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ABSTRACT
This project was designed to investigate the role of financial reporting in investment decision
making. This was triggered off by an unprecedented line up of corporate failures throughout the
globe. This research is a critical investigation on the degree of reliance of the financial statements
by Banks in making decisions. The study employed survey research design by which data were
generated by means the researcher administered questionnaire on the staff of Access Bank
branches. The descriptive statistics and percentage analysis were used for the data analysis and
the hypotheses were tested using t-test statistic. The statistical package for social sciences (SPSS)
software version 17.0 was employed in the analysis of data and test of hypotheses: There is
significance extent to which Financial Statements are used to be relied upon in investment decision
making tcal 74.500 > tcritical 6.314 at 5% level of significance. It also showed that financial
statements are useful for forecasting bank’s performance (tcal (17.306) > tcritical (2.353). at 5%
level of significance). The results of the analysis also indicated that financial statement determines
the profitability of a bank (tcal (16.590) > tcritical (2.353). 5% level of significance) and another
hypothesis indicated that new investors are projected by financial statement (tcal 4.592 > tcritical
2.5323; at 5% level of significance). The research was concluded based on the findings that
financial statement plays a vital role in investment decision making and recommends that no
investment decision should be taken without the consideration of a company’s financial

Statements.
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INTRODUCTION

Financial report is a formal and comprehensive statement describing financial activities of a
business organisation such as the banks. For such a business entity, financial report is a
statement that reports all relevant financial information, presented in a structured manner and
in a form easy to understand for managerial use for taking prompt and informed decision
making related to investment (IASB, 2007a) in (Afolabi, 2013) and also to decision making
pertaining to production planning, investment planning, expected returns and performance

evaluation.

Financial reporting is the process of communicating economic information to the
stakeholders, management, shareholders, public, etc. to facilitate informed judgement and
decision making. It deals with the presentation of financial and other relevant statements to
show the extent to which the objectives of the organisation have been achieved. It is a statement
prepared by the directors of an organisation showing how well they have been able to manage
the resources entrusted to them by the owners (shareholders) of the business. Financial reports
are means through which the strengths and weakness of an organisation can be ascertained at a

glance.

They are instruments without which certain operational decisions cannot be made,
especially those that deal with investment, expenditure and assets management (Better 1998;
Meigns 1998; Whittington 1998). Financial reporting entails the preparation and presentation
of both financial and non-financial information by the organisation for effective planning and
reliable decisions. However, the ultimate aim of financial reporting is to provide information
that may be useful enough for evaluating management effectiveness in utilising resources under
its control to satisfy its users’ needs. Financial reports are used by investors and creditors in
deciding where to in- vest their limited resources in a particular organisation or not (Akintoye

2002). However, in order to have an effective financial report for planning and decision-making,
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financial managers must have an analytical knowledge of the instruments used for their

decision making. (Peter, 2013).

The financial reports comprises of balance sheet (for determining financial position),
profit and loss statement (describes statement of comprehensive income), statement of equity
changes (explain the changes of the bank’s equity), and cash flow statements (reports on a
bank’s cash flow activities, particularly its operating, investing and financing activities).
Although, these statements are often complex and may include an extensive set of notes to the
financial reports and explanation of financial policies and management discussion and analysis

(IASB, 2007b).

The notes typically describe each item on the balance sheet, income statement and cash
flow statement in further detail. Notes to financial reports are considered an integral part of the
financial statements. However, the approaches that the notes and financial statement are
presented and reported are critically for investment decision making by existing and

prospective investors in order to earn optimal returns on their investments.

This indicates that financial reporting methods in terms of information disclosure
pattern, transparency, auditing, reporting standards, regulatory control and flexibility,
corporate governance, and financial scandals have influence on investment decision making in
any organisation, especially in corporate organizations with extensive range of investment
activities that requires comprehensive financial facts that can be obtained from a financial

statement.

The perceived relevance of the financial report is to provide information about the
financial position, performance and changes in financial position of a firm that is useful to a
wide range of users in making management and investment decisions. These users include
managers, directors, employees, prospective investors, financial institutions, government
regulatory agencies, media, vendors and general public. Though, these financial reports are

often prepared according to national standards, corporate governance, professional ethics, and
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code of ethics. This to avoid financial reporting fraud and scandals that might hinders effective
decision making process by management and other users of reports. The purpose of ethics in
financial accounting reporting with expected standards is to re-orientate corporate organization
on the need to abide by a code of conduct that facilitates public confidence in their services
(Okafor, 2006). In Nigeria, it has become common practice by banks to adopt creative
accounting in anticipation of sourcing for equity capital from the capital firms. Although this
approach in financial reporting process often lead to over-valuation of assets and bank’s net
worth in the views of prospective shareholders and other stake holders. In Okoye and Alao
(2008) view, “creating accounting is the transformation of financial accounting figures from
what they actually are to what preparers desire by taking advantage of the existing rules and/or
ignoring some or all of them". Also, another perceived problem of financial reporting disclosure
is the non-compliance to industry corporate governance, ethics, and regulatory standards which
is prevalent in the corporate organization of Nigeria. The over-statements are directly traceable
to those systems abuses, violation of regulatory standards, in particular, deliberate breaches of
our accounting systems and controls. On the basis of the foregoing, this study examines the role

of financial reporting on investment decision making in access bank of Nigerian banks.

STATEMENT OF THE PROBLEM

It is observed that the role of financial statements in investment decision making in
Nigeria has some problems to both investors and managers of business organizations who are
either not aware of the importance of interdependence relationship that exist between

investors and business organizations. Such problems include;

i. How analytical tools are set to aid prospective investors in accessing the financial
position of the corporate organization.
ii. Evaluation of performance of a bank in investment decision making.

iii. How to determine the profitability of a bank.
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The above listed problems are the problems to look into in this research work. The
problems analyzed tend to scare away both existing and potential investors. The reason of this
study is to adequately look into the above problems and suggest possible solution to any of
them. Nevertheless this research will find possible key factors to solving these problems
because financial statement in investment decision making in Nigeria is the life blood of every

organization to the potential investor.

