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ABSTRACT 
 
This paper assesses the effect of corporate tax and liquidity of listed deposit money banks in Nigeria from 

2018 to 2022. The entire fourteen listed DMBs served as population of the study. Data are obtained from 

annual reports and accounts of these banks. The study used descriptive statistics, inferential statistics, and 

correlation analysis. While panel generalized least square regression was used to analyze the dependent  

variable, liquidity, measured by cash ratio and independent variable corporate tax, measured by effective tax 

rate and tax expense, while control variables used was bank size. The result reveals that, effective tax rate 

has significant negative effect on liquidity at a coefficient of (-0.1245) and a significant p-value of (0.0436) 

and tax expense has a significant negative effect on liquidity with a coefficient value of (-0.1065) and a p- 

value of (0.0394). On the other hand, the control variable bank size indicated a positive significant effect on 

liquidity with a coefficient value of (2.9703) and a p-value of (0.0028) among listed DMBs in Nigeria. The 

study recommends that, tax authorities should review the current corporate tax policy and come up with 

more favourable policy that will increase the liquidity of listed DMBs in Nigeria. This will improve bank’s 

patronage and thereby encouraging the banking sector’s growth and development. 
 

Keywords: Corporate taxation, Liquidity. 

 

INTRODUCTION 
 
Taxation is the means by which government across the globe used to raise revenue. In Nigeria taxation has 

become a significant source of government revenue due to persistent decreases in the price of crude oil in 

international market. It is vital in attaining growth and development in any nation by helping the 

government provide the basic infrastructure, provide security and enhance social wellbeing for the general 

public. 
 

Taxation is defined as a monetary levy imposed by the government on persons, entities, companies, or 

properties in order to yield revenue (National Taxation Policy, 2019). Taxation is also defined as “the 

enforced proportional contributions from companies, persons, and properties levied for the support of the 

government’s activities and for the benefit of the general public.” It is seen as “a financial burden placed on 

people, businesses, or properties to fund government expenditures. Regardless of whether it is voluntary or 

not, a tax is any payment that the government collects in accordance with the law. 
 

The primary piece of legislation governing how banks are taxed in Nigeria is the Company Income Tax Act 

(CITA, 2019). The tax system in Nigeria is multi-level, which basically implies three (3) levels of 
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government. The Federal Inland Revenue Service is responsible for managing the income tax of companies.  

Company Income Tax (CIT, 2019) is a tax on the revenue of Nigerian-incorporated companies. The tax on 

the income of multinational companies operating in Nigeria is also included. Limited-liability companies are 

responsible for remitting company income taxes. Companies that are local must remit corporate income tax 

on their group income, while multinational companies must remit corporate income tax on their taxable 

income (Resolution Law Firm, 2020). 

 

Corporate tax can be viewed as a tax imposed by the tax authority on the income of companies or entities 

from all sources after adjusting allowable and disallowable expenses to arrive at taxable income. Corporate 

tax burden is set to be measured by effective tax rate and tax expense. 

 

Some studies, such as Law and Yuen (2019), and Lazos, Koutoupis, and Pazarskis (2019), showed that 

corporate taxes have a very high impact on bank liquidity. They suggest that, the collection of taxes 

decreases the level of supply by banks, which negatively impacts their lending capacity and reduces 

efficiency. Banks shall maintain the actual balance of liquidity in order to avoid short-term liquidity 

pressure. The actual balance entails not having excess or inadequate liquidity to sustain a bank’s desired 

operational level (Bhunia, 2018). 

 

Liquidity is the ability of a bank to quickly deploy the cash it may need to meet customer demand. Cash 

holdings in cash or on deposit with the Federal Reserve or another central bank are two sources of liquidity. 

It usually results from owning securities that can be rapidly liquidated for a small loss. Typically, this refers 

to the highly reliable tools, such as short-term government bills maturing. In fact, if the term is concise and 

adequate, the bank may decide to hold on until the principal is returned at maturity (Douglas, 2018). 

