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Abstract  

The study examined the implications of fraud on the performance of deposit money banks in 

Nigeria for the period of 2005 to 2020. The study utilized secondary data on profitability ratio 

of deposit money banks as proxy for the performance of deposit money banks being the 

dependent variable while % of Cheque Fraud, % of Fraudulent Invoices and Payments, % of 

Fraudulent Loans and % of Money Laundering were the independent variables sourced from 

Statistical Fact Database of Deposit Money Banks in Nigeria. The study used Ordinary Least 

Square (OLS) Multiple Regression as its method of data analysis. The study based on the 

regression results revealed that % of Cheque Fraud rate has negative implication on the 

performance of deposit money banks in Nigeria within the study period. The regression results 

also revealed that % of Fraudulent Invoices and Payments and fraudulent loans also had 

negative implication on the performance of deposit money banks in Nigeria within the study 

period. Finally, the study based on the regression results revealed that % of Money Laundering 

had negative implication on the performance of deposit money banks in Nigeria within the 

study period.  Based on the findings, the study recommended that Deposit money banks in 

Nigeria should put in place fraud detection mechanisms in order to reduce the cheque fraud so 

as to enhance the profitability performance of deposit money banks in Nigeria. Deposit money 

banks should set up an efficient, reliable and working fraud detection department to oversee all 

the transactions that are considered prone to fraud to minimize fraudulent invoices and 

payments in order to enhance their performance. Finally, government should embark on tactical 

monetary policies to control the amount of money laundering so as to enhance the performance 

of deposit money banks in Nigeria. 
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INTRODUCTION 

Fraud is a global phenomenon that has been 

in existence for long and it increases every 

day by day. Fraud is a deliberate act that 

causes a business or economy to suffer 

damages, often in the form of monetary 

losses. Fraud is rampant in both developed 

and developing countries and as well varies 

across places in its magnitude, its sources, 

the way it manifests itself and in its effects 

on administrative performance and 

development.  

Fraud according to Adeniji (2014) and 

ICAN (2016) is an intentional act by one or 

more individuals among management, 

employees or third parties which results in 

a misrepresentation of financial statement. 

Olufidipe (2019) viewed fraud as “Deceit or 

trickery deliberately practiced in other to 

gain some advantage dishonesty.’’ Egwu 
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(2019) submitted that fraud is the crime of 

cheating somebody in order to get money or 

goods illegally. Alashi, (2018) opined that 

fraud means an act of dishonesty, deceit and 

imposture. Bank Fraud is the use of 

deliberate misrepresentation (which usually 

requires some technical expertise) in order 

to fraudulently obtain money or other assets 

from a bank (WiseGeek, 2013). The fear in 

the banking business is that if clients choose 

one bank over another based on the bank's 

security track record, or lack thereof, it will 

have an influence on gaining a new banking 

customer. (Aliyu, Tasmin & Takala, 2012).  

Because of the huge sums of money 

involved and the negative effects on the 

economy, the high occurrence of fraud 

within the banking industry has become an 

issue for which a solution must be found. 

(Fadipe-Joseph & Titiloye, 2012). Frauds in 

the Nigerian banking system are carried out 

through four channels: mobile banking, 

point of sale terminals, automated teller 

machines, and the internet. Financial 

performance can be measured using various 

proxies such as return on assets, return on 

equity, profit before or after tax, net income 

margin, and so on to determine how far and 

how effectively a bank has improved in 

terms of profitability as a result of its 

service delivery. etc. (Gitau & Samson, 

2016). 

Nigeria's financial reforms have resulted in 

various methods to promote financial 

intermediation and the mobilization of 

savings for investment, both of which are 

beneficial to the country's economic growth 

and development. (Egwu, 2012). These 

changes aim to take proactive steps to 

enhance the market mechanism, eliminate 

systemic and financial crises, ensure a more 

liberal financial system, and reduce fraud. 

Fraud in the banking industry is a global 

phenomenon, and it has grown at an 

astonishing rate in the Nigerian economy. 

The worry now is that the rising rate of 

fraud in financial institutions, if not 

addressed, would pose serious threats to the 

stability and survivability of individual 

financial institutions, as well as the 

industry's overall performance, and that no 

sector of the economy is immune to 

fraudsters. (Nwankwo, 2005). 

