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Abstract 

Corporate tax planning reflects the significant approach of the firm with the responsibility to pay less 

appropriate tax to the government. However, the study examines the effect of corporate tax planning on 

financial performance of listed deposit money banks in Nigeria. Proxies to measure corporate tax planning 

are debt tax shield and income effective tax, while the financial performance was proxied by Tobin’s Q. The 

study concentrated on the period from 2010 to 2019. Panel data was sourced from the individual financial 

reports of the listed deposit money banks in Nigeria. The sample adopted twelve (12) listed deposit money 

banks in Nigeria. The study employed ordinary least square regression model to estimate the key relationship 

between corporate tax planning and Tobin Q. The result shows that debt tax shield has a significant effect on 

Tobin Q, while income effective tax had insignificant effect on Tobin Q. The study recommends the government 

should engage in tax reforms whereby the income tax rate is to be adjusted from 24% to 20%. Also, banks 

should engage in debt financing in order to reduce the tax liability due to the fact that the interest paid on a 

debt is an allowable expense which reduces the chargeable profit.  

Keywords: Corporate Tax Planning, Debt Tax Shield, Income Effective Tax, Firm Size, TobinQ, Listed 

Deposit Money Banks. 

 

Introduction 

Corporate tax planning is an important strategy used by firms in reducing their tax burden legally. Tax planning 

depicts the ability of a company to legally reduce its tax obligations through the utilization of different 

loopholes in the tax system. Salawu and Adedeji (2017) argued that effective tax rate refers to the acceptable 

yardstick for tax planning effectiveness which is based on actual average tax payable on a taxpayer’s income 

before tax, as distinct from the statutory tax rate imposed on taxpayers. 

 

In Nigeria, the transformations in the tax systems and accounting standards have given the opportunities for 

the firms to manage their tax affairs for getting advantage for their shareholders. Income effective tax also 

involves the in-depth understanding and application of relevant shelters and incentives in tax enactments by 

economic units. The incentives given in recognition of the pioneer status, the rules applied to the 

commencement and cessation of a business, the allowances given in respect of the acquisition of the asset used 

for the purpose of the business, investment in rural areas and the location of the business, roll- over as applied 

to the sales of the items chargeable to capital gain tax, tax exemption on interest on a loan, loss reliefs 

(Ogundajo & Onakoya, 2016). 

 

Firm performance is significant to the success of banks and by implication to the successful functioning of the 

economy as profitable banks are better positioned to render quality financial intermediation of fund effectively 
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and efficiently. Aside the vital financial intermediation role played by the banking sector, other prominent 

roles played include payment of tax to the government to finance its expenditure towards achieving 

macroeconomic long-term developmental objectives and for maintenance of law and orders. The government, 

therefore, remains one of the significant claimants in companies’ profit and such claim manifest in form of 

corporate tax (Olarewaju & Olayiwola, 2019). 

 

Larger firms have economic and political power advantage over the small firms. Larger firms effectively 

utilize their economic and political power to lessen their tax liability being able to engage in aggressive tax 

planning due to their broad resources and also, he’s of the opinion that large firms are opportunistic in 

manipulating the political principles for the enhancement their after-tax returns (Ogundajo & Onakoya, 2016). 

 

The inability of tax payers to plan their taxes lead to high tax liabilities. Banks in an attempt to avoid tax, end 

up paying more than what is statutorily required to tax fraudsters because they lack adequate knowledge of 

tax planning. Therefore, it is necessary to state that the main objective of this research is to assess the effect 

of corporate tax planning on financial performance of listed deposit money banks in Nigeria spanning from 

2010-2019. The hypotheses stated based on objectives of this study include: 

Ho1: Income effective tax has no significant relationship on financial performance of listed deposit money 

banks in Nigeria.   

Ho2: Debt tax shield has no significant relationship on financial performance of listed deposit money banks 

in Nigeria.   

 

Literature Review 

Concept of Corporate Tax Planning 

According Kiabel and Akenbor (2014), corporate tax planning (CTP) implies the strategies put in place in a 

business organization after comprehensively understanding the company’s history and operations in order to 

maximize the firm’s expected after-tax cash flows. Nanik and Ratna (2015) noted that corporate tax planning 

implied the legal activities that reduced the transfer of resources from shareholders to the Government.  

