonably safe stream for debt
a more dangerous stream for stock holders.

In Nigeri e .
capit zﬁ f(?r’ Tebg:})ntersnsarl;et is still deVClopl-ng, and debt and equity are not alternate means of
activity (see the Ni er'ianosrtexample, equity trading accounts for over 80% of all market
i Hhie bl fom o oc}l: Exchange Factbook, 2018). Duc to the lack of development
to pay dividends ; In agd'tl'es H2ye bflen forced to rely on internal funds, limiting their ability
igerian bankin .s stem lt;]on, despite regul?tory agency reforms aimed at regulating the
88, continnal rotg'lt c>ilecl' » the sec.tor has continued to have non-correspondent success, such
this ti P ne and fallure. to meet both short- and long-term obligations. During
me, most banks experienced panic runs and flight to safety (Fadare, 2011).

The i i
Tongl\irrlfio(r;)nlcst; grf; dcal;\)llet';lll st:u?ture has attracted several studies such as Vithessonthi and
e el:fe al,, (2018) Yakubu.and Olowe (2019) to examine the effect of
e b fgna ormance of banks using variables such as long term debt while
coniy il nc_lgg.‘ Furtherm.ore, the previous studies also concentrated on
denosit ety inonNs'l ering the ratio of total equity to total assets on performance of
P 1f_ger1a. Derbali (2004) considered bank performance using
e d.pro it after tax, return on assets, and return on investment while
e ' indicators like net interest margin. Against this background, this study
examine the .capltal structure and performance of Nigerian banks by including key
perfonnance metrics such as net interest margin. The next section is a review of the
literature followed by methodology and data presentation and discussion of findings. The
study's conclusion and recommendations are presented in the final part.

2.0 LITERATURE REVIEW

2.1.1 Conceptual Issues on Capital Structure

Capital structure is the combination of various sources of funds both internal and external
used by firms to finance their business operations (Amara, 2014). Companies derive their
capital structure from different stakeholders in the society; this capital structure is usually
found in the statement of financial position (Modugu, 2013). Huang and Vu Thi, (2003) are
of the opinion that a firm has the opportunity to assess funding in three different ways, which
can also be regarded as the sources of capital available to finance their business operations.
Internal equity (retained earnings), external equity (issue new shares), and loan capital are the
three options available to finance organizations’ activities. The capital structure of a
corporation is made up of the above-mentioned methods of supporting corporate activities,

and it also illustrates how the organization is owned.

ture represents the proportional relationship between the rights of the
owners and interests of creditors; it also indicates the relationship between the capital
structure and various sources of funding, as well as their mutual combinations (Zheng, 2014).
The capital structure of a firm refers to how it finances its assets through a combination of
equity and debt (Saad, 2010). When it comes to long-term financing, capital structure is
characterized as a combination of debt and equity. An unlevered firm is one that uses solely
equity, whereas a levered firm is one that uses both stock and debt. Hybrid capital combines

the benefits of both loan and equity.

The capital struc
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to Birru (2016), a company's capital structure relates to how it i

f long-term capital (ordinary shares and reserves 11 financeq yg;

k loans, convertible loan stock, and so on) and sh()rt_’tc Prefgrech shnr

ditors). The capital structure of a corporation is th;m liabilities baes’

he various financial sources in the co,:O;nPf’Sition of i

1998). However, this study conceptualiZede?t.lo“ of tg

consists of the debt and equity used to ﬁnanpc';atlhstr;cture
(4 1rm,

According
combination 0
debentures, ban!
overdrafts and trade cre
Jiability, which is relative to t
obligation (Weston & Brigham,
as firm's financial framework which