OBJECTIVE OF THE STUDY

The main objective of this study is to re-establish the role of financial reporting in ensuring
managerial effectiveness in organisational planning and decision-making. The specific

objectives therefore include the following:

i.  To examine how a set of analytical tools will aid prospective investors in assessing the
financial position of the corporate organization.
ii.  To evaluate the performance of a company for investment decision making.
iii. =~ To determine the profitability of the company.
iv.  To appraise the fundamental use of financial statement information, this is to provide
information for investment decision making.
v.  To acquaint ourselves with relevance of financial reporting in financial management of

organisations;

RESEARCH HYPOTHESES

Hypothesis according to the English dictionary is an unproved theory, proposition sent
forth as an explanation of something, often as the basis for further investigation. Hypothesis is
the guides for the investigators in the entire process of research endeavour and they keep the
researcher on the main line of the study, in this research, the following hypothesis are

formulated for the study;

Ho: financial statements are not used to be relied upon in investment decision making in a bank.
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Hi: financial statements are used to be relied upon in investment decision making in a bank.
Ho: financial statements are not useful for forecasting bank’s performance.

H»: financial statements are useful for forecasting bank’s performance.

Ho: financial statement does not determine the profitability of a bank.

Hs: financial statement determines the profitability of a bank.

Ho: financial statement does not project new investors.

Ha4: new investors are projected by financial statement.

SIGNIFICANCE OF THE STUDY

This study will be of immense benefit to banks by improving the banking performance,
financial analysts, investors, companies and financial organizations. This is because the study
intends to help these stockholders in decision making. The study will help in widening
knowledge financial statement in investment decision making, it will also make the organization
to appreciate the importance of sound financial statement in the provision of information
necessary for decision making. It will review the improvement in the organization handling the
financial statement and show equally the ways through which improvement could be
accomplished finally this research will equally serve as a reference to students in this noble
institution and other school who may be interested to embark on a further research study of
this nature and above all, report of this study shall definitely add to existing knowledge in

research methodology.

SCOPE OF THE STUDY

This study will be limited to a geographical entity known as Nigeria and specifically
access bank plc Kano and Katsina branches. The research would cover many banks but the

researcher is conscious with time constraints and finance.
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LIMITATION OF THE STUDY

There are some limitations encountered by the researcher in the process of this research which

limited the scope to only access bank plc branches, some of the limitations are as follows;

i. Uncooperative attitudes of the respondents; the researcher could not get some
necessary information from the respondents because of their negative attitude in
their response to the oral interview with the bank officials and the questionnaires.

ii. Time constraints; despite the time provided, it was not still enough for the
researcher to go to all the relevant places like banks and bank etc to get relevant
information and due to the combination of project and academics work.

iii. Financial constraints; financial constraints is also another factor that limited the
researcher to go to many branches of access bank and even other banks and

organizations.

The researcher lacked finance for transportation, electronic library etc. and as such was

limited to only five branches, of access bank plc.

LITERATURE REVIEW

INTRODUCTION

Financial Statements have been widely defined in the extant literature by scholars and experts.
Financial statements consists the basic statement of accounts used to convey the quantitative
information of financial nature about a business to shareholders, creditors and others
interested in the reporting company’s financial condition, result of operation uses and sources
of funds (Companies and Allied Matters Act 1990 CAMA). Also defines financial statements as
reliable financial information about the economic resource and obligations of a business

enterprise (Nwoha, 1998).

Financial statement is defined as financial information which is the information relating to

financial position of any firm in a capsule form (Gavtam, 2005:215). Financial statement was
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defined as a written report that summarizes the financial status of an organization for a stated
period of time. It includes an income statement and balance sheet or statement of the financial
position describing the flow of resources, profit and loss and the distribution or retention of
profit (J.A Ohison, 1999).

The basic contents of financial statements include the following:

+« Balance Sheet: This is a statement showing the financial position of an enterprise by

summarising the assets, liabilities and owners’ equity during a given period.

« Profit and Loss: This presents the company’s revenue and expenditure for a product. It
equally shows the profit or loss generated from the business during a given period of

time Ekong (2001).

+» Cash Flow Statement: This is a statement showing the flow of cash (that is, cash receipt

and payment) in the organisation for a particular period of time.

% Notes to the Account: These are usually explanatory notes to the accounts to give

reasons for the figures and information contained in financial statements.

+ Value Added Statement: This one report the wealth presented by the company
employees, etc. and the distribution of such wealth to pay for all expenditure incurred

by it during the period under review.

Y/

+ Historical Financial Summary: This enables an instant comparison over a period,
usually five years. It provides vital information about an organisation with regards to its
turnover, profit before and after taxation, dividends, asset employed, issued and paid-up

capital and reserves (Meigns 2001).

(Hall 1998). Considered Financial Reporting; is a written message presented on sheets of paper
is known as a report Literarily, financial report is written financial information signed, sealed
and delivered. It also consider as the process of communicating financial information to

decision-makers. It provides information useful for making investment decisions. Its disclosure
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provides both quantitative and qualitative information for its user’s effective use and reliable

decisions (Meigns, 1998).

FINANCIAL REPORT AND DECISION-MAKING

Decision-making is one of the functions of management amongst many other functions that are
undertaken by the management of an organisation (Pandey 2000). It is the key to financial
managers’ success and is very crucial for any business. Managers constantly take actions that
affect the firms. For example, the introduction of new products a very important decision to
make. Therefore, financial reporting is crucial to decision-makers to make decision on
investment, credit policy, marketing strategies, financial, and similar decisions (Kaurdi 1999).
Decisions are made out of available information; hence, financial reports should be made

available to users periodically.

Meigs and Meigs (1993), financial statements are the principal means of reporting general-
purpose financial information to users. There are several users of managers, investors,
suppliers, customers, lenders, employee, government and the general public who have vested
interest in these financial statements (Glautier and Underdown, 1997, Lewis and Pendrill, 2000;
Werner and Jones, 2003; Sutton, 2004; Elliot and Elliot, 2005; IASB, 2006).