In recent years, the recurrence of bank fraud 

has posed a serious concern to the viability 

and existence of banks and the financial 

industry as a whole. (Ikpefan, 2016). Many 

of Nigeria's failing banks have suffered 

greatly as a result of fraud and fraudulent 

activity. (Ilaboya, 2017). Despite countless 

banking reforms, regulatory monitoring 

team by various banking regulatory 

agencies, and internal control mechanisms, 

fraud till continues to persist in banks. The 

Nigerian Deposit Insurance Corporation 

NDIC (2017 Deposit Money Banks 

(DMBs) were found to have a higher 

percentage of fraud and fraudulent activities 

than other banking institutions, according to 

research. The costs of dealing with the fraud 

threat consume a huge amount of bank 

resources and impose additional costs on 

the banks.  

The caliber of individuals participating in 

bank fraud is even more concerning. 

Fraudsters reach out to the lowest levels of 

management, including cleaners and other 

temporary workers. According to different 

annual NDIC reports, management, who 

should be the organization's watchdog, 

makes up a large percentage of the overall 

number of people involved in fraudulent 

act. The collaboration of various employees 

in the perpetration of fraudulent operations 

is also a major concern. In order to carry out 

their fraudulent act, the majority of 

executive officials collaborate with non-

executive staff. (Olufon, 2017). As a result, 

tracing fraud to its source and originators 

becomes more complex, with banks 

reporting an annual increase in the number 

of employees involved in fraud cases. Bank 

fraud has shattered the foundation and 

reputation of most Nigerian banks, leading 

to the closure of others. The study faces 

difficulties in determining how fraud affects 
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the performance of the Nigerian banking 

industry and the economy in general, taking 

into account the positive and negative 

effects based on the current state of the 

Nigerian banking industry. As a result, the 

purpose of this study was to look into the 

implications of fraud on Nigerian Deposit 

Money Banks. 

 

Objective of the Study 

The main objective of this study is to 

examine the implications of fraud on the 

performance of deposit money banks in 

Nigeria. The specific objectives of this 

study are: 

i. To examine the implication of 

cheque fraud on the performance of 

deposit money banks in Nigeria  

ii. To determine the implication of 

fraudulent invoices and payments 

on the performance of deposit 

money banks in Nigeria  

iii. To investigate the implication of 

fraudulent loans on the performance 

of deposit money banks in Nigeria  

iv. To assess the implication of money 

laundering on the performance of 

deposit money banks in Nigeria 

 

2.0 REVIEW OF LITERATURE 

2.1 Empirical Review 

Okoye, N. J., Onuoha, O. C. & Akuesodo, 

O. E. (2021) examined the effect of e-

commerce and mobile banking fraud on the 

performance of deposit money banks in 

Nigeria. The data used in the study was 

obtained from CBN and Nigeria electronic 

forum statistics. A linear regression was 

adopted on both functional and statistical 

models. The study found that E-commerce 

fraud has a negative and insignificant effect 

on return on assets of deposits money banks 

in Nigeria. Mobile fraud has negative and 

insignificant effect on return on assets of 

deposit money banks in Nigeria. The study 

therefore recommended among others that 

the Government should evolve a good 

regulatory environment that will enable the 

banks to be more accountable and 

fraudulent activities to be easily detected 

Folowosele, F. A. & Ikpefan, O. A. (2021) 

examined Electronic Fraud: An emerging 

cause of Bank Failure in Nigerian deposit 

money Banks. The study reviewed the 

degree to which fraud and other unethical 

practices especially in the digital space have 

affected the Nigerian banking industry both 

in the past and present, and how it will be a 

growing concern in the imminent future. 

The causal/descriptive research design was 

adopted for the study. The research used 

secondary data for the periods 2006 till 

2018 which were collected from the Nigeria 

Deposit Insurance Corporation (NDIC) 

annual reports. Descriptive analysis and 

ordinary least square method of regression 

analysis were used for data analysis. 

Findings revealed that electronic fraud 

cases increased progressively over most of 

the years of study, which can be attributed 

to the increased bank products that are 

electronic based. The researchers, therefore, 

recommend amongst others that when new 

products are introduced, there should be 

proper test for efficiency. Limits should 

also be placed on transactions that can be 

done per time pending when the product is 

fully developed and incorporated 

Fakunmoju, S., & Olukayode, F. (2021) 

examined Effect of Fraud Management 

Practices on Non-Financial Performance of 

Selected Deposit Money Banks in Lagos 

State, Nigeria. The increasing trend of 

declined in non-financial performance of 

banks in recent years pose serious threats to 

the stability and survival of financial and 

real sectors and banks in particular. Studies 

have shown that most deposit money banks 

in Nigeria have experienced declined in 

non-financial performances due to poor 

fraud management practices which have 

resulted in financial losses to banks and loss 

of public confidence in the banking sector. 