2.1.2 Concept of Performance
d efficiency with which a company manages its ‘revcil
¢s for

The effectiveness an
operational, investment, and financing activities is reflected in its high performance (N
ding to Lee (2014), there arc many factors that are expected tisf,'&

ave

Mokhtar, 2004). Accor
effect on financial performance of companies. These include the firm's growth, which sh
be positively related to financial performance, i.c., the higher the rate of growth, the bette:)?}lld

e

financial performance. Internal factors are concerned with a firm's unique characteristi
whereas external factors are concerned with both industry characteristics and macroecono::.s,
issues. Several firms’ specific characteristics have been found to share signific *
relationships with companies’ profitability. ant
and Nini (2002) discovered that larger businesses are more cost and revenue
at larger businesses are more likely to experience improved
Asset (ROA) is a metric that measures how well a business manages
generate profit. Return on equity (ROE) indicates how well a bank
¢ further earnings, calculated after taxes for the fiscal
n equity is the most essential of all financial ratios
(Harelimana, 2017). Earnings per share is regarded as one of the most critical elements
influencing a company's dividend policy. It is computed by dividing a company's profit by
investment (ROI) is a metric that

the number of outstanding ordinary shares. Return on 1
examines the amount of additional profit generated as a result of a particular investment.
Businesses use this formula to assess different investment scenarios to discover which one

will yield the most profit and benefit to the organization.

Cummins
efficient, implying th
performance. Return on
its assets and uses them to
utilised reinvested earnings to generat
year. To bank investors, the return O

o of net interest income to average earning assets of banks
Margin is a valuable tool for measuring the profitability of
vities over time because it includes the interest rate
s well as transaction costs and taxes borne primarily by

Net Interest Margin is the rati
(Hijazeen, 2017). Net Interest
banking investing and lending acti
spread between loans and deposits, a
borrowers and savers.

2.2 Theoretical Review
This study is hinged on Pecking Order theory.

he Pecking Order Theory
‘ ected to issue funds internally, then, at a point, debts, lastly equity, as indicated

sis. They legitimize tl}is by asserting that there are costs related with issuing
e of asymmetric information (Myers, 1984; Myers & Majluf, 1984) or
aton, 20(_)2). As per the pecking order hypothesis, organizations
eyarchlcal way. Internal finance are utilized first, followed by
1cin, I?ue to the issue of asymmetric information between the
‘mirrors the relative cost of available sources of finance
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The pecki : Intern:
gcncrl;lzszg Ord('r. hypothesis suggests that undertakings will initially depend on mtu.nA]
ey Q?GS. like undistributeq income, where there is no existence of information
will i“uqu,‘:) lf\u:thcr funds are required, they will turn to debt, and then, as a last resort, th}cy

.o BIOCK to satisfy any remaining canits i ' ative expenses of the
Various funding et y ng capital requirements. The relative exp

DeMarzo, 2007), S are reflected in the order of preferences (Abor, 2005; Berk &

As per Watson and He
Organizations ought to

ad (2007), the peckin
have a remarkab
Myers' clarifi

g order theory goes against the assumptions that

le blend of debts and equity financing to bring down

estabi _ cation for the dominance pecking order theory is

it SEC&:: é?lfsligzis pk » Which states that business' insiders have more data and

With better pro fitability ?l lr‘l)boﬂ)’, 2010).‘As indicated by the pecking order theory, firms

profitability and dobrs will lean toward  internally financing to debts, suggesting that
y s will have 2 Negative relationship (Chakraborty, 2013; Dang, 2013).

their cost of capital.

2.3 Empirical Review

Vithessonthi i

b ;;(;1:] :cl atlll?nTog]gural (201 ?) and Nenuy et al,, (2018) investigated capital structure and
g the generalized method of moments (GMM), and found that capital

structure had a significant i
Impact on compan i
corporate performance in Vi e i e

etngm were assessed by Le and Bich (2017). The variables for
Ei};\e/idsct:gya V:j/ere hleverage, _busmess characteristics, growth, investment, liquidity, risk,
nd, and cas flow. Using panel data analysis, the study found that capital structure had

a detrimental mpact on company performance.
Ramli et al., (2018
and Malaysia usin
leverage, and inte

) examined capital structure and firm fin
g asset structure, liquidity,

rest rate. Capital structure

ancial performance in Indonesia

structure affects its financial performance.
assets, short-term debt/total assets, long-te
assets, natural log of total assets, and ris
estimation technique, capital structure has

rm debt/total assets, asset growth, total debt/total
k were employed in the study. Using panel data
a major impact on company performance.