 

Similarly, Kiabel and Nwikpasi (2001) conceptualized that tax planning involved the planning and operations 

of a business in line with the statutory legislation so as for the firm to achieve the optimal or the best tax 

position in the process of achieving its business goals. It involves the detailed knowledge and application of 

tax policies, such as the rules guiding the commencement and cessation of a business, incentives on the pioneer 

status; allowances regarding investment, the business location, the acquisition and utilization of assets for the 

main purpose of the entity, the tax exemptions claimable on loans and the other legislation and regulations 

affecting the activities of the business entity (Ogundajo & Onakoya, 2016).  

 

Corporate tax planning (CTP) can be conceptualized as a legal act of transferring economic value from the 

state to the firm through the minimization of the tax liability by taking advantages of loopholes in tax laws 

and policies. Kiabel and Akenbor (2014) argued that tax planning was vital if management hope to minimize 

its tax cost. The need for tax planning includes the legal alleviation of the tax burden, the re-investment of tax 

savings, the promotion of investment and the achievement of economic development. Corporate tax plans are 

influenced by the nature and structure of capital, the accounting period, the size, the market structure and the 

business policies of a firm (Kiabel & Nwikpasi, 2001). 

 

Tax planning can be defined as the planning of reducing tax of ‘corporations’ and ‘individuals’ without 

violating the tax law and stipulated requirements, by taking all privileges such as exemption of taxes, tax 

discounts, rebates, allowances, concessions, deductions and other benefits or reliefs stipulated as per the 

income tax act (Kariuki, 2017). Mgammal and Ismail (2015), tax planning can be defined as the capacity of 

tax payers to arrange their financial activities by using different strategies to suffer a minimum tax expenditure. 
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Desai and Dharmapala (2006) opined that, tax planning can lead to a reduction in firm value when managers 

have both the opportunity to undervalue reported accounting profit and the incentive to reduce company 

income tax liability by understating taxable income. Also, it will be valued negatively by shareholders in a 

situation where corporate governance is weak. This encourages undervaluation of accounting profit. When 

corporate governance provision is strong, it is not possible to undervalue accounting profit, so this will have 

no effect on tax planning. Potential costs can exist such that tax planning can be challenged by a tax 

administration which can also affect reputational costs (Abdul-Wahab, 2010). Tax planning is initially 

believed to increase after tax earnings and therefore to be in the interest of shareholders. 

 

However, this study defined corporate tax planning as the arrangement that involves competent financial 

dealings within the boundaries of the law to reduce tax liability. 

 

Income Effective Tax 

The income effective tax measures a decrease in a firm’s tax liability without a negative effect on the firm’s 

accounting income (Ftouhi, Ayed & Zemzem, 2013). It mainly measures firms’ tax performance by evaluating 

the actual corporate tax burdens with the percentage of the tax expenditure of a firm in relation to its profit 

before tax. Income effective tax indicated the aggressiveness of a firm’s tax planning strategy through 

permanent book-tax differences. 

 

Debt Tax Shield 

Debt tax shield is the strategy used by companies in order to structure their finance by having a high level of 

the debt-to-equity ratio. The companies using a tax planning strategy prefer to pay a high amount of interest 

expenses because tax laws treat interest expenses as tax-deductible. As a consequence, the tax burden will also 

be reduced (Organisation for Economic Cooperation and Development, 2012). Therefore, Debt tax shield can 

be viewed as the strategy adopted by business organizations for the extensive level of the debt relative to 

equity so as to take the benefit of the interest on the debt in tax laws, which is an allowable expense. 

 

Concept of Financial Performance 

According to Adejumo and Sanyaolu (2020), financial performance refers to the measurement of the results 

of a firm’s strategies, policies and operations in monetary terms. These results are reflected in the firm’s return 

on assets or return on investments. Financial performance also provides how a company can use assets from 

its primary mode of business to generate revenues. Financial performance is measured by revenues from 

operations, operating income or cash flow from operations or total unit sales.  

 

According to Almajali, Alamro and Al-Soub (2012), financial performance is the measurement of what has 

been attained by the firm, which is an indicator of the good conditions for a period of time. The financial 

performance indicator is about flow of funds, the uses of firm’s finances, their efficiency and effectiveness. 

Firm performance can be observed from two points of view: financial and organizational; a company’s 

performance can be measured based on variables that involve productivity, returns, growth or even customer 

satisfaction. Financial performance is based on the firm’s efficiency reflected in profit maximization, 

maximizing return on assets and maximizing shareholders return. According to Barbosa & Louri, 2005, the 

assessment of financial performance is based on the return on investment, residual income, earnings per share, 

dividend yield, price/earnings ratio, growth in sales and market capitalization. 