The study found out that fraud management 

practices have positive and significant 
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effect on bank efficiency and operational 

performance of the selected deposit money 

banks with (P<5%). The study concluded 

that fraud management practices have effect 

on bank operational performance and 

efficiency deposit money banks in Lagos 

State, Nigeria. The study recommended that 

management of banks should exert 

collective efforts in identifying the ideal 

mix of effective and efficient fraud 

management practices that matches their 

banking business scope so as to achieve 

targeted operational performance and bank 

efficiency.   

Adaora, Jisike and Amalachukwu (2019) 

examined the effect of electronic banking 

related fraud on deposit money banks 

financial performance in Nigeria. The 

benefit of electronic banking in boosting the 

profitability of deposit money banks has 

been the focus of empirical studies in 

Nigeria, whereas the impact of fraud 

perpetrated on electronic banking platforms 

used by banks operating in the economy has 

been overlooked. We looked at the impact 

of electronic banking fraud on deposit 

money banks' return on assets, return on 

equity, interest income, and non-interest 

income through automated teller machines, 

mobile banking, point of sale terminals, and 

the web. The banking system's apex 

regulatory agency has compiled 

comprehensive data on fraud on various 

electronic banking channels: Central Bank 

of Nigeria began in 2013 thus limiting the 

study to a period of four years. The 

Ordinary Least Square (OLS) was applied 

in estimating the regression equation. With 

the use of granger causality analysis, the 

influence of fraud on several channels of 

electronic banking and financial 

performance was determined. The study 

found that while fraud on point of sale 

terminals has a significant negative impact 

on interest income, fraud on automated 

teller machines, mobile banking, and the 

web had no impact on a bank's return on 

assets, return on equity, or non-interest 

income. We proposed that deposit money 

banks further authenticate transactions at 

point of sale terminals by sending a 

confirmation code to the account's mobile 

number to confirm that the transaction was 

made by the original cardholder.  

Muritala, Ijaiya, and Adeniran (2017) used 

quarterly data from 2000 to 2013 to 

determine the impact of fraud on bank 

performance in the Nigerian banking 

system. According to the study, the number 

of employees participating in fraud has a 

significant positive influence on return on 

assets, however the quantity of fraud 

perpetrated and the number of employees 

involved in fraud both have a negative 

impact on bank performance. The expected 

coefficient of the (VECM) result revealed 

that changes in the return on asset have a 

short run dynamic effect, implying that the 

variables adjusted to rectify the imbalances 

in the fraudulent banking environment. 

Taiwo, Agwu, Babajide, Okafor, and Isibor 

(2016) investigated the rise of bank fraud in 

Nigeria and its influence on the banking 

industry. The study examined annual time 

series data from the Central Bank of Nigeria 

statistical bulletin, several financial 

websites, journals, and newspapers for the 

period 2002 to 2014. The study used the 

multiple regression technique and the 

Augmented Dickey-Fuller (ADF) Unit Root 

test, with the hypothesis that fraud had no 

significant impact on bank profitability in 

Nigeria. The findings revealed a negative 

significant link between bank profitability 

as measured by return on asset and the total 

amount involved in banking industry 

frauds.  

The insecure condition, bank fraud, and 

their impact on bank performance were 

examined by Kanu and Isu (2016). Multiple 

regression analysis was used to assess if 

there was any correlation between 

indicators of bank insecurity, fraud, and 

earnings before tax among Nigerian 

commercial banks. Data were obtained 
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through secondary sources on the indicators 

of bank insecurity and fraud and the 

earnings before tax of Commercial banks in 

Nigeria for the period 1991 -2013 from 

Nigeria Deposit and Insurance 

Corporation’s annual report. The results of 

the study demonstrated an inverse 

relationship between Expected Losses on 

insecurity and Fraud (ELF), Number of 

Fraud Cases (NFC) and Number of Staff 

involved in Fraud Cases and earnings 

before tax of commercial banks in Nigeria. 

The results of the Granger causality test 

show a unidirectional causality from bank 

insecurity and fraud to commercial bank 

performance. 

 

2.2 Theoretical Framework 

There are many theories that relate to fraud. 

Fraud has been a subject with several 

theoretical underpinning. Other studies 

have conceptualized fraud under the 

theoretical framework of differential theory 

of Edwin Sutherland, Fraud Triangle theory 

of Donald Cressey, Fraud Diamond theory 

of Wolfe and Hermerson, and a host of 

others.  

However, this study is anchored on the 

fraud triangle theory in explaining the 

elements of fraud in the banking industry. 