 

The affected banks in Nigeria are Skye bank which has been acquired by Polaris bank on September 21, 

2018, and Diamond bank which has been acquired by Access bank on April 1, 2019. The above scenario is 

as a result of the two deposit money banks as a financial institution failed to maintain the minimum cash 

ratio which in turn affects their liquidity condition and finally leads to banking failure. Furthermore, 

according to information from the Central Bank of Nigeria’s annual report for 2020, the Nigerian listed 

deposit money banks have 67.64% decrease in liquidity from April 2019 to April 2020, when it stood at 

N146.59 billion in April, 2020 from N440.78 billion in April, 2019(CBN Annual Economic Report, 2020). 

 

Therefore, this paper is attempts to fill this gap of variation in results to assess the effect of Corporate Tax 

on Liquidity of Listed Deposit Money Banks in Nigeria. 

 

The primary aim of this paper is to assess the effect of corporate tax on liquidity of listed deposit money 

banks in Nigeria. The following specific objectives are set to be achieved: (i) to assess the effect of effective 

tax rate on liquidity of listed DMBs in Nigeria and (ii) to assess the effect of tax expense on liquidity of 

listed DMBs in Nigeria. 

 

The findings of this paper would be significance to the management of listed DMBs in Nigeria, tax 

authorities and government financial regulators, academicians and potential researchers in the following 

ways: to assist the management of listed DMBs in Nigeria to understand the relationship between corporate 

tax and liquidity thereby assisting them in making appropriate strategic decisions. Tax authorities like 

Federal Inland Revenue Services, Joint Tax Board and State Internal Revenue Service’s will also find this 

paper beneficial as the findings will help them in making appropriate tax policy. Additionally, Central Bank 

of Nigeria being the government financial regulator, will find the paper beneficial in strengthen existing 

regulatory framework regarding liquidity of listed DMBs in Nigeria. Finally, the academicians and potential 

researchers will also find this paper relevant as this paper will serve as reference to their future researches in 

the area. 
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LITERATURE REVIEW 

 

Conceptual Review 

 

Concepts on the related variables are reviewed in this section. These include concept of corporate tax and 

corporate liquidity as defined by the paper. 

 

Corporate Taxation: Tax is consistently an enforced offering of money, exacted in accordance with 

legislative authority. If there is no lawful statute by which it is imposed, a charge is not a tax. But once it is 

supported by an enactment and it has the other identified characteristics of a tax, it remains a tax, even if it is 

called by other names like tariff and levy. In detecting a tax, it will be better to examine its essential 

characteristics (Ipaye, 2021). 

 

Tax is a source by which countries in the world used to generate cash for the running and maintenance of 

capital and human development. It is widely defined as a compulsory contribution made by companies and 

corporate entities toward financing government expenditure (Dandago & Alabede, 2021). 

 

Tax is an instrument used government for regulating and stabilisation of economic activities in the country 

and also used as significant tools for fiscal policy in order to protect and enhance the local industries against 

foreign companies. Tax is used as means by which government free them from dependence of foreign aids 

and determine their capability of way out of poverty (Christian, 2020). 

 

Tax is a compulsory contribution imposed by government upon companies and corporation in order to cover 

government expenditure or expenses (Attamah, 2021). Attamah opined that, tax is a good yardstick of 

government revenue and it is imposed annually for the authority to plan for their future financial activities. 

Taxes from companies, individuals and corporate entities play a vital role in any nation’s economic growth 

and development (ICAN, 2021). 

 

Working Definition on Taxation 

 

Taxation is a mechanism used by government to control, regulate and finance economic activities of the 

country through fiscal policy in order to provide the basic social amenities, securities and infrastructural 

facilities for the benefit of the general public. 

 

An overview of Nigeria’s Tax System 

 

In Nigeria, taxes have a long history that dates back to pre-colonial times. There are various taxation 

systems in place among the various kingdoms, groups, and tribes prior to the colonisation of the various 

entities that were later combined under the name Nigeria in order to support the monarchs. These include 

mandatory levies, contributions of goods, money, and labour, among other forms of taxation. 