 

Conversely, Financial performance is how well a firm can use assets from its primary mode of business and 

generate revenues. It is a general measure of a firms overall financial health over a given period of time and 

can be used to compare similar firms across the same industry. Berger and Ofek. (1995) argues that, 

performance can also be assessed on a balanced scorecard of critical success factors through four financial 

perspectives, customers, internal business processes and learning and growth. 
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Empirical Review 

Income Effective Tax and Financial Performance 

Dharmarathna (2020) focused on how best performing listed companies in CSE make strategies in tax planning 

to reduce tax liabilities without violating rules and regulations imposed by the Tax Authority. In his study, the 

corporate tax planning was measured by using the Effective Tax Rate (ETR) and the financial performance 

was measured by using Return on Assets (ROA). The sample of the study was designed based on criteria 

namely, the largest and most liquid companies in the Sri Lankan equity market and the sample period was 

restricted for the period 10 years from 2009-2018. The sample represents seventeen (17) companies which are 

used to calculate the S&P SL 20 index. Data was collected through the published annual reports of CSE of the 

selected listed companies during the selected financial time period. Co- integration regression along with Panel 

Dynamic Ordinary Least Squares (DOLS) statistical technique was used to explore this study. Johansen co-

integration test confirmed to run the panel DOLS. According to the result, corporate tax planning has a 

negative impact on the financial performance of Sri Lankan best-performing companies listed in CSE 

however, which is not statistically significant at 5% level. It provides evidence that there is no significant 

impact from corporate tax planning strategies to the financial performance of listed companies in CSE. This 

evidence implies that Sri Lankan firms do not utilize the loopholes embedded in the Sri Lankan tax law 

efficiently. 

 

Fagbemi, Olaniyi and Ogundipe (2019) examined the corporate tax planning and financial performance of 

systemically important banks in Nigeria. Ex-post facto was adopted as the research design in this study, while 

Pooled OLS was used to analyze the data. This study has shown that the effective tax rate has a negative and 

significant impact on financial performance. Thin capitalization has a positive significant impact on the 

financial performance of SIBs in Nigeria, whereas capital intensity and the lease option have demonstrated an 

insignificant impact on the financial performance of SIBs in the country. The study concluded that corporate 

tax planning affects financial performance depending on the adopted tax planning strategies.  

 

Daengs (2018) examined the effect of Tax Planning Implementation on Income Tax, Article 23 as A Legal 

Effort to Minimize Tax Expense Payable. The aim is tax payable in minimal number but under taxation 

regulation scope. The outline of this study focus on planning effort of Tax Income Article 23 to minimize tax 

expense payable run in Pt. Triperkasa Aminindah Surabaya. Tax planning that done in this company refer to 

provision in accordance with Directorate General of Tax Decision Number : Kep-305/PJ/2001 on the estimates 

of net income. Tax planning had done by this company in addition to refer the regulation also based on the 

condition of this company which experiencing poor performance. Then the aim that will be reached from that 

tax planning to reach minimal expense over the Income Tax Article 23 it can be done with gross up method. 

From the analysis result on the alternative it can draw a conclusion that Pt. Triperkasa Aminindah Surabaya 

has adjusted on the regulation above, calculation of Income Tax Article 23 with gross up method in fact be 

able to saving the tax then suitable with the tax planning aim that is effort to minimize tax expense payable. 

 

Olajide (2017) examined the impact of tax planning on firms’ performance of listed companies in Nigeria. 

The research adopted survey and expost-facto design. Financial statements of selected companies from 

Manufacturing, banking and insurance sectors, between 2003 and 2012 were analyzed. The population of the 

study is 240 listed companies on the Nigerian Stock Exchange market as at April, 2012. Using simple and 

stratified sampling techniques, fifteen companies were sampled for the study, five companies from each of the 

sectors under study. The hypothesis for the study states that tax planning has no significant effect on firms’ 

performance, the result indicate that tax planning exerts insignificant positive effect on reported earnings ( P 

- val = 0.199 > 0.05). R2 = 0.515, which means that 51.5% of change in reported earning can be attributed to 

timing effect, information content and tax liability. The study therefore concluded that tax planning has no 

significant effect on firms’ performance.  
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Debt Tax Shield and Financial Performance 

Adejumo and Sanyaolu (2020) examined corporate tax planning and profitability of Nigerian listed deposit 

money banks. The study adopted an ex post facto research design by obtaining relevant data of sampled 9 

banks from 2012 to 2018 from their annual financial statements. Findings from the study show that tax 

planning (effective tax rate) has a significant negative effect on profitability. The study further found a 

significant positive effect of capital adequacy ratio as a control variable on profitability. However, no evidence 

of the negative effect of bank age and bank size on profitability is established by the study. The study, 

therefore, concludes that tax planning has a significant negative effect on the profitability of Nigerian deposit 

money banks. Going by the findings from the study, it is recommended that money deposit banks should 

engage the services of a tax consultant and also make use of a reasonable level of debt in their overall capital 

structure so as to reduce their tax burden and ultimately improve their profitability. 