The theory happens to be the most widely 

used theory. It was based on a model 

developed by Donald Cressey, a sociologist 

and criminologist who studied the 

behaviour of white-collar crime in the 

1950's in respect of those he termed trust 

violators. He observed that fraud is likely to 

occur given a combination of three factors; 

namely: Pressure (motivation), Opportunity 

and Rationalization. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Fraud Triangle (Donald Cressey 1973) 

 

According to Dorminey, Fleming, 

Kranacher and Riley (2012), Cressey 

identified three elements that made up the 

fraud triangle. He opined that for an 

ordinary individual to commit fraud three 

elements must be present. First is pressure; 

pressure is the motivation of the person to 

commit fraud, usually a financial burden. 

Adeyomo (2012) opine that other business 

and organizational pressures may create a 

motive for fraud. He noted that the desire to 

pull in more investment, secure tax 

advantage, and meet the teaming 

requirement of banking regulators may 

pressure management to commit fraud. 

Most researchers have used a number of 
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staff involved in fraud as a proxy for 

rationalization.  

Next is opportunity; which is the method by 

which the crime could be committed. 

Opportunity is a vital element in the fraud 

triangle because a potential fraudster may 

have the desire to commit fraud but without 

the perceived opportunity fraud may not 

occur. Opportunities can span from weak 

internal control, weak audit committee, 

management override, collusion, lack of 

supervision, and individual skill set such as 

employee knowledge of accounting and 

how to conceal misstatement (Dorminey et 

al, 2012). In explaining the opportunity, the 

number of reported cases has been adopted 

as a proxy by authorities in the field 

(Muritala, Ijaiya & Adeniran, 2017; Taiwo, 

Babajide, Okafor &Isibor, 2016).  

Lastly, rationalization; this is how the 

person justifies in their own mind, the 

action of committing the crime. 

Rationalization helps to justify a crime in a 

way that makes it acceptable in the mind of 

the fraudster. it may arise from an 

employee's feeling of dissatisfaction at 

work, low compensation or lack of 

recognition. Some fraudsters may even 

rationalize that the bank has enough money 

and will not be affected by a simple fraud 

(Adeyomo, 2012). 

 

3.0 METHODOLOGY 

An ex-post facto research design is adopted 

and being a time series study covering a period 

from 2004 to 2019, The study utilized 

secondary data on profitability ratio of 

deposit money banks as proxy for the 

performance of deposit money banks being 

the dependent variable while % of Cheque 

Fraud, % of Fraudulent Invoices and 

Payments, % of Fraudulent Loans and % of 

Money Laundering were the independent 

variables sourced from Statistical Fact 

Database of Deposit Money Banks in 

Nigeria. The study used Ordinary Least 

Square (OLS) Multiple Regression as its 

method of data analysis. The study based on 

the regression results revealed that % of 

Cheque Fraud rate has negative implication 

on the performance of deposit money banks 

in Nigeria within the study period. The 

regression results also revealed that % of 

Fraudulent Invoices and Payments and 

fraudulent loans also had negative 

implication on the performance of deposit 

money banks in Nigeria within the study 

period. the study based on the regression 

results revealed that % of Money 

Laundering had negative implication on the 

performance of deposit money banks in 

Nigeria within the study period.  

Model Specification 

In building the model for this study, the 

Ordinary Least Square Method of Multiple 

Regression Analysis of the form Y=βo + 

βiX1+ β2X2 + β3X3 +...+ βnXn shall be used 

to analyze the data. Where βo -βn are 

parameters to be estimated from the data 

and X1-Xn are the independent variable and 

Y is the dependent variable for the study. 

On this Basis, the model for the study can 

thus be specified as follow; the functional 

form of the model is presented in Equation 

[1]  

[1]      Y=ƒ (X1, X2, X3, X4) 

The model in logarithmic mathematical 

form is specified below in Equation [2] 

[2]      Y= βo + β1 X1 +β2 X2+β3X3 +β4 X4  

The above model can also be stated in the 

logarithmic stochastic form as represented 

in Equation [3] 

[3]     Y= βo + β1 X1 +β2 X2+β3X3 +β4 X4 + 

µ 

Where the profitability ratio of deposit 

money banks (Y) is the proxy for the 

performance of deposit money banks which 

is the dependent variable while % of 

Cheque Fraud (X1), % of Fraudulent 

Invoices and Payments (X2), % of 

Fraudulent Loans (X3) and % of Money 

Laundering (X4) as the independent 
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variables and μ is the error or stochastic 

term that captures other variables of fraud 

that have implications on the performance 

of deposit money banks in Nigeria which 

are not included in the model.  

Evaluation Criterion  
This is the criterion used in evaluating 

whether the estimated parameters are 

theoretically meaningful statistically 

satisfactory or significant. In evaluating the 

model, the statistical criterion is employed. 