 

The indigenous law ordinance Cap 74 of 1917, which is suitable for Western Nigeria, is an example of a 

reform to the taxation system made in 1904 by the colonial Governor-General, Lord Lugard. The first 

income tax was implemented in Nigeria under this ordinance. Due to the lack of a realised central 

administration in the East—direct taxation wasn’t implemented there until 1927, an amendment was made 

in 1918 to extend the law of 1917 to the Western States. The issue of the Aba Women Riot in 1929 existed 

in response to the re-enactment of the equivalent law, which for the first time enforced a tax on women. The  
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Non-Native Protectorate Tax Ordinance of 1931 is another piece of legislation. After being repealed and 

merged into Taxation Legislation No. 4 of 1960, the legislation was then re-created as the Income Tax 

Ordinance of 1943. 

 

Significance of Tax Revenue to Nigeria 

 

Uche and Uche (2014), discover that, corporate taxation is one of the primary sources of the governance 

fund, and its significance. Even though it has been utilised to achieve different economic goals at important 

points in time, the Nigerian taxation scheme is primarily designed as a mechanism for revenue compendium 

that is used to pay the government’s supply of social amenities to the population. 

 

In the light of Nigeria’s economy, the importance of tax revenue has an advantage. The government uses 

taxation as a tool for fiscal policy (Akintoye, 2018). The lives of almost all people in the community are 

impacted by taxes. No significant financial issue can be effectively resolved without taking the impact of 

taxes into account, yet corporation tax has the impact of reducing the funds available for reinvested capital 

and business expansion. Additionally, it has an impact on dividend pay-out, which deters public investment. 

In conclusion, businesses will have enough money to reinvest and expand when they are profitable and pay 

less in taxes. By doing this, additional employment possibilities appear, and the nation’s economy grows 

(Ezegwu & Akubo, 2018). 

 

Corporate Tax Administration in Nigeria 

 

Company income tax act is largely administered by the Federal Inland Revenue Service (FIRS). It is 

obligatory for businesses operating in Nigeria to file their tax returns and audited accounts with the FIRS 

without exception in anticipation of the six-eternity period or, in the instance of a newly integrated 

corporation, within eighteen months of the stage of integration (CITA, 2019). 

 

The Federal Inland Revenue Service (FIRS) typically conducts tax assessment to ensure that the information 

submitted in self-assessment tax returns is accurate. If necessary, the FIRS may make adjustments that result 

in extra assessments with fines and interest, accordingly. Unless where fraud is suspected, in which case the 

FIRS may theoretically go back as many years as possible, the statute of limitations is six years. The 

administration and interpretation of the tax code are largely left up to the FIRS’s discretion (CITN Tax 

Guide & Statutes, 2014). 

 

Tax Laws in Nigeria 

 

A deliberate evaluation of the nation’s tax legislation needs to be on-going. Although, the day the tax rules 

could be clearly understand is not in sight, it is time for our draughtsmen to make a conscious effort to 

interprets the laws in clearer terms. This may need the adoption of a new step in the legislative process 

where a selected committee examines each draft with the goal of streamlining it. Long-term savings would 

make this extra step’s cost and labour worthwhile (Toby, 2021). 

 

Integration of amendments with the main legislation is a crucial component of this streamlining process. 

The majority of tax regulations change virtually annually, as we noted much earlier. These modifications are 

frequently so numerous that they even confuse specialists. According to Abdulrazaq, (2018) “mere 

legislation by cross-reference is undesirable in its diffuse effect, while legislation by modified cross- 

reference is positively bad in the uncertainty it generates as to the relationship between statutory provisions,  

and in particular the relationship between judicial decisions made in the context of one set of statutory 

provisions and the statutory provisions to which the latter are cross-referred”. The above-mentioned 

provision is clearly stated by the company income tax (amendment) act. 
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Corporate Tax Legislation in Nigeria 

 

The primary piece of legislation controlling the administration of corporate taxes in Nigeria is the Company 

Income Tax Act 2019, which is found in Chapter 60 of the Laws of the Federation of Nigeria 1990. After 

various revisions and the merging of provisions from the previous CITA of 1996, the act becomes operative. 

The firm’s income tax amendment act 2021, which currently utilises firm taxation legislation, is the result of 

further amendments that were made to CITA 1979 in 2004 and continues up until this point. Along with the 

Federal Inland Revenue Service Establishment Act of the year 2007 (FIRSEA), this is employed. 