 

Oeta, Kiai and Muchiri (2019) soughed to find out the influence of tax planning on financial performance of 

the manufacturing firms listed on the Nairobi Securities Exchange during the period 2010-2017.The study 

adopted a positivism research philosophy and an explanatory research design. SPSS version 23 was used to 

analyze data where both descriptive and inferential statistics was done. Multiple linear regression model was 

adopted to study the association between the variables while utilizing panel data. The study findings showed 

that there is no significant statistical association between tax planning and financial performance of the 

manufacturing companies listed in the Nairobi Securities Exchange. The results of the study indicated that 

capital intensity, research and development expenditure and company size have a positive insignificant 

association with financial performance. Further, debt to equity ratio indicated an insignificant negative 

relationship with financial performance. The study concluded that financial performance of manufacturing 

firms listed at the Nairobi Securities Exchange is not influenced by the tax planning. The study recommends 

that the manufacturing companies invest more in non-current assets and increase expenditure on the research 

and development to realize significant positive impact on financial performance. They should also manage 

their debt to equity ratios to avoid excess financing costs that may be detrimental to their financial 

performance. 

 

Thanjunpong and Awirothananon (2019) examined the association of tax planning (hereafter called TP) on 

financial performance (hereafter called FP) in the Stock Exchange of Thailand during the year 2014-2016. 

The sample size, which excludes the financial sector, consists of 873 firm-years. The TP is measured by 

effective tax rate (hereafter called ETR) and the ratio of tax expenses to total assets (hereafter called 

TAX/ASSET), while the FP is measured by return on equity. This paper finds that the TP has both effects on 

the FP. The effect is positive when measured by ETR, while it is negative if measurement is TAX/ASSET. 

Regarding to control variables, the BIG4 auditors have positive effects on the FP. The results further indicate 

that the relationship between the FP and TP (measured by TAX/ASSET) is significantly negative for non-

BIG4 auditors. The relationship is thus weak and insignificant for BIG4 auditors. The results are, therefore, 

useful to provide guideline for listed companies in managing capital and resources more efficiently. 

 

Ogundajo and Onakoya (2016) examined the influence of corporate tax planning on the financial performance 

of manufacturing firms quoted on Nigerian Stock Exchange using annual reports and accounts of 10 selected 

firms out of 28 firms listed under consumer goods sector. The study employed Generalized Least Square 

(GLS) method of regression based on the outcome of Hausman’s model estimation test was significant. The 

study established that aggressive tax planning such as thin capitalization, tax law incentives and other benefits 

of loopholes in Nigerian tax laws have not been fully utilized by the Nigerian firms. The study recommended 

that manufacturing firms in Nigeria should make tax planning as part of the firm’s strategic financial planning, 

employ the service of expertise in tax practices due the complexity and dynamitic of Nigeria tax laws and also 

to effectively utilize all-inclusive tax planning strategies available in order to further influence financial 

performance positively. 
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Theoretical Framework 

Tax Planning Theory 

The underpinning theory of this study is Hoffman’s Tax Planning Theory, which argues that efficient corporate 

entities legally divert cash from tax authorities to the corporate purse (Hoffman, 1961). The theory notes that 

tax planning activities are only desirable when there is the tendency to bring to the bare minimum taxable 

income without having a negative effect on accounting income based on the fact that firms’ tax liability is 

based on the former, rather than the latter, that is to say that tax is charged on taxable income. Therefore, firms 

should deepen their e orts in the tax planning activities that shrink the income that is subject to taxation, rather 

than an accounting profit. Hoffman (1961) stated that there was a positive relationship between the tax 

planning activities of a firm and its performance to the extent to which the tax bene ts derivable from such 

activities exceeded the cost of tax. 