Statistical Criteria (First Order Test) 

These criteria are used to determine the 

statistical significance of the estimated 

parameters of the model. The statistical 

criteria are referred to as the first order test; 

the most widely used statistical criteria are 

the coefficient of determination (R2), the 

student t-test, Standard Error Test and the 

Analysis of Variance Test (F-test) 

(a)    Student t-Test  

Student t-test is used to verify the truth or 

falsity of a null hypothesis, the decision rule 

under this approach is based on the 

computed value of t-statistics from the data. 

Using a significant level of 0.05, the 

analysis and interpretation of t-calculated 

and t-tabulated will be based on the decision 

rule described below; When t-calculated > 

t-tabulated, Reject Ho and Reject H1 and 

conclude that the estimated parameter is not 

statistically significant. 

(b)     Standard Error Test 

If the standard error is less than half of the 

absolute value of the parameter estimate 

(i.e. Sβi<βi/2), we will reject the Ho and 

accept H1 and conclude that the estimated 

parameter is statistically significant. If on 

the other hand, if Sβi>βi/2, we will accept 

the Ho and Reject the H1 and conclude that 

the estimated parameter is not statistically 

significant. 

(c)     Analysis of Variance (F-Test) 

The F- statistics is used to test for the overall 

statistical significance of the entire model. 

It checks the joint variance of the 

explanatory variables. The level of 

significance to be used is 5%. The decision 

rule can be stated as follows: If F*>Fα(k-1, 

n-k,) df, reject Ho and accept H1 and 

conclude that the overall model is 

statistically significant, but if F*<F α(k-1, 

n-k,)df, accept Ho and reject H1 and 

conclude that the overall model is not 

statistically significant. Where; F* is called 

F-calculated and Fα (k-1, n-k,) df shows F-

tabulated. 

(d)     Coefficient of Determination (R2) 

Coefficient of Determination (R2): This 

measures the proportion of the total 

variation in the dependent variable that can 

be explained by the independent variables. 

The R2 measures the explanatory power of 

the model. It shows the extent to which the 

independent variable influences the 

dependent variable. It is a measure of the 

goodness of fit of the model; the closer the 

R2 is to zero the worse the fit and the closer 

the R2 is to one, the better the fit 

Presentation of Data  

Table 1: Presentation of Data  on 

Profitability Ratio of Deposit Money Banks 

(Y) % of Cheque Fraud (X1), % of 

Fraudulent Invoices and Payments (X2), % 

of Fraudulent Loans (X3) and % of Money 

Laundering (X4).  
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Year Y (%) X1 (%) X2 (%) X3 (%) X4 (%) 

2005 19.34 14.4 23.6 28.4 20.2 

2006 21.00 15.0 24.2 29.0 32.7 

2007 23.00 15.6 25.2 29.6 36.1 

2008 25.00 17.0 25.5 29.9 39.6 

2009 30.00 18.0 25.3 30.4 28.9 

2010 40.00 18.8 24.9 30.3 47.2 

2011 25.00 19.4 24.4 31.0 48.0 

2012 31.00 20.1 24.0 31.2 53.0 

2013 29.00 20.5 24.2 31.5 60.1 

2014 24.00 20.0 24.5 31.4 67.2 

2015 22.00 20.2 25.1 31.5 76.1 

2016 18.00 21.0 26.2 31.8 78.3 

2017 16.31 22.2 26.6 31.7 81.7 

2018 14.34 24.6 27.1 33.6 83.2 

2019 13.67 26.1 27.3 34.6 87.7 

2020 11.89 28.4 27.5 38.4 88.1 

Source: Deposit Money Banks Statistical Facts Database, 2021  

Table 1 shows presentation of data on 

profitability ratio of deposit money banks 

(Y) as the proxy for the performance of 

deposit money banks which is the 

dependent variable while % of Cheque 

Fraud (X1), % of Fraudulent Invoices and 

Payments (X2), % of Fraudulent Loans (X3) 

and % of Money Laundering (X4) were used 

to measure bank fraud in deposit money 

banks in Nigeria.   

Fig 1: Trend Analysis on Profitability Ratio 

of Deposit Money Banks (Y) % of Cheque 

Fraud (X1), % of Fraudulent Invoices and 

Payments (X2), % of Fraudulent Loans (X3) 

and % of Money Laundering (X4). 