The accounting data presented in the financial statements must be relevant and meaningful to
the user (Omoleyinwa, 2000). A model of the conceptual view as adopted from Adebimpe
(2009).

Michael, (2013) in his critical investigation on the degree of reliance of the published financial
statements by corporate investors. He employed survey research design by which data were
generated by means of questionnaire administered on one hundred and fifty corporate
investors and senior management officials of the selected banks. The descriptive statistics and
percentage analysis were used for the data analysis and the hypotheses were tested using t test
statistic. The results reveal that one of the primary responsibilities of management to the

investors is to give a standardized financial statement evaluated and authenticated by a

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

29



IURFM Volume 6, Issue 4 (April, 2016) (ISSN 2231-5985)
International Journal of Research in Finance and Marketing (IMPACT FACTOR —5.861)

qualified auditor or financial experts. It also showed that investors do understand the financial
statement well before making investment decisions. The results of the analysis also indicated
that investors depend heavily on the credibility of auditors/financial expert approval of
financial statement in making investment decisions and as such published financial statement is
very important in the investors’ decision making.

(Duru, 2012) in his research on the relevance of financial reporting in making appropriate
decision by small firms in Enugu state. He found that most small firms do not use financial
statememt report in making any decision in Enugu.

Amedu (2014) in her research project on the impact of financial statement in decision making in
manufacturing company in Niger. She found the financial statement not significance in making
decision by manufacturing company in Nigeria.

Similar studies conducted by Barber and Brad, (2006) they found that the generally financial
statements have failed in its responsibility of provide credible information for investors and
other users of financial statements in Anambra.

Popoola, etal (2014), investigated published financial statement as correlate of investment
decision among commercial bank stakeholders in Nigeria. A correlation research design was
used in their study. 180 users of published financial statement were purposively sampled from
Lagos and Ibadan. Data generated were analyzed using Pearson correlation and regression. The
findings of their study revealed that, balance sheet is negatively related with investment
decision, while income statement, notes on the account, cash flow statement, value added
statement and five year financial summary are positively related with investment decision
making. Their findings also revealed that components of published financial statement
significantly predicted good investment decision making for commercial bank stakeholders
Mercy (2014) corporate organizations owe a duty to fully disclose matters concerning their
operations so as to aid investors in making investment decisions because Investment decision
makers rely on information obtained from financial statements to predict future rates of return.

Without the financial statement, there will be a problem of how to determine the profit of a
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company, and evaluation of performance of a company. The general objective was to ascertain
the role of financial statement in investment decision making. The study was based on survey
and questionnaire used to gather the information. He discovered from the test of hypotheses
that financial statement is relied upon in investment decision making and financial statements
are useful for forecasting company’s performance.

Otley (2012) argues that financial statement is an important part of the fabric of organizational
life and the need to be evaluated in their wider managerial, organizational and environmental
context. Therefore the effectiveness of financial report not only depends on the purposes of
such systems but also depends on contingency factors of each organization.

Barber and Brad (2006) Financial statements are said to be effective when the information
provided by them serves widely the requirements of the users. Effective financial statement
should systematically provide information which has a potential effective on investment
decision making by the prospective investors. Camejo, Pedro and Geeta Aiyer (2011) discover
that the perception of investors about a company’s ability affects the market prices of the
company’s security relative to others in the industry. Financial statement can only be useful if
they are well understood published financial statement is the information source that is most
directly related to the items of interest to both existing and potential investors.

According to Onyekwelu (2010), the satisfaction of the needs of the various users of accounting
information as contained in the annual report can be accepted as the objective of financial
statement. This objective of information is emphasized by the various accounting principles
because investors and creditors use them in making rational investment and credit decisions.
Financial statement fairly represents the business and economic situation of a country, which if
studied carefully can lead to the achievement of some financial and economic goals. For
instance, the balance sheet provides the observant with a clear picture, of the financial condition
of the company as a whole. It lists in detail the tangible and intangible assets that the company

owns and owes, while the profit and loss accounts summaries the income and expenditure of a

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

31



IURFM Volume 6, Issue 4 (April, 2016) (ISSN 2231-5985)
International Journal of Research in Finance and Marketing (IMPACT FACTOR —5.861)

company in a given period of time. It shows the result of operation during these accounting
periods.

Also, Kabir and Kawu (2010) explained that through the use of financial reports that users can
assess the project of receiving cash as divided or interest and proceeds from sales, exemption or
maturing securities or loans for instance, cash flow statement shows how cash is predicted to
move around at a particular given period of time. It is useful for planning future expense. It
shows whether or not there will be enough cash to carry out the planned activities and whether
or not the cash coming in will be enough to cover the expenses. It is useful in the determination
of the company’s liquidity in a given period of time.

Aroh, etal (2011), one of the most important purpose of the annual report is to get the
shareholders informed about the financial status of his company, especially as to its income and
financial position. The usefulness of financial reports to investors is to assist them to assess the
ability of an enterprise to pay divided and interest when due while to the potential investors,
published financial statement is used to decide on the type of security to invest in or which
company to invest in. Conclusively, financial reports of accompany should provide information
about the economic resources of a company, which are the sources of prospective cash inflows
to the company. It should also provide its obligation to transfer economic resources to others
which are the source of prospective cash outflow from the company and its earnings which are
the financial results of its operation.

Other studies have tested, where after conditioning on several state variables of decisions
making, they showed that financial reporting (usually cash flow or in general measures of
liquidity) affect investment decision (Fazzari et. al,, 1988; Oliner and Rudebusch, 1992; Whited,
1992; Schaller, 1993; Bond and Meghir, 1994; Hubbard et. al, 1995; Goergen and Renneboog,
2001; Vijverberg, 2004). Much of this literature has followed Fazzari et.al. (1988) in reported
that the decisions making of more financially constrained firms exhibit higher sensitivity to

liquidity when compared to less financial constrained firms.
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Other firm characteristics may also assist in identifying financially constrained firms. For
instance, it would not be hard to defend the argument that the severity of informational
asymmetries decreases with firm age, since young firms neither possess a sound nor a long
track financial record. Evidence for that was provided by Oliner and Rudebusch (2002) who,
having studied US listed firms, found that investment decision is more closely related to cash
flow for firms facing relatively more severe asymmetries of information and in most cases, these
firms tend to be young.