 

Methodology  

The research design adopted for this study is expost-facto research design. In carrying out this study, secondary 

data were sourced from banks annual financial reports from the period of 2010 to 2019. Panel time series data 

were extracted based on the variables used in the study. Tobin Q (TOQ) as the dependent variable, while 

income effective tax (IET), and debt tax shield (DTS) as independent variables. The population constitutes the 

twelve (13) listed deposit money banks in Nigeria, while the sample size consists of twelve (12) listed deposit 

money banks in Nigeria which are Access Bank Plc, Fidelity Bank Plc, First Bank of Nigeria Plc, First City 

Monument Bank Plc, Guaranty Trust Bank Plc, Stanbic IBTC Bank, Sterling Bank Plc, UBA Plc, Unity Bank 

Plc, Union Bank, Wema Bank Plc, and Zenith Bank Plc. The data obtained were analysed using Ordinary 

Least square (OLS) through Eviews-10 statistical package. 

 

The following multiple regression model was formulated: 

TOQ 

 

= β0it + β1 (IET)it+ β2 (DTS)it + β3 (FZE)it + μit  

  

where:   

TOQ = Tobin Q (dependent variable) measured as Market Capitalisation + Total 

Liabilities - Cash flow divided by Total asset of the bank 

β0  = Constant term, which represents when all explanatory variables are held constant 

β1 β2 β3 = Coefficient of the parameter estimates 

IET = Income effective tax measured as income tax expenses in profit and loss account 

divided by profit before tax. 

DTS = Debt tax shield measured as finance cost divided by total assets. 

FZE = Firm size measured as total assets of the bank (control variable). 

μ = Error term 

 

Variables are in ratio form. The decision to test the hypothesis of the study If the p-value of the t-coefficient 

is less than 5% (0.05), the null hypothesis is rejected or otherwise accept. 
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Results and Discussions 

Table 1: Descriptive Statistics 

 TOBIN_Q DEBT TAX 

SHIELD 

INCOME_EFF

ECTIVE TAX 

FIRM_SIZE 

 Mean  0.870272  0.489140 -19.53946 -19.53946 

 Median  0.810700  0.441200 -14.05955  9.105550 

 Std. Dev.  0.247181  0.249705  139.5051  0.399135 

 Skewness  4.310668  2.804050 -10.14562 -0.196113 

 Kurtosis  25.64214  13.91178  108.9801  2.280396 

 Jarque-Bera  2934.971  752.5887  58217.63  3.358357 

 Probability  0.000000  0.000000  0.000000  0.186527 

 Observations  120  120  120  120 

Source: Eviews 10, 2022 

 

Table 1 presents the descriptive statistics for both the dependent and explanatory variables of the study. The 

number of observations for the study reflects a value of 120 indicating that the number of observations for the 

study is made up of a period of 9 years (2010-2019). The table shows the mean of Tobin Q, debt tax shield, 

income effective tax, firm size, are: 0.870272, 0.489140, -19.53946 and -19.53946 respectively. The table also 

shows the standard deviation of Tobin Q, debt tax shield, income effective tax, firm size, are: 0.247181, 

0.249705, 139.5051 and 0.399135 respectively One important observation is that both the independent 

variables and the dependent variable (Tobin Q, debt tax shield) have mean value higher than that of it standard 

deviation. 

 

Table 2: Correlation Matrix 

 TOBIN_Q DEBT_TAX 

SHIELD 

INCOME 

EFFECTIVE 

TAX 

FIRM_SIZE 

TOBIN_Q 1 0.42153 0.07639 -0.39151 

DEBT_TAX 

SHIELD 

0.42153 1 0.04700 -0.47680 

INCOME 

EFFECTIVE 

TAX 

0.07639 0.04700 1 0.00601 

FIRM_SIZE -0.39151 -0.47680 0.00601 1 

Source: Eviews 10, 2022 

From table 2, it explained the relationship between corporate tax planning and financial performance measures 

of listed deposit money banks in Nigeria where the Tobin Q was correlated with debt tax shield to the extent 

of 0.42153. Also, Tobin Q was correlated with income effective tax to the extent of 0.07639. While, Tobin Q 

was correlated with firm size to the extent of -0.39151. However, the correlation matrix result suggests that 

there is multicollinearity among the independent variables of the study. 
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Table 3: Hausman Test 

Correlated Random Effects - Hausman Test  

Equation: Untitled   

Test cross-section random effects  

     
     

Test Summary 

Chi-Sq. 

Statistic Chi-Sq. d.f. Prob.  

     
     Cross-section random 10.862359 3 0.0125 

     
     Source: Eviews 10, 2022 

     

The test enabled the researcher to choose the most appropriate between the fixed and random effect models. 