 

 
Source: Researcher’s Computation using Excel, 2020 

X4 (%)

X3 (%)

X2 (%)

X1 (%)

Y (%)
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Fig 1 shows a trend analysis on Profitability 

Ratio of Deposit Money Banks (Y), % of 

Cheque Fraud (X1), % of Fraudulent 

Invoices and Payments (X2), % of 

Fraudulent Loans (X3) and % of Money 

Laundering (X4). Based on the trend of 

analysis, the profitability ratio of deposit 

money banks has been decreasing due to 

increase in bank frauds such as Cheque 

Fraud, Fraudulent Invoices and Payments, 

Fraudulent Loans and Money Laundering 

Analysis of Regression Results 

 

Table 2: Regression Results  

Dependent Variable: Y 

Variables  Coefficients  Standard Error t-Statistic  Probability  

X1 -1.271505 0.603074 2.108373 0.0444 

X2 -0.075765 0.155281 0.487923 0.6295 

X3 -8.864650 0.554601 15.98385 0.0000 

X4 -4.585857 0.475757 9.639101 0.0001 

R2 = 0.971676 

F-Statistic: 308.7503 

D.W= 1.964436 

Source: Researcher’s Computation using Eviews version 10, 2021.  

 

Table 2 showed the regression coefficient of 

% of Cheque Fraud (X1) is -1.271505.  It 

shows that a unit increase in % of Cheque 

Fraud (X1) will bring about 1.271505 unit 

decrease in the profitability ratio of deposit 

money banks (Y) in Nigeria. It is negative 

showing an inverse relationship between % 

of Cheque Fraud (X1) and the profitability 

ratio of deposit money banks (Y) in Nigeria. 

Hence, increase in % of Cheque Fraud (X1) 

led to decrease in the performance in 

deposit money banks in Nigeria within the 

study period.   

The regression coefficient of % of 

Fraudulent Invoices and Payments (X2) is -

0.075765.  It shows that a unit increase in % 

of Fraudulent Invoices and Payments (X2) 

will bring about 0.075765 unit decrease in 

the profitability ratio of deposit money 

banks (Y) in Nigeria. It is negative showing 

an inverse relationship between % of 

Fraudulent Invoices and Payments (X2) and 

the profitability ratio of deposit money 

banks (Y) in Nigeria. Hence, increase in % 

of Fraudulent Invoices and Payments (X2) 

led to decrease in the performance of 

deposit money banks in Nigeria within the 

study period.    

The regression coefficient of % of 

Fraudulent Loans (X3) is -8.864650.  It 

shows that a unit increase in % of 

Fraudulent Loans (X3) will bring about 

8.864650 unit decrease in the profitability 

ratio of deposit money banks (Y) in Nigeria. 

It is negative showing an inverse 

relationship between % of Fraudulent 

Loans (X3) and the profitability ratio of 

deposit money banks (Y) in Nigeria. Hence, 

increase in % of Fraudulent Loans (X3) led 

to decrease in the performance of deposit 

money banks in Nigeria within the study 

period.    

The regression coefficient of % of Money 

Laundering (X4) is -4.585857.  It shows that 

a unit increase in % of Money Laundering 

(X4) will bring about 4.585857 unit 

decrease in the profitability ratio of deposit 

money banks (Y) in Nigeria. It is negative 

showing an inverse relationship between % 

of Money Laundering (X4) and the 

profitability ratio of deposit money banks 

(Y) in Nigeria. Hence, increase in % of 

Money Laundering (X4) led to decrease in 
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the performance of deposit money banks in 

Nigeria within the study period.   

 

Testing of Hypotheses  

  Standard Error Test  

Table 3: Summary of the Standard Error Test 

Variable Parameter Standard 

Error 

½(coefficient) Decision Conclusion 

X1 β1 0.603074 0.635753 Reject H0 significant 

X2 β2 0.155281 0.037883 Accept H0 insignificant 

X3 β3 0.554601 4.432325 Reject H0 significant 

X4 β4 0.475757  2.292929 Reject H0 significant 

Source: Researcher’s Computation using 

E-views 9.5 version 2021The standard error 

test result on table 2 showed that the 

coefficients of the independent variables; % 

of Cheque Fraud (X1), % of Fraudulent 

Loans (X3) and % of Money Laundering 

(X4) were statistically significant because 

the standard errors of their parameter 

estimates were less than half of their 

coefficients. Hence, % of Cheque Fraud 

(X1), % of Fraudulent Loans (X3) and % of 

Money Laundering (X4) had significant 

effects on the performance of deposit 

money banks in Nigeria within the study 

period. The Ho for the three variables were 

therefore rejected while the H1 were 

accepted. For the % of Fraudulent Invoices 

and Payments (X2), the standard error was 

greater than half of its coefficient. The Ho is 

therefore accepted while the H1 is rejected. 