Yinusa et al., (2019) evaluated capital structure and firm performance in Nigeria. Total debt
and total equity, return on equity, short-term leverage, size (size), asset tangibility, and age
were all considered in the study. Using a dynamic panel model, the researchers discovered
that capital structure had a considerable impact on firm performance. Yakubu and Olowe
(2019) looked into the capital structure and financial performance of Nigerian firms. The
study used the Ordinary Least Square (OLS) approach, using Return on Equity, Long Term,
Short Term Debt, and Debt Equity as variables. Long-term debt, short-term debt, and debt
equity all had a positive impact on corporate financial performance in Nigeria. Kerim et al.,
(2019) investigated the impact of capital structure on the profitability of Nigerian publicly
traded insurance firms. The study used the OLS multiple regression technique while return on
equity, short-term debt ratio, long-term debt, and premium used as variables. According to
the results of ordinary least square regression, short-term debt has a negative and significant
effect on the profitability of listed insurance firms in Nigeria. Long-term debt also hgg a
significant and positive impact on profitability. Finally, premium growth has a positive
impact on the profitability of Nigerian insurance businesses that are publicly traded.
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However, several studies (such as Vithessonthi and Tongural (2015); Nenu, Vintila 4
Gherghina (2018); Yakubu and Olowe (2019) ex 1e effect ‘?]f capntlal structure op gy,
performance of banks using variables such as long term debt whi C,“Cgrcc“"g short ¢

debt. Furthermore, the previous studies also conccntrulcd on c;]zll)’ _'t"ﬂ“C'"g Withoy,
considering the ratio of total equity t0 total assets 0N performance f(()) mc;:] 2‘? :fog:ykbf‘ﬂks in
Nigeria. ~ Similarly, Derbali (2004) carried out study on pcrformancc indicat?)r:ul:;il

hile I er
performance variables such as profit after tax \\'luluh ncglCC“"f% p he use of key perf
net interest margin. Hence, this study will distinctively employ ; OrMmance

; - i i ome import
indicator such as net interest margin. Finally, this study will consider § portant contro|

variables such as cash and bank age.

amined th

money banks Were investigated in
from the audited annual reports of
h covered the years 2011 to
uated using the panel data

3.0 Methodology o |
The capital structur¢ and performance of Nigerian deposit
this study. The study relicd on secondary data, which came ¥
thirteen publicly traded deposit moncy i a, whic :
2020, The data from the selected banks' financial reports Was eva

- e regression analysis. ' '
?g:;c%:i.kl?u(l;gﬁ;tygr Trust Banky (GTB), Fidelity Bank, First Ba‘nk I];Lg]’( S{?:it::c éBTC
Bank, Ecobank, Wema s of Africa (UBA), Sterling ath, . n Bank,
Unity Bank, First City Monument Bank (FCMB) and Zen{th Bank were th¢ 1_1 deE.n (13)
Jisted banks in Nigeria. The palanced panel data analys1s method was applied 1n this

investigation. 5 ;
o assess Nigeran deposit mone

The model used t
erformance is stated as follows:
ROE=f(SDTA, LDTA, TDTA, TETA, CASH, ) T R
Thus, th model is written in linear form as:
B CASHn+BeBKAGEn .............. (3.2)

ROEir‘—‘Bo+BlsDTAn +B2LDTAit+B3TDTAit+B4TETAit+B5

y banks' capital structure and financial

Econometrically, it can be written thus:
ROEi=Bot BiSDTA. +B2LDTAil+B3TDTAit+B4TETAi!+BSCASHit+BGBKAGEH + Uit (3.3)

Where:

Bo= Constant

ROE= Return on Equity, L
assets, TETA = Total Equity/Total As

Term.
We went ahead to analyse the impact of capital structure on net 1

money Banks. Thus, the model was specified as:
NIM= f(SDTA, LDTA, TDTA, TETA, CASH, BIAGE) 1.u i wissuvnssananmnosnssspnsnns s (3.4)