With the probability of 0.0125, the fixed effect was rejected. Therefore, the random effect estimator was used 

to run the OLS regression. 

Table 5. Panel Result 

     
     Variable Coefficient Std. Error t-Statistic Prob.   

     
     C 2.132460 0.547306 3.896282 0.0002 

DEBT_TAX_SHIELD 0.296817 0.091975 3.227162 0.0016 

INCOME_EFFECTIVE_TAX 0.000113 0.000145 0.781144 0.4363 

FIRM_SIZE 0.154160 0.057478 -2.682061 0.0084 

     
     R-squared 0.228730     Mean dependent var 0.870272 

Adjusted R-squared 0.208784     S.D. dependent var 0.247181 

S.E. of regression 0.219869     Akaike info criterion -0.158809 

Sum squared resid 5.607691     Schwarz criterion -0.065893 

Log likelihood 13.52854     Hannan-Quinn criter. -0.121075 

F-statistic 11.46711     Durbin-Watson stat 1.732815 

Prob(F-statistic) 0.000001    

     
     Source: Eviews 10, 2022 

 

The regression table reveals a significant effect between Tobin Q and debt tax shield and firm size with 

probability below 5%. The estimate of this equation reveals a positive intercept which stands at 0.296817 and 

0.154160 respectively. While income effective tax had insignificant effect on Tobin Q. This implies that 

constant coefficient is when Tobin Q is zero, all the explanatory variables would stand at 2.132460.  

 

The test of goodness of fit reveals that the estimated relation has a good fit with the F statistics of 11.46711 

and a p-value of 0.000001 which is lower than 0.05 significant level. Moreover, the R2 stand at 22%, revealed 

that about 22% of total variations in Tobin Q is explained by debt tax shield, income effective tax and firm 

size; which reveals the joint significance of all estimated parameters in predicting the values of debt tax shield 

and firm size, are statistically significant. Debt tax shield and firm size was positive at 2.132460 and 0.154160 

and significant at 0.0016 and 0.0084 respectively, while income effective tax was positive with 0.000113 and 

insignificant at 0.4363. 

 

Discussion of Findings 

Based on the findings of the research, the study is consistent with the research of Adejumo and Sanyaolu 

(2020), Fagbemi, Olaniyi, and Ogundipe (2019). that income effective tax and financial performance is 
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insignificant, this implies Nigerian banks not been able to utilize the loopholes embedded in the Nigerian tax 

laws effectively and that majority of the entities are solely equity financed thus unable to enjoy the benefits of 

tax shield on debt interest. The result of significant effect of debt tax shield on Tobin Q was consistent with 

the works of Ogundajo and Onakoya (2016), it is an indication of tax shield on the interest payable to debt 

holders which is categorized as tax deductible expenses in Nigeria tax law.  

 

Conclusion and Recommendations 

The study examines the effect of corporate tax planning on financial performance on listed deposit money 

banks in Nigeria. In agreement with prior evidence from developed countries that show significant linkage 

between corporate tax planning and financial performance, the findings indicate that debt tax shield has 

significant effect on Tobin Q, also concluded that a unit increase in debt tax shield will have an increase on 

Tobin Q. Subsequently, income effective tax also has a insignificant effect on Tobin Q, a unit increase in 

income effective tax will decrease on Tobin Q. This study revealed based on the model that there is a positive 

and significant effect with debt tax shield and Tobin Q of listed deposit money banks during the period under 

study.  

 

Drawing from the research findings, the recommendations are proffered as follows: 

i. Government should engage in tax reforms whereby the income tax rate is to be adjusted from 24% 

to 20% given the fact that the income effective tax rate indicated an inverse significant effect on 

financial performance, so as banks can employ in more investment activities that can improve 

their firm value. 

ii. Banks should engage more in debt financing given the fact that it showed a significant effect on 

performance. Engaging in debt financing reduces a tax liability due to the fact that the interest 

paid on a debt is an allowable expense which reduces the chargeable profit. 
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APPENDIX 

 