Osuala, Ugwumbaand, and Osuji (2012), investigated the effect of information content of
financial statements on shareholders’ investment decisions. The study is vital as it portrays the
extent to which shareholders of firms listed on the corporate organisation are influenced by the
contents of financial report in their investment decisions. The findings generally indicate that
shareholders in the Nigerian corporate organisations do not rely much on financial statements
as a major determining factor for their investment decisions. They observed that other factors
or variables outside firms’ annual reports such as regularity of dividend payment and market

price of shares are vital to shareholders their investment decisions.

Peter, (2013) focuses on evaluation of financial reports being instruments for effective
managerial planning and decision-making. The objective of his study was to re-establish the
relevance of financial reporting in organisational management. In order to achieve this, the
researcher administered questionnaire on the staff of WEMA Bank branches in the Western
States of Nigeria. The result of the study indicates that financial reporting, as a device for
disclosure of organisation’s financial dealings can eliminate some problems, resulting from

inappropriate planning and decisions.

Siegel (1982) “Quality appears to be an important attribute of accounting information. However,
accounting quality is neither a readily measurable nor a generally agreed upon characteristic of
a firm.” Ten years later, Imhoff (1992) recognized the importance of Siegel’s citation and added
that accounting quality as a term is used to suggest that all accounting signals may not be

equally free of noise due to bias or measurement error or both. From this definition it can be
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derived that accounting quality descents from accounting signals, which can be traced back

from financial reports. It is worth noting that in this study accounting

Adebayo, etal (2013), Soderstrom and Sun (2007) and (Ball et al., 2000), examine the impact of
Financial reporting in assisting organizations in making sound and effective investment
decision. The major source of data to their research was primary data through the
administration of questionnaires. Regression analysis and Karl Pearson’s correlation was used
for the data analysis. Their findings shown that financial reporting is an indispensable tool in
investment decision making in today’s turbulent world. Organizations are however, advised to
keep proper records on their finances as it improve their efficiency, effectiveness and their

overall performance.

RESEARCH METHODOLOGY

This study was designed to carry out an investigation into the impact of financial reporting in an
investment decision making. Data were collected from primary sources. The data was collected
through questionnaires administered on the staff of Access Bank branches in Katsina and Kano

State.

RESEARCH DESIGN

This study was basically a survey research and therefore required the use of survey method of
investigation. In this survey research, a questionnaire is designed to gather information relevant
to this project topic. The questionnaire has option Strongly Agree, Agree Undecided, Disagree

and Strongly Disagree.

POPULATION OF THE STUDY

The population for this study was all staff members of Access Bank branches in Katsina and

Kano States.
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SAMPLE SIZE AND SAMPLE TECHNIQUE

The sample size of the study consists of 150 staff members of Access Bank who were randomly

selected among the total population.

INSTRUMENTS FOR DATA COLLECTION

The researcher made use of the following instrument in obtaining the needed information;

@,

#* Questionnaire

Through the help of these instruments, it was possible for the research to get the necessary

information from the respondents.

SOURCES OF DATA COLLECTION

This refers to where the information originates. In carrying out this study, the researcher made

uses of primary sources of data.

METHODS OF DATA COLLECTION

This is the technique used by the researcher to obtain data for analysis. The researcher used
questionnaire and personal observation. Formulated questions relevant to the subject matter
were used and printed with instructions to guide the respondents and enable them express

their opinion.

METHOD OF DATA PRESENTATION AND ANALYSIS

The tools used in analyzing the data include; tables, frequency and simple percentage method
and t-test statistic. These tools made it possible for the researcher to make proper analysis of
the data which were collected during the course of carrying out the study. The methods are as

follows;
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VALIDITY OF INSTRUMENT USED

The validity of the instruments used in this research work where highly controlled by the
researcher. There is clear information as how to complete the questionnaire by the respondents

and the researcher personally administered and collected them to ensure high rate of turn.

RELIABILITY OF THE INSTRUMENT USED

The truthfulness of the instrument used in collecting data cannot be defined. This is because
analysis relied on future researchers. Reliability of instrument can be based on the statistical
roll employed as used for data analysis. Questionnaires were tested by an accountant who
makes it reliable and they assist the researcher in achieving the aims and objective of the

research questions and hypothesis which are also to be tested.

DATA PRESENTATION

This chapter presents the analysis of answers to the questions in the questionnaires
administered to the respondents. The use of table will be used or adopted to clearly show the
responses obtained in each question of the questionnaires and the research hypothesis from
chapter one will be used to test hypothesis guiding the study through the use of percentages and

t-test statistic techniques.

DATA ANALYSIS

Data were presented on the table 1-13 below, out of 150 questionnaires distributed to the
respondents, a total of 150 were returned and completed. Therefore, the totals of 150
questionnaires were used for the analysis and it took the duration of one month for the
administration of the questionnaires. The below table shows the distribution of the

questionnaires .
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Decision Rule

If mean < 2.5, the respondents agree

If mean = 2.5, the respondents disagree

Question One: Financial reporting has any impact on investment decision making in your

bank?

Table 4.2.1 Responses and Percentage on whether financial reporting has any impact on

investment decision making.

Options SA (%) | A(%) U (%) | D(%) | S.D (%) Mean | Std. Dev.
Number of responses 92 48 4 4 2 1.51 0.79
Percentage % 61.3% | 32% 2.7 2.7 1.3

Source: field survey 2016

In other to the determining whether financial reporting has any impact on investment decision
making in your bank, responses in Table 4.2.1 shows that 92(61.3%) respondents strongly
agreed, 48(32%) respondents agreed, 4(2.7%) respondents being undecided, 4(2.7%)
respondents strongly disagree and 2(1.3%) respondents and a mean of 1.51 strongly disagree

that financial reporting has any impact on investment decision making.