 

Azubike (2019), claims that, tax amendment is an on-going operation that tax administrators and 

policymakers engage in to make sure that the country’s tax system reflects amendments in political, societal, 

and economic activities. Section 26(1) of the Federal Inland Revenue Service Establishment Act of the year 

2007 specifies that, corporate entity and individual should report relating to their profit and earnings, 

respectively. This is in accordance with on-going amendments. A book, document, and any other material 

needed by the Service for evaluation may be included in the report. The Federal Inland Revenue Service can 

require this for a predetermined amount of time. 

 

Assessment Mechanism for Corporate Tax in Nigeria 

 

The Federal Inland Revenue Service (FIRS) will start appraising every business liable for tax as soon as 

possible after the deadline for submitting its audited financial statements and tax return set forth in Section 

55 of the company income tax act has passed, or as soon as the service deems it practical to do so. When a 

company delivers audited financial statements and a return, the service has two options: accept the financial 

statements and return and make an assessment in accordance with them, or reject to accommodate the 

recurrence and, using its best decision, estimate the company’s comprehensive earnings and make an 

assessment in accordance with that estimate. 

 

When a business has not submitted a return but the service believes that the business is required to satisfy 

tax, the service may, using its best judgement, estimate the measure of the company’s total profits and make 

an appraisal in accordance with that estimate; however, such an assessment shall not affect any liability that 

the company may have already incurred as a result of its miscarriage to comply with a return. 

 

There is nothing in this sub-section that prevents the service from assessing a company for any year before 

the deadline for delivering a return or giving notice under the terms of Section 55(3) of this act. If the 

service or a Federal Inland Revenue Service official who has been properly authorised by the service 

believes that such an assessment is urgently required for whatever reason, The accounts and returns 

complied with in accordance with Section 55(2) of this act are meant to be referred to when the word 

“return” is used in this section (Compendium of Tax and Related Laws, 2021). 

 

Corporate Liquidity 

 

Mueller (2021) defines financial liquidity as the ease in which current assets can quickly converted cash. For 

instance, stocks, bills, and bonds are highly liquid since they can be transformed into cash within days. 

Large assets like property, buildings, plants, leases, and equipment, on the other hand, are not as easy to 

convert into cash. Liquidity, thus, evaluates the bank’s capacity to fulfil its upcoming short-term 

commitment. In the analysis of financial statements, liquidity is crucial. After all, a company that is unable 

to pay its short-term debts may be forced into bankruptcy and won’t be in a position to function in the long 

run. One’s checking account, for instance, is liquid, but if one owes money for a piece of land and needs to 

sell it, it might take some time before the said land it sold. 
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Bank Liquidity: The bank must have enough cash in hand to cover its responsibility when both become 

collectible. The capability of the banks to fulfil their current responsibilities is measured by liquidity. 

Although the creation of a cash budget and cash flow statements is necessary for the analysis of liquidity, 

the liquidity ratio offers a rapid way to assess the ability to encounter temporary commitments. A bank 

should always make sure that neither excess money nor shortage of liquidity affected it. Lack of liquidity 

causes a bank to be less credit worthy, lose the trust of its creditors, or even close down if it cannot fulfil its 

obligations. Extreme liquidity is undesirable since idle assets will not generate any income (ICAN, 2016). 
 

The cash ratio, which assesses a bank’s liquidity by comparing all of its cash and cash equivalents to its 

current liabilities, provides this information. The index determines a company’s ability to pay off its short- 

term liabilities with cash that can be transformed into cash quickly, including promptly merchandisable 

securities. When determining how much money, if any, they would be prepared to lend a company, creditors 

can utilise this knowledge to their own advantage. Cash ratio is practically a predictor of a company’s real 

position in the worst-case situation, such as when the business is set to collapse. It provides creditors, tax 

authorities, and analysts with information on the real position of current assets that can be easily 

transformed into cash as well as the proportion of the company’s current liabilities that these assets may 

cover. 
 

Working Definition on Corporate Liquidity 
 

Bank liquidity can be defined as the ability and capability of raising cash as quickly as possible in a logical 

way. It is the techniques used by the bank’s management in converting liquid assets such as marketable 

securities into cash in order to meet customers’ needs at any given period of time. 
 