Companies Debt 

Tax 

ShielD 

Income Effective 

Tax 

Firm Size Tobin Q_Performance 

Data 

Access Bank 0.6769 31.5467 8.9057 0.9544 

Access Bank 0.3839 29.1579 9.2119 0.9125 

Access Bank 0.5545 3.6432 9.2419 0.7627 

Access Bank 0.4748 -16.6652 9.2637 0.7517 

Access Bank 0.439 -17.2216 9.3231 0.7472 

Access Bank 0.3897 -12.2196 9.4135 0.7276 

Access Bank 0.3242 -20.9212 9.5421 0.7134 

Access Bank 0.3326 -22.5816 9.613 0.7155 

Access Bank 0.3297 -7.9531 9.695 0.7911 

Access Bank 0.3597 -15.4872 9.8541 0.8609 

Fidelity Bank 0.5907 29.3954 8.6827 0.8267 

Fidelity Bank 0.411 -1504.9689 8.868 0.7474 

Fidelity Bank 0.3727 -16.0429 8.9611 0.7675 

Fidelity Bank 0.3404 -14.4772 9.0339 0.7225 

Fidelity Bank 0.3195 -11.0796 9.0745 0.6762 

Fidelity Bank 0.3235 -0.8557 9.0905 0.7358 

Fidelity Bank 0.3319 -11.9971 9.1133 0.7164 

Fidelity Bank 0.3171 -7.1175 9.1396 0.7088 

Fidelity Bank 0.3632 -8.6213 9.2355 0.6973 

Fidelity Bank 0.2564 -6.3519 9.3251 0.7029 

First Bank Holding 1.5639 -23.6737 9.3627 1.0146 

First Bank Holding 0.3557 -48.0356 9.4564 0.8981 

First Bank Holding 0.3408 -18.372 9.5033 0.9282 

First Bank Holding 0.2657 -22.6699 9.5878 0.8616 

First Bank Holding 0.4987 -10.8146 9.6378 0.7916 

First Bank Holding 0.3282 -29.5835 9.6197 0.7334 

First Bank Holding 0.3147 -25.305 9.6755 0.7567 

First Bank Holding 0.3017 -15.9085 9.719 0.8082 

First Bank Holding 0.3164 -8.4916 9.7457 0.8386 

First Bank Holding 0.3712 -11.7029 9.7926 0.7637 

First City Monumental Bank 0.5568 12.0851 8.7313 0.9504 

First City Monumental Bank 0.5072 13.4726 8.7794 0.8368 

First City Monumental Bank 0.4549 -6.932 8.9583 0.7968 

First City Monumental Bank 0.3089 -12.0061 9.0036 0.7209 

First City Monumental Bank 0.3071 -7.5581 9.068 0.797 

First City Monumental Bank 0.3763 -38.7196 9.0643 0.7328 

First City Monumental Bank 0.3815 -11.7683 9.0692 0.7739 

First City Monumental Bank 0.4434 -17.9037 9.0742 0.7778 
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First City Monumental Bank 0.3869 -18.8196 9.1557 0.7686 