Thus, the model is written in linear form as:
NIMi=Bo+ BiSDTAit +BzLDTA;z+B3TDTAn+B4TETAn+B5CASHn+BeBKAGEn ........... (3.5

TDA= Long-term debt / Total assets, TDTA= Total debt / Total
sets, CASH= Cash, BKAGE= Bank Age and p= Error

nterest margin of deposit

Econometrically, it can be written thus:

NIMi=Bo+ BiSDTAit +BZLDTAit+B3TDTAit+B4TETAit+BSCASHit+B6BKAGEit + pit....(3.6)

Where:
NIM= Net Interest Margin

While all other terms are as defined in model 1
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Mean W%FS‘T‘TA D TA [TD TA |TETA | CASH | BKAGE |
Median WTMS 0.015083 | 0.050292 | 3381493 | 33.94264 | 0.692076 | 12.77688
Viaimem 122077 T s g.omss 0017073 | 0.197268 | 0.247775 | 0.704244 | 6229305
TR e A57174 | 3.622878 | 1158.81 | 1159.185 | 2.429071 | 597.5041
| Std Dev. | 0.669698 | 134055 (-)0‘09856 20.08993 | -16.0863 | -16.0777 | 0.029534 | -7.21978_
TR EET T 0.t7)26229 0319649 | 114.3352 | 114.3566 | 0.320527 | 54.61428
it a5 T 32774 | 10.95625 | 7.709793 | 7.710019 | 1345729 | 9.897473 |
e | e I s 613.6063 122.8681 | 74.17901 | 74.18787 | 7.992212 | 1043549
Brobebly, 0000 o 16.1978 | 79810.79 | 28510.16 | 28517.01 | 172.8920 | 573225 |
o o506 T B 0.0000 | 0.0000 | 00000 | 0.0000 | 0.0000 | 0.0000 |
S P LIS 1945679 | 6.487658 | 4362.126 | 4378.601 | 89.27783 | 1648.218
i 0255 | 0.088061 | 13.07847 | 167328 | 167301 | 13.8993 | 381788.1 |
e 130 130 130 130 130 130 130 130

Source: Author’s Computation (2021)

T i :
th(; e:sr‘:::ﬁt;hieasfpgggglatengss or otherwise, of the ordinary least square (OLS) estimator,
Tl mes 1mperative. Also, the explgna}tion of the distribution of the
i o ren}; rﬁs amlgurﬁt. Table 4.1 shows _the descriptive statistics for all variables and
ol ,d“;l _1ch spans a s-ample size of 1'30_ob.servations. The huge margins
i e an 1gh est values in a}l of the series }ndlcate that the series' trend has
A y over the research period. The statistical distributions for net interest
argin, ong-?erm debt to total asset, short-term debt to total asset, total debt to total asset,
and total equity to total asset all have positive skewness, indicating that the right tail is
extrerr.le. Return on equity, on the other hand, has a negative skewness, indicating a severe
left tail. All variables are leptokurtic in terms of kurtosis (i.e. evidence of fatter tail than the

normal distribution).

Since none of the variables under consideration satisfy the requirement of normality, they are
found to be non-normally distributed. This is reinforced by the fact that for all of the series,
the Jaque Bera statistics are significant (probability value of the statistics is less than 5%),

indicating that they are not normally distributed.

The series are normally distributed, and the OLS estimator is adequate when the Jarque-Bera
statistical probability value is less than the conventional level of significance (10 percent, 5
percent , or 1 percent ). Otherwise, the series will not be normally distributed, making the
OLS estimator ineffective. The OLS estimator collapsed because the series of all the
variables are not normally distributed. As a result, the pool regression for panel data was
neglected, and the fixed effect and random effect models were used in this study.
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Table 4.2: Correlation Coefficients