Question two: Does the financial reporting reveal the competence of management of the

company?
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Table 4.2.2 Responses and Percentage on whether financial reporting that reveals the

competence of management of the company

Options SA (%) | A(%) U(%) | D (%) |S.D (%) Mean | Std. Dev.
Number of responses 80 70 0 0 0 1.47 0.50
Percentage % 53.3 46.7 0 0 0

Source: field survey 2016

Table 4.2.1 shows that 80(53.3%) respondents strongly agreed, 70(46.7%) respondents agreed,
0(0%) respondents being undecided, 0(0%) respondents strongly disagree and 0(0%)
respondents and a mean of 1.47 strongly disagree that financial reporting reveal the

competence of management of the company,.

Question three: [s it appropriate to believe in the ability of past financial reporting in

forecasting future performance?

Table 4.2.3 Response and Percentage on appropriate to believe in the ability of past

financial reporting in forecasting future performance

Options SA (%) | A(%) U(%) | D(%) | S.D (%) Mean | Std. Dev.
Number of responses 120 22 4 2 2 1.29 0.71
Percentage % 80.0 14.7 2.7 1.3 1.3

Source: field survey 2016

In other to the determining whether it is appropriate to believe in the ability of past financial
reporting in forecasting future performance, responses to question Table 4.2.3 shows that 120
respondents representing (80%) strongly agree, 22 representing (14.7%) of the respondents
agreed, while 4 representing (2.7%) of the respondents are undecided and 2(1.3%)

respondents disagree while 2(1.3%) strongly disagree and a mean 0f 1.29 of the respondents
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that it is appropriate to believe in the ability of past financial reporting in forecasting future

performance

Question Four: Is there any relationship between financial reporting and investment decision

making?

Table 4.2.4: Responses and Percentage on the relation between financial reporting and

investment decision making

Options SA (%) | A(%) U(%) | D (%) |S.D (%) Mean | Std. Dev.
Number of responses 75 60 5 5 5 1.70 0.94
Percentage % 50.0 40.0 3.3 3.3 3.3

Source: field Survey 2016

Table 4.2.3 shows that 75 respondents representing (50%) strongly agree, 60 representing
(40%) of the respondents agreed, while 5 representing (3.3%) of the respondents are
undecided and 5(3.3%) respondents disagree while 5(3.3%) strongly disagree and a mean of
1.70 of the respondents that Is there any relationship between financial reporting and

investment decision making.

Question Five: Does the state of the financial reporting influence the investors to buy shares

from the company?

Table 4.2.5: Responses and Percentage on whether financial reporting influence the

investors to buy shares from the company

Options SA (%) | A(%) U(%) | D(%) | S.D (%) Mean | Std. Dev.
Number of responses 100 40 5 0 5 1.43 0.72
Percentage % 66.7 26.7 3.33 0.0 3.3

Source: field survey 2016
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Table 4.2.5 shows that 100 respondents representing (66.7%) agreed, 40 representing (26.7%)
of the respondents disagree, 5 respondents representing (3.33%) were not decided, 0(0%)
disagree and 5 respondents representing (3.3%) strongly disagree and a mean of 1.43 agreed
that financial reporting influence the investors to buy shares from the company, responses to
question

Question Six: Does the financial reporting of your Bank predict the future financial stand of
your Bank?

Table 4.2.6: Responses and Percentage on whether financial reporting of a company

predict the future financial stand of a company

Options SA (%) | A(%) U(%) | D(%) | S.D (%) Mean Std. Dev.
Number of responses 120 22 4 2 2 1.29 0.72
Percentage % 80% 14.7% | 2.7 13% | 1.3%

Source: field survey 2016

Table 4.2.6 shows that 120 respondents representing (80%) strongly agree, 22 respondents
representing (14.7%) of the respondents agree, 4 respondents representing (1.3%) were not
decided while 2 and 2 representing (1.3%) and (1.3%) disagree and strongly disagree
respectively and a mean of 1.29 that financial reporting of a company predict the future

financial stand of a company

Question Seven: Does the financial reporting affords users the opportunity of using funds flow

analysis?
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Table 4.2.7: Responses and Percentage on whether financial reporting affords users the

opportunity of using funds flow analysis

Options SA (%) | A(%) U (%) D (%) | S.D (%) Mean Std. Dev.
Number of responses 92 48 4 4 4 1.51 0.79
Percentage % 61.3 32.0 2.7 2.7 2.7

Source: field survey 2016

In other to the determining whether financial reporting affords users the opportunity of using
funds flow analysis, responses to question Table 4.2.7 shows that 92 respondents representing
(61.3%) strongly agree, 48(32.0%) agree, 4(2.7%) undecided, 4 representing (2.7%) of the
respondents disagree, while 4 representing (2.7 %) of the respondents were strongly disagree
agree and a mean of 1.51 of the respondents that financial reporting affords users the

opportunity of using funds flow analysis.

Question Eight: Does financial reporting help users to know the state of affairs of the Banks?

Table 4.2.8 Responses and Percentage on whether financial reporting help users to know

the state of affairs of the Banks

Options SA (%) |A(%) U(%) | D (%) | S.D (%) Mean Std. Dev.
Number of responses 75 60 5 5 5 1.70 0.94
Percentage % 80 40 3.3 3.3 3.3

Source: field survey 2016

Table 4.2.8 shows that 75(80%) respondents strongly agreed, 60(40%) respondents agreed,
5(3.3%) respondents being undecided, 5(3.3%) respondents strongly disagree and 5(3.3%)
respondents and a mean of 1.70 of the respondents that financial reporting help users to know

the state of affairs of the Banks.
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Question Nine: Does the cash flow on investment serve as a tool on investment decision n your

bank?