First City Monumental Bank 0.4023 -13.8752 9.2223 0.7677 

Guaranty Trust Bank 1.9248 -20.8627 9.0615 1.1546 

Guaranty Trust Bank 0.4996 -23.9481 9.2073 0.8843 

Guaranty Trust Bank 0.4642 -15.8608 9.2393 1.0543 

Guaranty Trust Bank 0.4811 -15.9371 9.3228 1.0594 

Guaranty Trust Bank 0.5158 -15.2002 9.3722 1.0403 

Guaranty Trust Bank 0.4989 -17.613 9.4022 0.9381 

Guaranty Trust Bank 0.4893 -19.8962 9.4937 0.9145 

Guaranty Trust Bank 0.4591 -14.8682 9.5252 0.9672 

Guaranty Trust Bank 0.5363 -14.3549 9.5168 0.9136 

Guaranty Trust Bank 0.6037 -15.0371 9.5751 0.8811 

Stanbic Ibtc Holding 1.0223 -30.1079 8.5849 1.2049 

Stanbic Ibtc Holding 0.7039 34.2668 8.7437 0.9428 

Stanbic Ibtc Holding 0.5038 13.3805 8.8305 0.9223 

Stanbic Ibtc Holding 0.6091 16.3728 8.8231 1.3304 

Stanbic Ibtc Holding 0.3705 19.9775 8.9752 1.3275 

Stanbic Ibtc Holding 0.3711 -20.126 8.972 0.8132 

Stanbic Ibtc Holding 0.4022 -23.3519 9.0226 0.7227 

Stanbic Ibtc Holding 0.3011 -20.9021 9.1419 0.8777 

Stanbic Ibtc Holding 0.2691 -15.555 9.2211 0.8771 

Stanbic Ibtc Holding 0.362 -17.4759 9.2733 0.8252 

Sterling Bank 0.5663 -1.8103 8.3678 0.9835 

Sterling Bank 0.3293 -22.4862 8.6656 0.7432 

Sterling Bank 0.4812 7.2818 8.7272 0.7706 

Sterling Bank 0.4182 11.1204 8.8091 0.8376 

Sterling Bank 0.3808 16.2171 8.9162 0.7891 

Sterling Bank 0.4834 -6.5696 8.9028 0.8014 

Sterling Bank 0.503 -13.9589 8.9213 0.7942 

Sterling Bank 0.4659 -0.9877 9.0303 0.8186 

Sterling Bank 0.5195 -2.8559 9.0425 0.8542 

Sterling Bank 0.6681 -0.6559 9.0729 0.8154 

Union Bank Of Nig 0.4967 192.0722 9.0479 1.1301 

Union Bank Of Nig 0.5318 -23.3396 9.0231 0.7133 

Union Bank Of Nig 0.4794 -18.5982 9.0141 0.704 

Union Bank Of Nig 0.3113 18.1482 9.0012 0.8643 

Union Bank Of Nig 0.3281 -1.5164 9.004 0.8016 

Union Bank Of Nig 0.3807 -3.8222 9.0199 0.8001 

Union Bank Of Nig 0.3916 -2.2049 9.0978 0.7488 

Union Bank Of Nig 0.4148 -5.8702 9.163 0.701 

Union Bank Of Nig 0.477 -1.9509 9.1655 0.7977 

Union Bank Of Nig 0.4128 -1.924 9.2724 0.7875 

United Bank For Africa 0.6995 81.4228 9.1578 0.9547 
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United Bank For Africa 0.5934 -67.4248 9.2478 0.713 

United Bank For Africa 0.5233 -1.0248 9.3182 0.6322 

United Bank For Africa 0.2335 -16.87 9.422 0.7291 

United Bank For Africa 0.2076 -14.7562 9.4413 0.6577 

United Bank For Africa 0.2895 -12.8553 9.4397 0.6813 

United Bank For Africa 0.2468 -20.2754 9.5446 0.6987 

United Bank For Africa 0.248 -25.3401 9.6095 0.7358 

United Bank For Africa 0.2423 -26.3745 9.6875 0.7002 

United Bank For Africa 0.2764 -19.9466 9.7485 0.6878 

Unity Bank 0.8902 6.8781 8.417 0.9183 

Unity Bank 1.0263 22.0906 8.4164 0.7995 

Unity Bank 0.854 4.2849 8.5369 0.7866 

Unity Bank 0.7182 -32.8693 8.606 0.9565 

Unity Bank 0.6326 -21.6059 8.6163 0.9404 

Unity Bank 0.5076 100.1632 8.6467 0.8475 

Unity Bank 0.3896 20.2247 8.6926 0.7406 

Unity Bank 1.1483 4.7419 8.1945 2.5508 

Unity Bank 0.5841 -10.0364 8.3729 2.0481 

Unity Bank 0.583 -7.1091 8.4669 1.9286 

Wema Bank 0.9824 32.8258 8.3037 0.9576 

Wema Bank 1.2015 -12.1725 8.3322 0.8906 

Wema Bank 0.7038 -1.9914 8.3881 0.94 

Wema Bank 0.4879 -18.0134 8.4616 0.8247 

Wema Bank 0.57 -23.3196 8.5827 0.8461 

Wema Bank 0.5671 -23.5839 8.5985 0.7938 

Wema Bank 0.5444 -21.0951 8.6274 0.9115 

Wema Bank 0.5972 -25.1221 8.589 0.9181 

Wema Bank 0.5365 -30.6665 8.6891 0.8594 

Wema Bank 0.4633 -23.078 8.8548 0.8707 

Zenith Bank 0.7941 -25.2109 9.1851 0.9793 

Zenith Bank 0.6513 -27.7817 9.2861 0.8798 

Zenith Bank 0.4813 -3.4466 9.3307 0.9158 

Zenith Bank 0.4069 -13.815 9.4206 0.8424 

Zenith Bank 0.2614 -16.9797 9.5746 0.8063 

Zenith Bank 0.2602 -15.8841 9.6028 0.7717 

Zenith Bank 0.2345 -17.2863 9.6758 0.8079 

Zenith Bank 0.2513 -12.5469 9.7478 0.8258 

Zenith Bank 0.3198 -16.5142 9.7749 0.8243 

Zenith Bank 0.3862 -14.1602 9.8026 0.7961 

Source: Annual Financial Reports of Listed DMBs 

 