—

ROE NIMM STTA LDTA TDTA TETA CASH  BKAGE
ROE 1.0000

NIMM 0,0678 1.0000

STTA | -0.0442 0.1508 1.0000

LDTA 0.0106 0.1252 -0.0086 1.0000

TDTA 0.0492 -0.2819 0.0014 0.0761 1.0000

TETA 0.0494 -0.2809 0.0014 0.0842 1.0000 1.0000

CASH 0.0649 -0.1490 0.1002 -0.0674 0.1107 0.1101 1.0000 0
BEAGE | ~D.0840" <0.0824 -0,1169 -0.0223 -0.0370 ~=0.0373 . 0<058D 1.000

Source: Author’s Computation (2021)

Multicollinearity (interdependence among In
multiple regression models because it ca
regression result unreliable. This study emp
was any multicollinearity. It was reveale
independent variables were less than 0.5. As a resu

uses

dependent variables) is a severe problem in

biased coefficient estimations, making the
loyed a pair-wise correlation test to assess if there
d that correlation coefficients for. all .of the
It, there is absence of multicollinearity.

Table 4.3: Result of Random Effect Models for ROE : j
Dependent Variable: Return on Equity - i
Variable Coef. Std. Err. Z pva
STTA -3.570473 2.191497 -1.63 0.002
LDTA -6.102075 1.925376 -3.17 0.001
TDTA -2.097716 .6582436 -3.18 0.001 1
TETA 2.097716 .6586056 3.19 0.554
CASH 1037504 1752129 0.59 ;
BKAGE -.0003834 0010417 -0.37 0.713
cons -.0384043 1511843 -0.25 0.799
Observation 130
Number of CID 13

Source: Author’s Computation (2021)

Table 4.3 shows the results of the random effect model. The independent variables are short-
term debt to total asset, long-term debt to total asset, total debt to total asset, total equity to
total asset, cash, and bank age, whereas the dependent variable is return on equity. According
to the random effect model's findings, the total equity to asset ratio is positively related with
ROE. Return on equity of deposit money banks increases as a result of increases in total
equity to total asset ratio rises in Nigeria (TETA). Return on equity is inversely related with
short-term debt to total asset, long-term debt to total asset, total debt to total asset, cash, and
bank age. As a result, rises in short-term debt-to-asset ratios, long-term debt-to-total-asset
ratios, total debt-to-total-asset ratios, cash, and bank age tend to reduce deposit money banks'
returns on equity in Nigeria.

~ Furthermore, in the random effect model, the coefficients of long-term debt to total asset,
debt to total asset, and total equity to assets ratio are statistically significant at 1%. This
t long-term debt-to-total-asset, total debt-to-total-asset, and total equity-to-total-
all key determinants of deposit money bank return on equity in Nigeria. To
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f;;]lte:t?gi;_‘:;i i-::; ltongjtcrm debt-to-tgtal.-assct ~ratio. total debt-to-total-asset ratio, and
B ity in Nigerin ; ratio all have a significant impact on deposit money banks’ return
gl t\femgely" ROE decreased by 6.102075 units in the random effect
. s lp nt increase in long term debt to total asset of deposit money banks in

gefia. Similarly, one percent decrease in total debt to total asset brings about 2.097716
units increase in ROE and vice versa.

Table 4.4: Result of Random Effect Models for NIM . e

Dependent Variable: Net Interest Margin - . S

: \
Variable Coe. Std. Err. Z P-Value Sl
STTA 9221944 4.188128 220 0 ’
LDTA 11.83156 3.571559 -3.31 1
TDTA 3.860993 1.221136 3.16
TETA -3.86615 1.221721 3.16
CASH -.3940892 3346174 1.18
BKAGE -.0030202 100205 -1.47

cons -.528792 2579214 2531
Observation 130
Number of CID 13

Source: Author’s Computation (2021)

Table 4.4 shows the model used to investigate the impact of capital structure on net interest
margin in Nigerian deposit money banks. Net Interest Margin (NIM) is the model's
dependent variable. The independent variables include short-term debt to total total asset,
long-term debt to total asset, total debt to total asset, total equity to total asset, cash, and bank
age. according to the results of the random effect model NIM is positively related to short
term debt to asset, long term debt to asset, and total debt to asset. That is, when the ratios of
short-term debt to asset, long-term debt to total asset, and total debt to total asset increased,
the Net Interest Margin of Nigerian deposit money banks rises, but total equity to asset, cash,
and bank age were inversely related to NIM. As a result, as the ratio of total equity to total
asset, cash, and bank age rises, the net interest margins of deposit money banks in Nigeria

tend to reduce.