Table 4.2.9: Responses and Percentage on whether cash flow on investment serves as a

tool on investment decision in your bank

Options SA (%) | A(%) U(%) | D(%) | SD (%) Mean Std. Dev.
Number of responses 75 60 8 5 5 1.66 0.83
Percentage % 60 40 5.4 3.3 1.3

Source: field survey 2016

Table 4.2.9 shows that 75(60%) respondents strongly agreed, 60(40%) respondents agreed,
8(5.4%) respondents being undecided, 5(3.3%) respondents strongly disagree and 5(3.3%)
respondents and a mean of 1.66 of the respondents that cash flow on investment serve as a tool

on investment decision, responses to question.

Question Ten: Is the present value the only tool used for investment decision

Table 4.2.10 : Responses and Percentage on whether the present value the only tool used

for investment decision

Options SA (%) | A(%) U (%) | D (%) S.D (%) Mean Std. Dev.
Number of responses 100 40 5 0 5 1.43 0.72
Percentage % 66.7 26.7 3.33 0 3.33

Source: field survey 2016

Table 4.2.10 shows that 100(66.7%) respondents strongly agreed, 40(26.7%) respondents
agreed, 5(3.33%) respondents being undecided, 0(0%) respondents strongly disagree and
5(3.3%) respondents and a mean of 1.43 of the respondents that present value the only tool

used for investment decision.
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Question Eleven: Do your bank apply ratio analysis for making investment decision?

Table 4.2.11:

making investment decision

Responses and Percentage on whether bank apply ratio analysis for

Options SA(%) |A(%) |U(%) | D (%) | S.D (%) Mean Std. Dev.
Number of responses 95 36 10 6 3 1.58 0.84
Percentage % 63.3 24 6.7 4 2

Source: field survey 2016

Table 4.2.11 shows that 95(63.3%) respondents strongly agreed, 36(24%) respondents agreed,
10(6.7%) respondents being undecided, 6(4%) respondents strongly disagree and 3(2%)
respondents and a mean of 1.58 of the respondents that bank apply ratio analysis for making
investment decision.

Question Twelve: Does introduction of ratio analysis aid investors in utilizing financial
statement?

Table 4.2.12: Responses and Percentage on whether introduction of ratio analysis aid

investors in utilizing financial statement

Options SA(%) |A(%) | U(%) D (%) | S.D (%) Mean Std. Dev.
Number of responses 55 56 17 11 11 211 1.19
Percentage % 36.7 37.3 11.3 7.3 7.3

Source: field survey 2016

Table 4.2.12 shows that 55(36.7%) respondents strongly agreed, 56(37.3%) respondents
agreed, 17(11.3%) respondents being undecided, 11(7.3%) respondents strongly disagree and
11(7.3%) respondents and a mean of 2.11 of the respondents that bank apply ratio analysis for

making investment decision.
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Question Thirteen: Does understanding of ratio analysis aids in interpreting financial

statement?

Table 4.2.13: Responses and Percentage on whether understanding of ratio analysis aids

in interpreting financial statement

Options SA (%) | A(%) U(%) | D (%) | S.D (%) Mean Std. Dev.
Number of responses 32 10 28 46 35 3.28 1.44
Percentage % 21.3 6.7 18 30.7 23.3

Source: field survey 2016

Table 4.2.13 shows that 32(21.3%) respondents strongly agreed, 10(6.7%) respondents agreed,
28(18%) respondents being undecided, 46(30.7%) respondents strongly disagree and
35(23.3%) respondents and a mean of 3.28 of the respondents that understanding of ratio

analysis aids in interpreting financial statement.

4.3 TEST OF HYPOTHESES

Test of Hypotheses The results for the various tests of hypotheses, which were tested with the t-

test statistics, are presented below

In testing this hypothesis, the mean response was tested using the t-test statistic. The results

are presented below

HYPOTHESIS ONE

HO: There is no significance extent to which Financial Statements are used to be relied upon in

investment decision making.

H1: There is significance extent to which Financial Statements are used to be relied upon in

investment decision making.
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Table 4.3.1 One -Sample T-Test Descriptive Statistics

N Mean Std. Dev. Df Tcal Tcri Remarks

2 1.4900 |.02828 1 74.500 | 6.314 rejected

Table 4 presents the overall mean score of 1.4900 which indicates that the respondents agreed
that there is significance extent to which Financial Statements are used to be relied upon in

investment decision making.

The calculated t-test value is 74.50. This value is greater than the critical t-test value of 6.314,
i.e tcal (74.500) > t crit (6.314) at 5% level of significance. Hence the null hypothesis is rejected
and the alternative hypothesis is accepted that Financial Statements are used to be relied upon

in investment decision making.

TEST OF HYPOTHESIS TWO

Ho: financial statements are not useful for forecasting bank’s performance.

H:: financial statements are useful for forecasting bank’s performance.

Table 4.3.2: Table 4.3.1 One -Sample T-Test Descriptive Statistics

N Mean Std. Dev. Df Tcal Tcri remarks

4 1.4725 | 0.17 3 17.306 | 2.353 rejected

Table 4.3.2 presents the calculated t-test value is 17.306. This value is greater than the critical t-
test value of 2.353, i.e tcal (17.306) > t crit (2.353) at 5% level of significance. Hence the null
hypothesis is rejected and the alternative hypothesis is accepted that which Financial

Statements are used to be relied upon in investment decision making.

TEST OF HYPOTHESIS THREE

Ho: financial statement does not determine the profitability of a bank.

Hs: financial statement determines the profitability of a bank.
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Table 4.3.3 One -Sample T-Test Descriptive Statistics

N Mean Std. Dev. Df Tcal Tcri Remarks

4 1.5400 | .18565 3 16.590 | 2.353 Rejected

Table 4 presents the overall mean score of 1.54 which indicates that the respondents agreed

that Financial Statements are used to determine the profitability of a bank.

As presented in table 5.1, the calculated t-test value is 16.59. This value is greater than the
critical t-test value of 2.353, i.e. tcal (16.59) > tcritical (2.353). With p < 0.05, this result is
significant. Hence, the null hypothesis is rejected and the alternative hypothesis accepted

accordingly. Therefore, financial statement has importance in the investors’ decision making

TEST OF HYPOTHESIS FOUR

Ho: financial statement does not project new investors.