Theoretical Review 
 

Despite reviewing numerous ideas, the ability-to-pay approach theory shall be the foundation of this work. 

This is due to Kenton’s (2020), demonstration that all people and corporate entities can afford to pay higher 

taxes than those who earn lower incomes, which supports the previously validated Adam Smith theory. The 

Public Expenditure Theory and the Agency Theory, on the other hand, will no longer be included in the 

study due to harsh criticism. For example, the Public Expenditure Theory’s antithesis, “the state is the 

driving force for the economy,” has emerged as a result of the growing investment in the financial sector in 

an economy, which has resulted in lower growth rates and declining productivity. 
 

Similar to the agency theory, it is important to note that many studies that use it concentrate on the 

effectiveness of different types of contracts that are intended to reduce the effects of moral hazards, failing 

to consider the possibility that institutional influences may have on the nature and scope of those contracts. 

 

METHODOLOGY 
 
Design 

 

The paper uses a quantitative expo-factor approach research design to examine how corporate tax affects 

liquidity of listed deposit money banks in Nigeria. Expo-factor research design entails conducting the study 

by the researcher after the event has taken place (Kerlinger, 1964). The use of this research design is 

justified by the fact that it makes it easier to determine how much the dependent variable was influenced by 

independent factors without the researcher having to manipulate or exert direct control (Salkind, 2010). 

All the listed DMBs on the Nigerian Exchange Limited as at April 31st, 2023 make up the study’s 

population. There are fourteen listed deposit money banks in Nigeria as of April 31st, 2023. The goal of the 
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sample is to find a suitable sampling size that accurately represents the entire population. The sample size 

for the study was selected using a census sampling technique. In light of this, the researcher used the entire 

population as a sample. 

 

Secondary source of data is used. This data is specifically derived from published annual reports and 

accounts of listed deposit money banks on the Nigerian Exchange Limited Fact book. This data is used for 

the computation of ratios namely cash ratio, effective tax rate as well as the computation of tax expense, 

bank size for the years 2018-2022, where all obtained from the financial statements. 

 

The regression analysis is used in this paper to assess how corporate tax affected the liquidity position of 

listed deposit money banks in Nigeria. The argument for this estimation method is that, it eliminates 

individual-specific effects that might be linked to the independent variables in the model (Hausman & 

Taylor, 1981). 

 

The paper uses cash ratio as a stand-in for liquidity in order to examine the strength of the correlation 

between corporate taxes on the one hand and liquidity on the other. The dependent variable is liquidity 

measure by cash ratio while an independent variable is corporate tax measures by effective tax rate and tax 

expense; on the other hand control variable is bank size. Published financial reports and accounts of the 

listed banks are used to measure the variables. In different circumstances, factors besides explanatory and 

specified control variables are likely to have an effect on the banks’ liquidity. 

 

Model Specification The model used is adapted as used in the study of Alexander (2019), Gatsi, Gadzo, & 

Kportorgbi, Mustika, Sulistyowati, & Wahyuni (2020), as follow: 

 

STC
it = β0 + β1TE +  β2LEV +  β3SZ +∈ it 

After which the following regression model formula was used for multivariate analysis to express the 

relationship or otherwise between the dependent and independent variable of the paper is re-modified as 

following: 

CR it = βo + β1 ETR + β2 SZ +∈ it ............................................ 1 

CR it = βo + β1TE+ β2 SZ + ∈ it .............................................. 2 

Where: 

 

CR denotes cash ratio; 

 

β0 represents constant intercept component; 

β1 represents ratio of modification of CR to a unit of variation of each counterfeited explanatory variables; 

i, represents number of banks of panel statistics; 

t, represents time periods of the panel statistics; 

ETR denotes effective tax rate; 

TE denotes tax expense; 
 

SZ denotes banks’ size; 
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Β2 represents ratio of modification of CR to a unit of variation of banks’ size; 

∈ it represent error term factored to satisfy the linear regression model approach. 

RESULTS 
 
Discussion 

 

This section contains descriptive analysis, inferential analysis, hypotheses testing, and a discussion of major 

findings. The results of random effects regressions, the correlation matrix test (multicollinearity test), and 

the Hausman post-estimation test are all components of the inferential analysis. The linked studies given in 

the second section of this paper are considered in connection to the hypothesis testing and discussions of the 

results. 
 