Furthermore, the coefficients of short term debt to asset, long term debt to total asset, total
debt to total asset, and total equity to asset are statistically significant at 5% and 1%,
respectively, in the random effect model. This means that short-term debt to total asset, long-
term debt to total asset, total debt to total asset, and total equity to total asset are all major
determinants of NIM in Nigerian deposit money banks. In other words, the ratios of short-
term debt to total asset, long-term debt to total asset, total debt to total asset, total equity to
total asset, cash, and bank age all impact on net interest margin of deposit money banks in
Nigeria. Averagely, NIM increased by 9.221944 units in the random effect model due to a
percent increase in short term debt to total asset of deposit money banks in Nigeria. Similarly,
one percent increase in long term debt to total asset brings about 11.83156 units increase in
NIM. In addition, one percent increase in total debt debt to total asset brings about 3.860993

units increase in NIM and vice versa.
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Table 4.5: Test results 7 ISR
[ TEST | Result of Breusch-Pagan Lagrange Hausman tes
Multiplier (LM) Test T ehi-Statistics | P-value _
MODEL Fit-Statistics P-value
ROE 198.70

NIM 128.60
Source: Author’s Computation (2021)
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grange

heteroske : : .
gs of BP tests, which are consistent in

the statistical evidence suggests
¢ most suited technique for the

Interpretation of Result of Breusch-Pagan La
The BP test has a drawback because it assumes 1
independent variables. Table 4.5 shows thf: .ﬁndm :
rejecting the null hypothesis of homoskedasticity. As a resu t,h
that panel data regression with fixed and random effects 1s t

models.

st :
dels exhibit good fit, the Hausman test is used to

When both fixed and random effects mo ' S

examine and determine which model is best. The Hausman test's null h}ép;)tlg:és t;fe tg?: :

random effect model is better or more consistent than a fixed effect model. e
the random effect model. The

i 11 hypothesis is rejected; otherwise, use n effe
Sspmtiltan i;]l the Hausman test findings provided in table 4.5 are

i- isti ROE and NIM _
e sl i lues of 0.21 and 0.37. Because the P-value is greater

tively, with P-va
il o g | hypothesis is not rejected, and the result of the random

bout the relationship and impact of the

Interpretation of Result of Hausman Te

than 5% level of significance, the nul '
effect model supersedes empirical assumptions a
independent variables in both models.

4.2 Discussion of Findings -
eturn on equity in Nigerian DMBs have a

Short-term debt, long-term debt, total debt, and r ur . n Ni ave
negative relationship, whereas total equity has a positive relationship with return on equity in
DMBs, which is consistent to the findings of Le and Bich (2017) and Ramli, Latan, and

Solovida (2017). (2018). As a result, the null hypothesis, that capital structure has no effect
on banks' return on equity in Nigeria, should be rejected. This study is consistent with
pecking order theory that assumes that profitability and debts have a negative relationship.

Finally, the study found that short-term debt, long-term debt, and total debt have a significant
but favorable impact on Nigerian deposit money banks' net interest margins, which is

consistent with Yakubu and Olowe (2019).

5 CONCLUSION AND RECOMMENDATIONS
The study concluded, based on its empirical findings, that capital structure has an impact on

deposit money banks' financial performance in Nigeria. Long-term debt and equity were
found to have a considerable impact on deposit money bank performance in Nigeria.
Therefore, deposit money banks in Nigeria should aim to fund their operations using retained
earnings and other kinds of equity financing rather than relying primarily on debt capital, as
debt capital has a detrimental influence on shareholders' wealth maximization.