H4: new investors are projected by financial statement

Table 4.3.4 One -Sample T-Test Descriptive Statistics

N Mean Std. Dev. Df Tcal Tcri Remarks

4 2.0475 | 0.89175 3 4.592 2.353 rejected

Table 4 presents the overall mean score of 1.4900 which indicates that the respondents agreed
that there is significance extent to which Financial Statements are used to be relied upon in

investment decision making.

As presented in table 3, the calculated t-test value is 4.592. This value is greater than the critical
t-test value of 2.353, i.e. tcal (4.592) > tcritical (2.353). With p < 0.05, this result is significant.
Hence, the null hypothesis is rejected and the alternative hypothesis accepted accordingly.

Therefore, new investors are projected by company financial statement.
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CONCLUSION

In conclusion, it can be said that the going concern of any organisation depends solely on the
effectiveness of its policies concerning planning and decision-making. Also, for any organisation
to maintain its reputation, respect and dignity, its financial reporting system has to be given
proper focus or attention. As observed, financial reporting is very crucial for decision making in
the day-to-day activities of an organisation. This is shown in the hypothesis tested where and
the alternative hypothesis (H1) accepted in asserting the importance of financial reporting in

planning and decision making.

It also provides both quantitative and qualitative financial information to various users.
Therefore, management needs to be endowed with an enabling environment to perform their
duties diligently. Moreover, financial report is a vital source of financial information. It must be
accurate, realistic, complete, timely and efficiently presented to induce appropriate plans and
decision such as investment decisions, purchasing decisions, etc. Again, proper and adequate
accenting system must be set up in order to encourage accountability, etc. Furthermore, a
sound, effective and efficient financial reporting system tends to improve performance in
business operations. In the same view, an effectively applied planning and decision-making
system contributes to the efficiency of managerial staff. These minimise the problems of
insolvency and liquidity and thereby disallowing mismanagement of organisational resources.
In the final analysis, it is clear that a deeper understanding of the importance of financial
reporting can lead to enhancement of organisational growth and achievement of corporate
objectives. Therefore, financial disclosure promotes transparency and accountability of
managements as stewards of shareholders. This also facilitates the building of public confidence

on the enterprises concerned.

RECOMMENDATIONS

Based on findings from the analysis the following recommendations were made to enhance the

effectiveness of financial reporting in planning and decision-making in Banks:
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1. From finding of hypothesis one show that there is significance extent to which Financial
Statements are used to be relied upon in investment decision making, it is therefore for
companies to ensure that all materials used in the preparation of financial statement are kept in

a safety place to avoid thieve.

2. Findings from hypothesis two indicate that financial statements are useful for forecasting
bank’s performance, it is therefore recommended that Banks should ensure that their financial
records must be accurate, realistic, complete, timely and efficiently presented to induce
appropriate plans and decision such as investment decisions, purchasing decisions, etc. Again,
proper and adequate accenting system must be set up in order to encourage accountability, etc.
Furthermore, a sound, effective and efficient financial reporting system tends to improve
performance in business operations. In the same view, an effectively applied planning and

decision-making system contributes to the efficiency of managerial staff.

3. The result from hypothesis three findings indicated that financial statement used to
determines the profitability of a bank, therefore, banks should provides both quantitative and
qualitative financial information to various users, and management needs to be endowed with

an enabling environment to perform their duties diligently.

4. Finding from hypothesis four indicated that new investors are projected by financial
statement, therefore companies or organisations should ensure that financial statements are
publish to encourage new investors to make decision and also financial disclosure promotes
transparency and accountability of managements as stewards of shareholders. This also

facilitates the building of public confidence on the enterprises concerned.

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

48



IURFM Volume 6, Issue 4 (April, 2016) (ISSN 2231-5985)
International Journal of Research in Finance and Marketing (IMPACT FACTOR —5.861)

REFERENCE

Adebiyi, K. A. et al. (2006). ICAN Study Pack Financial Accounting. Nigeria; V. I Publishing Ltd.

Afolabi, 1.(2013); Effect of Financial Reporting on Investment Decision Making of Manufacturing
Firms in Nigeria. A paper presented at the 3rd International conference of science and
arts at Lagos State University between 5t March to 8t March, 2013

Akintoye (2002); Rules-Based and Principles-Based Accounting Standards and Earnings
Management. Nijmegen Center for Economics (NiCE) Working Paper 09-114. Available at:
http://www.ru.nl/nice/workingpapers

Akintoye, ].(2002);Financial reporting incentives for conservative accounting: The influence of
legal and political institutions. Journal of Accounting and Economics, 42, 107-148.

Ball, R. (2001). Infrastructure requirements for an economically efficient system of public
financial reporting and disclosure. Brookings-Wharton Papers on Financial Services, 127-
169.

Ball, R, Kothari, S., & Robin, A. (2000). The Effect of International Institutional Factors On
Properties of Accounting Earnings. Journal of Accounting and Economics, 29 (1), 1-51.

Barth, M., Landsman, W., & Lang, M. (2007, September). International Accounting Standards and
Accounting Quality. Stanford Research Paper  Series, Available at:
http://ssrn.com/abstract=1029382.

Basu, S. (1997). The conservatism principle and the asymmetric timeliness of earnings. Journal
of Accounting and Economics, 24, 3-37.

Baumback CM (1983). Basic Small Management. New Jersey: Prince Hall Inc.
Beest, F. (2009). Rules-Based and Principles-Based Accounting Standards and Earnings

Management. Nijmegen Center for Economics (NiCE) Working Paper 09-114. Available at:
http://www.ru.nl/nice/workingpapers

Better,M.S., Meigns, R.F., Meigns, M.A. and Whittington, R. (1998). Financial Accounting. 10th
Edition. New York: Hill Companies Inc

Capkun, V., Cazavan-Jeny, A., Jeanjean, T., & Weiss, L. (2008, April). Earnings Management and
Value Relevance during the Mandatory Transition from Local GAAP’s to IFRS in Europe.
Working paper, HEC, ESSEC and Georgetown University.