It also implies that the estimated parameter 

is not statistically significant. Hence, % of 

Fraudulent Invoices and Payments (X2) had 

no significant effect on the performance of 

deposit money banks in Nigeria within the 

study period.  

 

Students’t-Statistic Test 

The student t-distribution test is used to 

determine the significance of the individual 

parameter estimate. To achieve this, we 

have to compare the t-value in the 

regression result with the t-tabulated at n-k 

degree of freedom (d.f) at 5% level of 

significance. Theoretically, the degree of 

freedom (d.f) is denoted by n-k. n = 13, k=4, 

so that d.f= 13-4= 9; the t-tab obtained at 

5% significance level under a two-tailed test 

is ±1.833. 

The calculated t-statistic for β1 is 2.108373. 

Since t-tab < t-cal, that is, 1.833   

<2.108373(absolute values), we reject the 

null hypothesis and accept the alternative 

hypothesis and concluded that % of Cheque 

Fraud rate has significant effect on the 

performance of deposit money banks in 

Nigeria.    

The calculated t-statistic for β2 is 0.487923. 

Since t-tab < t-cal, that is, 1.833 > 0.487923 

(absolute values), we accept the null 

hypothesis and reject the alternative 

hypothesis that % of Fraudulent Invoices 

and Payments has no significant effect on 

the performance of deposit money banks in 

Nigeria.     

The calculated t-statistic for β3 is 15.98385. 

Since t-tab<t-cal, that is, 1.833 < 15.98385 

(absolute values), we reject the null 

hypothesis and accept the alternative 

hypothesis that % of Fraudulent Loans has 

significant effect on the performance of 

deposit money banks in Nigeria  

The calculated t-statistic for β4 is 9.639101. 

Since t-tab<t-cal, that is, 1.833 < 9.639101 

(absolute values), we reject the null 

hypothesis and accept the alternative 

hypothesis that % of Money Laundering has 
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significant effect on the performance of 

deposit money banks in Nigeria 

 

Probability Test 

Decision Rule 

If p-value >0.05, accept the Ho and reject 

the H1 and conclude that the estimated 

parameter is not statistically significant. On 

the contrary, if the p-value <0.05, reject the 

H0 and accept the H1 and conclude that the 

estimated parameter is statistically 

significant. This is analyzed below. 

 

Table 4: Summary of the Probability Test 

Variables Parameters P-values Level of 

significance 

Decision  Conclusion 

X1 β1 0.0444 0.05 Reject H0 Significant 

X2 β2 0.6295 0.05 Accept H0 Insignificant 

X3 β3 0.0000 0.05 Reject H0 Significant 

X4 Β4 0.0001 0.05 Reject H0 Significant 

Source: Researcher’s Computation using E-Views 9.5 version 2021   

 

Table 4 showed that the probability values 

of % of Cheque Fraud (X1), % of Fraudulent 

Loans (X3) and % of Money Laundering 

(X4) were 0.0444, 0.0000 and 0.0001. This 

implied that their probability values were 

less than 0.05. Hence, we rejected the null 

hypothesis and accepted the alternative 

hypothesis and concluded that the variables 

were statistically significant.  For the % of 

Fraudulent Invoices and Payments (X2) the 

probability value (0.6295) was greater than 

(0.05). The Ho was therefore accepted while 

the H1 was rejected. It also implied that the 

variable was not statistically significant.  

 

Coefficient of Determination (R2)   

This shows the proportion of the total 

variation in the dependent variable which 

was caused by the independent variable, in 

the estimated regression equation. The R2 of 

0.971676 showed that about 97% of the 

total variation in the profitability ratio of 

deposit money banks as proxy for the 

performance of deposit money banks was 

explained by the independent variables i.e. 

% of Cheque Fraud, % of Fraudulent Loans 

and % of Money Laundering while the 

remaining 3% was not explained by these 

variables but by other factors which were 

not included in the model. These are 

captured within the stochastic or error term 

(μ). Hence, since the R2 was close to one, 

we concluded that the model was a good fit.  

 

iv. F-Statistic (Analysis of Variance Test) 

Ho: βO=β1=β2=β3=β4=0 (the overall model 

is not statistically significant) 

H1: βO≠β1≠β2≠β3≠β4≠0 (the overall model is 

statistically significant) 

Level of significance=5% 

Degrees of freedom = (V1, V2) 

Where V1=K-1 and V2=n-k 

V1= 4-1=3, V2=13-4=9 

F0.05 (3, 9) = 2.33 

 

Decision Rule/Conclusion: From table 2, 

since the F-value or F-calculated of 

(308.7503)> the F-tabulated of (2.33) 

above, we reject the null hypothesis and 

accept the alternative hypothesis. Since the 

alternative hypothesis was accepted and the 

null hypothesis was rejected, we can deduce 

from our findings that the parameter 

estimates of the model or the overall model 

was statistically significant at 5% level of 

significance.  