Summary of Descriptive Statistics 
 

The variables used in the estimation are described statistically. The result is presented in Table 1. 

Table 1: Summary of Statistic of Variables of the Study 

 CR ETR TE SZ 

Mean 0.374009 0.168855 0.828516 9.296235 

Median 0.301982 0.078939 0.497726 9.278257 

Maximum 1.369168 1.038136 0.361649 11.16637 

Minimum 0.000000 0.000000 0.000000 7.098130 

Std. Dev. 0.235389 0.218230 0.872199 0.828930 

Skewness 1.866277 1.862942 1.289929 0.326404 

Kurtosis 8.170908 6.276379 3.922946 3.238410 

Jarque-Bera 118.6216 71.79922 21.89685 1.408745 

Probability 0.000000 0.000000 0.000018 0.494419 

Observations 70 70 70 70 

 

Source: Author’s Computation using Eviews version 10. 
 

The cash ratio, effective tax rate, tax expense and bank size are all increased positively across the time 

horizon, according to the descriptive data displayed in table 1. However, the estimation show that, when 

compared to other variables in the distribution, tax expense had the highest standard deviation, indicating 

that the variable is far from the mean and it changes more than any other. The descriptive data shows that, 

effective tax rate have the least standard deviation of 0.21. The one in question show that variable dispersion 

from the mean is fairly low when the results also show that, the cash ratio, effective tax rate and tax expense 

are not normally distributed. This is because the excess kurtosis is greater than 3.00 and the Jarque-Bera 

coefficients have statistically significant probability values at the 1% level. Bank size, on the other hand, is 

normally distributed due to the Jarque-Bera coefficient’s insignificant probability value (0.4944), which is 

not significant even at the 10% level. 
 

Inferential Statistic Results 
 

This sub-section contains the correlation matrix results, random effects regression results, and Hausman test 
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results. 
 

Correlation Analysis of the Model 
 

Before estimating a regression analysis, it is critical to understand the correlation coefficients of the 

variables. This is because knowing the nature of the correlation coefficient is essential in order to choose 

which variables to include in the model. Correlation analysis may also be used to detect multicollinearity. 

As a result, the test result is presented in Table 2. 
 

Table 2: Correlation Coefficients of the Model 
 

Variables CR ETR TE SZ 

CR 1.0000    

ETR -0.3189 1.0000   

TE -0.2428 -0.2737 1.0000  

SZ 0.2432 0.1600 0.0185 1.0000 

 

Source: Author’s computation using EViews Version 10. 
 

Table 2 presents the results of the correlation matrix for the variable. According to the correlation 

coefficients of -0.3189 and -0.2428, the effective tax rate and tax expense are all negatively connected with 

cash ratio. This means that, negative changes in these variables are related to positive modifications in 

financial liquidity of listed deposit money banks in Nigeria. Bank size on the other hand, is positively 

connected with deposit money banks’ liquidity, with a correlation value of 0.2432. This suggests that, an 

increase in bank size is connected with an increase in liquidity of listed deposit money banks in Nigeria. 
 

However, based on the findings, this study suggests that, there is no multicol-linearity between variables, 

and the variables are well suited to be included in the models for analysis. This is because there are no 

variables with correlation coefficients of 0.7 or higher. 
 

Panel Estimation Results 
 

This sub-section presents the results of the panel random effect regressions on the effect of corporate tax on 

liquidity of the listed deposit money banks in Nigeria. The results are summarised below: 
 

Table 3: The Results of Random Effect Regression 
 

Dependent variable: cash ratio 

Variable coefficient std. Error t-statistic prob. 

ETR -0.1245 0.0604 -2.0596 0.0436 

TE -0.1065 0.0506 -2.1042 0.0394 

SZ 2.9703 0.9559 3.1073 0.0028 

C 4.2278 1.6946 2.4949 0.0153 

R2 =0.78, F-stat = 2.88 (0.0206), DW = 1.97, Hausman = 11.52(0.9419) 

 

Source: Author’s Computation using EViews version 10. 
 