Daske, H. & Gebhardyt, G. (2006). International Financial Reporting Standards and Experts
Perceptions of Disclosure Quality. Abacus, 42 (3-4), 461-498.

Daske, K.B. and Gephardt, N. (2006);Contingency Model of Perceived Effectiveness in
Accounting Information Systems: Organizational Coordination and Control Effects.
International Journal of Accounting Information Systems, 1: 91 - 105

Drury, C. (2004): Management and Cost Accounting. 6th edition. Singapore; Seng Lec Press.

Duru, D. (2012);Financial statement effects of adopting international accounting standards: the
case of Germany. Review of Accounting Studies, 12, 623-657.

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

49


http://www.ru.nl/nice/workingpapers
http://ssrn.com/abstract=1029382
http://www.ru.nl/nice/workingpapers

IURFM Volume 6, Issue 4 (April, 2016) (ISSN 2231-5985)
International Journal of Research in Finance and Marketing (IMPACT FACTOR —5.861)

Elliot B & Elliot ] (2009). Financial Accounting and Reporting (13th edition). Financial Times
Prentice Hall, Chapter 7

Ezeamama, M. C. (2005). Fundamentals of Financial Management. Enugu; Ema Press Ltd.

Fazzari RA(2013)); An Empirical Study Of The Relevance Of Accounting Information On
Investor’s Decisions. International Journal of Business and Accounting, Vol10, No.11

Gautam, U. S. (2005). Accountancy. New Delhi; Vrinda Publications.

Gavtam, 2005:215: “Individual Investors and Risk-Taking”, Journal of Economic Psychology 2,
125- 136.

Heinz, W. and Harold, K. (2005). Management. A Global Perspective. 11th edition. New Delhi;
Tata McGraw-Hill Publishing Company Ltd.

IASB, 2007b; IASB (2007b). The Framework for the Preparation and Presentation of Financial
Statements. International Accounting Standards Board.

Jennins, A. R. (2004). Financial Accounting. 2nd edition. New York; Thomson Learning. The
Accounting Standards Board Limited 1999 ISBN 1 85712 090 6.

Kaurdi,]. (1999): Decision- making. London: Orion Publishing Group Ltd.

Konstantinos, D. and Christos, K. (2007):Financial Considerations in Investment Decisions: A
Literature Review. Briefing Notes in Economics ‘Helping to de-mystify economics since
1992’ Indexed with the Journal of Economic Literature Issue No. 72, March/April 2007
@http://www.richmond.ac.uk/bne ISSN 0968-7017

Meigns, ]. (1998): Stock Market Development and Financial Intermediaries: Stylized Facts.
The World Bank Economic Review, 10 (2), 291-321

Meigns,R. F., Williams, ], Haka, S. F., and Better, M. S. (2001): Financial Accounting. 10t Edition.
London: McGraw Hill Companies Inc.

Michael, C, E.(2013): Reliance On Published Financial Statements And Investment Decision
Making In The Nigeria Banking Sector. European Journal of Accounting Auditing and
Finance Research Vol .1, No.4, pp.67-82, December 201.

Okafor, K.(2006):the role of finance in Accounts. Internal Journal of Finance and Accounting.
Volume One, Enugu, Chiezugo ventures.

Okoye and Alao (2008); Examines Investors’ Risk Taking Propensities. Journal of Financial
Planning 36, pp. 151-155

Oliner, C. and Rudebusch, K (2002); Information and Communication Technology: Effect on
Profitability and Survival of Nigerian Commercial Banks. International Journal of Social
Science Tomorrow, 1 (3):1-7.

Oluseye, M. (2013): The stock Brochure Policy Management vol.5 no. 47, November 20-26,2000
page 7

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

50



IURFM Volume 6, Issue 4 (April, 2016) (ISSN 2231-5985)
International Journal of Research in Finance and Marketing (IMPACT FACTOR —5.861)

Omoleyinwa, Y. (2000););Country-specific factors related to financial reporting and the value
relevance of accounting data. Journal of Accounting Research, 38 (1), 1-21.

Osuala, E. C. (2005). Introduction to Research Methodology. 3rd Edition. Enugu; Africa First
Publisher Ltd.

Osuala, Y. Ugwumbaand, K. and Osuji, H.(2012);Management Accounting Systems, Task
Uncertainty and Managerial Performance: A Research Note. Accounting, Organizations

and Society 21(5): 415-421.

Paananen, M., & Lin, H. (2009). The Development of Accounting Quality of IAS and IFRS over
Time: The Case of Germany. Journal of International Accounting Research, 8 (1), 3-9

Pandey I M 2000. Financial Management. 8th Edition. Michigan: Vikas Publishing House Pvt. Ltd.
Pandey, I. M. (2005). Financial Management. 9th edition. India; vikas Irish Publication Ltd.
Paredes, L. (2003); Blinded by the Light: Information Overload and its Consequences for

Securities Regulation. Working Paper Washington University Law Quarterly, Available at:
http://ssrn.com/abstract=413180

Pendirillm D, Lewis,R. (1996): Advanced Financial Accounting. 5th Edition. London: Financial
Time Pitman Publishing.

Peter, B. M. (2013): Financial Reports and Managerial Effectiveness in Planning and Decision-
making. Journal of economics, 4(1): 69-73 (2013)

Siegel, ].(1982); The “Quality of Earnings” Concept - A Survey. Financial Analysts Journal.

Thomas, S, (2008): Financial Reporting in Modern World. Nigeria: Fulladu Enugu Publishing
Company.

Yamane, T. (1964). Statistics: An Introduction analysis. New York; Harper and Raw Publisher.

International Journal of Research in Finance & Marketing
Email id: editorijrim@gmail.com http://www.euroasiapub.org

51


http://ssrn.com/abstract=413180