 

v. Durbin Watson Test for 

Autocorrelation 

Decision Rule/ Conclusion 

If Durbin Watson (DW) statistic is less than 

2, we will conclude that there is positive 
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autocorrelation, if Durbin Watson (DW) 

Statistic is greater than 2, we will conclude 

that there is a negative autocorrelation and 

lastly, if Durbin Watson (DW) is equal to 2, 

we will conclude that there is no 

autocorrelation. From table 2, the Durbin 

Watson (DW) statistic = 1.964436, i.e. 

approximately 2. We can therefore 

conclude that there is no autocorrelation in 

the model. 

 

4.0 Discussion of Findings  
Empirically, the study based on the 

regression results revealed that % of 

Cheque Fraud had significant negative 

effect on the profitability ratio of deposit 

money banks in Nigeria. This implied that 

an increase in % of Cheque Fraud brought 

about decrease in the performance of 

deposit money banks in Nigeria within the 

study period. This study agrees with the 

finding of Dare (2017) who submitted a 

negative relationship between % of Cheque 

Fraud and deposit money banks 

performance in Nigeria.   

The study also based on the regression 

results revealed that % of Fraudulent 

Invoices and Payments has negative effect 

on the profitability ratio of deposit money 

banks in Nigeria, but such effect wasn’t 

significant within the study period in 

Nigeria. However, this finding implied that 

an increase in % of Fraudulent Invoices and 

Payments brought about decrease in the 

performance of deposit money banks in 

Nigeria within the study period.  

Furthermore, the study based on the 

regression results revealed that % of 

Fraudulent Loans had significant negative 

effect on the profitability ratio of deposit 

money banks in Nigeria. This implied that 

an increase in % of Fraudulent Loans 

brought about decrease in the performance 

of deposit money banks in Nigeria within 

the study period. This finding contradicts 

that of Otalu (2014) who submitted a 

negative relationship between % of 

Fraudulent Loans and the performance of 

deposit money banks in Nigeria.  

Finally, the study based on the regression 

results revealed that % of Money 

Laundering had significant negative effect 

on the profitability ratio of deposit money 

banks in Nigeria. This implied that an 

increase in % of Money Laundering brought 

about decrease in the performance of 

deposit money banks in Nigeria within the 

study period.  

 

Conclusion and Recommendations 

The study explored implications of fraud on 

the performance of deposit money banks in 

Nigeria. This has become necessary in the 

face of increase in the level of fraudulent 

activities going on in the banking system. 

As a result of this, it is expedient to know 

what must be done to reduce this menace 

drastically.  Based on the findings, it has 

been discovered that the increased in % of 

Cheque Fraud, % of fraudulent invoices and 

payments, % of Fraudulent Loans and % of 

Money Laundering led to decrease in the 

performance of deposit money banks in 

Nigeria within the study period. The study 

based on the regression results revealed that 

% of Cheque Fraud rate has negative 

implication on the performance of deposit 

money banks in Nigeria within the study 

period. The results also revealed that % of 

Fraudulent Invoices and Payments and 

fraudulent loans also had negative 

implication on the performance of deposit 

money banks in Nigeria within the study 

period. Finally, the study based on the 

regression results revealed that % of Money 

Laundering had negative implication on the 

performance of deposit money banks in 

Nigeria within the study period. It is clear 

that this has affected the performance of the 

banking sector over the period, thus for a 

stronger and more resilient banking and 

financial system, banks need to improve 

their current state of development. 

In review of the above findings, the 

following recommendations are suggested 
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to bank management for execution to 

improve the deposit money banks operation 

and financial stability in general: 

i.  Nigerian deposit money banks should 

employ fraud detection methods in 

order to reduce cheque fraud to 

improve their profitability.  

ii.  To improve their performance, deposit 

money banks should establish an 

effective, dependable, and operational 

loan fraud detection department to 

manage all loan transactions and 

reduce loan fraud. 

iii.  Deposit money banks should establish 

an effective, dependable, and 

operational loan fraud detection 

department to manage all loan 

transactions in order to prevent loan 

fraud and improve performance. 

iv.  In order to improve the performance 

of Nigeria's deposit money banks, the 

government should implement tactical 

monetary measures to reduce money 

laundering. 
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