The results of random effect regressions are shown in Table 5. The Hausman test was used to determine the 

best estimator in this investigation. The fixed effect is preferred if the probability value of the Hausman 

test’s chi-square coefficient is less than 0.05 or 5%; otherwise, the random effect is preferred. According to 
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the Hausman test result in Table 5, the probability value (0.9419), is more than 0.05, or 5%. As a 

consequence, it appears that random effect regression is preferred. 
 

Discussions of Major Findings 
 

This sub-section tests the hypotheses as presented above on this paper. 
 

Hypothesis One 
 

H01: There is no significant relationship between effective tax rate and cash ratio of listed deposit money 

banks in Nigeria. 
 

Dependent variable: CR 

Variable coefficient std. Error t- statistic prob. 

ETR -0.1244 0.0604 -2.0596 0.0436 

 

The result indicates that, there is a significant negative relationship between effective tax rate and cash ratio 

of listed DMBs in Nigeria. Thus, the null hypothesis is rejected and alternative hypothesis is accepted. This 

means that, there is significant negative relationship between effective tax rate and cash ratio of listed 

deposit money banks in Nigeria. The research’s findings are in line with Ezugwu & Akubo (2018) and 

Heider & Ljungqvist (2018). The outcome however, conflicts with Alexander (2019) and John, Michael & 

Jaron (2020). 
 

Hypothesis Two 
 

H02: There is no significant relationship between tax expense and cash ratio of listed deposit money banks 

in Nigeria. 
 

Dependent variable: CR 

variable Coefficient std. error t- statistic prob. 

TE -0.1065 0.0506 -2.1042 0.0394 

 

The results show that, there is a significant negative relationship between tax expense and cash ratio of 

listed deposit money banks in Nigeria. According to the result, the null hypothesis is rejected and alternative 

hypothesis is accepted. This means that, there is significant negative relationship between tax expense and 

cash ratio of listed deposit money banks in Nigeria. The research’s findings is in line with Precious, Festus, 

& Grace (2020). The outcome, however, differs from Akinleye, Olarewaju & Samson (2019). 
 

Hypothesis Three 
 

H03: There is no significant relationship between bank size and cash ratio of listed deposit money banks in 

Nigeria. 
 

Dependent variable: CR 

variable coefficient std. error t- statistic prob. 

SZ 2.9702 0.9559 3.1073 0.0028 

 

The result reveals that, there is a significant positive relationship between bank size and cash ratio of listed 

deposit money banks in Nigeria. According to the result, the null hypothesis is rejected the alternative 

hypothesis is accepted. This means that, there is significant positive relationship between bank size and cash 

http://www.rsisinternational.org/
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ratio of listed deposit money banks in Nigeria. The outcome is in line with Anna Lucia’s (2020) findings. 

While Lazos, Koutoupis, & Pazarskis’ (2019) point to a negative association. 

 

CONCLUDING REMARK. 
 
Conclusion 

 

The results on corporate tax and liquidity of listed DMBs in Nigeria led to the following conclusions in line 

with the finding: 
 

1. Banks’ financial report is reporting more operational cost, non-performing loans and less cash and 

balances with branches and Central Bank of Nigeria, leading to delayed cash payments with a motive 

of improving the value of their assets and lead to an increase of profit before taxes, raising effective 

tax rate, and worsening liquidity, which will inhibit business expansion. 

2. An increased tax charges will consequently have a detrimental effect on liquidity position, which will 

make it difficult to effectively manage operating expenses such as staff expenses, repairs and 

maintenance of fixed assets, and other operating expenses, ultimately resulting in bank failure. 

3. As bank size grows, the level of liquidity position also grows among Nigeria’s listed deposit money 

banks, which consequently results in the banking sector’s sustainability. 
 

Recommendations 
 

1. It is therefore recommends that, tax authorities should review the current corporate tax policy and 

come up with more favourable policy that will increase the liquidity condition of listed deposit money 

banks in Nigeria. 

2. Also, the management of listed deposit money banks in Nigeria should take appropriate action to 

improve cash balances by reducing the level of operational cost, non-performing loans and internal 

bad debts. 

3. This will improve banks’ patronizes and thereby encouraging the banking sector’s growth and 

development. 
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