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Abstract
This study investigates the impact of financial risks, specifically credit risk,
operational risk, and market risk on the profitability of listed Deposit Money Banks
(DMBs) in Nigeria over the period 2014-2023. Using fixed-effects panel regression
on data from 10 listed DMBs, the study examines the effects of three risk-weighted
ratios: credit risk, operation risk and market risk (CRTWR, ORTWR, MRTWR) and
a risk-adjusted spread ratio (RISASR) on Earnings Per Share (EPS), Return on
Assets (ROA), and Return on Equity (ROE), while controlling for bank size (BSIZE).
Results reveal that credit risk (CRTWR) exerts a significant positive effect on all
profitability metrics, suggesting that Basel Ill-compliant capital allocation
enhances financial performance. Operational risk (ORTWR) consistently reduces
profitability across all measures, reflecting the adverse impact of fraud and IT
failures in Nigeria's digitally evolving banking sector. Market risk (MRTWR) shows
only marginal significance for EPS, with no significant effect on ROA or ROE,
indicative of effective hedging practices. RISASR is insignificant across all models.
Bank size (BSIZE) positively moderates profitability, confirming economies of scale
advantages. The findings have important implications for bank managers,
regulators, and the Central Bank of Nigeria (CBN) in designing risk-sensitive capital
and operational frameworks.
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1. Introduction
Deposit Money Banks (DMBs) occupy a central position in Nigeria's financial

architecture, channeling funds from surplus to deficit economic units and driving
broader macroeconomic growth (Ozigbo & Sylvester, 2022). Their operations,
however, remain persistently exposed to three principal categories of financial risk:
credit risk, operational risk, and market risk. When inadequately managed, these risks
erode performance metrics and undermine systemic stability (Basel Committee on
Banking Supervision [BCBS], 2006). Against the backdrop of Nigeria's volatile
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