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Abstract 
Information is “power” is a true saying because when people are not informed, they 
are deformed. This is why Information and communication Technology comes into 
place to enhance our human knowledge. It is in this light that this paper addresses 
what an individual should know and understand about information technology as it 
relates to contemporary issues of risk management in Banking and finance 
administration in Nigeria. 
 
Introduction 
 It is often said that where there is no vision, the people perish. This prophecy is 
true because vision is the process whereby an individual or a nation shapes her future in 
the light of correct and foreseeable strength, weakness, opportunities and threats. 
 The Banking and finance sub sectors of the Nigerian economy seem to be the 
fulcrum of our individual and national strength, weakness and threats. There is also a 
business calling on every Nigerian as a stakeholder in the quality of Banking service 
offered to Nigerians to be informed about the regulatory framework under which banks 
operate in order to enhance risk management in this sub- sector of the economy. 
Despite the global financial crises precipitated by the economic debacle which arose 
out of mortgage crises in the United States of America, where actors of the banking and 
finance sphere are proactive about risk matters, the prognosis still indicate high 
economic growth in the next few years in the absence of financial profligacy.    
 
Regulatory Infrastructure for Nigerian Banks  
The Legal Framework 
 They are as follows: 
 The Central Bank of Nigeria Act 2004:  
 Banks and Other Financial Institutions Act 2004 (as amended); 
 The Nigerian Deposit Insurance Corporation (NDIC) Act 2004; 
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 The Companies and Allied Matters Act 1990;  
 The Money Laundering Prohibition Act 2004; 
 The Economic and Financial Crimes Commission Act 2004 (EFCC). 
 
The Institutions 
 The Central Bank of Nigeria (CBN) is the apex regulatory body for the 
financial system and is charged primarily with promoting sound monetary policy. Its 
primary duty mandates it to, amongst other things, take charge of the over sight of the 
banks.  
 The Securities and Exchange Commission (SEC) provides oversight for the 
capital market. The Nigerian Deposit Insurance Corporation (NDIC) provides deposit 
Insurance for Bank deposits and also supervises the banks. The Economic and 
Financial Crimes Commission has helped to deal with the incidence of ‘419’ and 
recalcitrant debtors of banks who have played a major role in the size of non- 
performing loans of banks (Phillips, 2007). The Companies and Allied Matters Act 
makes incorporation mandatory before any enterprise can do business in Nigeria while 
the Banks and Other Financial Institutions Act is a consolidated legislation on banking 
which makes the memorandum and articles of association of banks subject to the Act 
and vests more powers on the CBN with its notable feature being its replica of a penal 
statute with its creation of offences and penalties for infringement of its provisions in 
virtually every section. The Money Laundering Prohibition Act makes provisions for 
the prevention of money laundering by limiting the amount of cash payments that can 
be made or accepted; regulating over- the- counter exchange transactions; providing for 
proper identification of customers and empowering surveillance on certain bank 
accounts.      
  
Risks in Banking Services 
 According to Sanusi (2007), the past decade has seen dramatic losses in the 
banking industry. Firms that had been performing well suddenly announced large 
losses due to credit exposures that turned sour, interest rate positions taken or other 
exposures that may or may not have been assumed to hedge balance sheet risk.  In 
response to this, banks responded universally by upgrading their risk management and 
control systems. For the banking sector as a whole, risks can be broken into six generic 
types namely: Systematic Market Risk, Credit Risk, Counter Party Risk, Liquidity 
Risk, Operational Risk and Legal Risks. 
 Systematic risk is the risk of asset value change associated with systematic 
factors. It is sometimes referred to as market risk. This can also be taught of as 
undiversifiable risk which all investors assume whenever assets owned or claims issued 
can change in value as a result of broad economic factors.  Systematic risk comes in 
different forms and for the banking sector, two are of greatest concern namely: 
variations in the general level of interest rates and the relative value of currencies. 
  Credit risk arises from non- performance by a borrower. It may arise from 
either an inability or an unwillingness to perform in the pre-committed contracted 
arrangement. Liquidity risk can best be described as the risk of a funding crisis.  
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 Legal risks are separate from the legal ramifications of credit, counter party, 
and operational risks. New statutes, new tax legislations, Court opinions and 
regulations can put formerly well established transactions into contention even when all 
parties have previously performed adequately and are fully able to perform in the 
future. Examples are environmental regulations that radically affect real estate values 
for older properties and consequently, impose serious risks to lending institutions in 
those areas. A second type of legal risk arises from the activities of an institution’s 
management or employees. Fraud, violations of regulations or laws, and other actions 
can lead to catastrophic loss, as demonstrated by recent examples in the thrift industry.  
 
On Need for Compliance with Legal Regulations 

It is no longer news that the Central Bank of Nigeria on 14th August 2009 
sacked the Managing Directors / C.E.O. of five banks namely – Oceanic bank plc, 
Intercontinental bank plc, Union bank plc, Fin bank plc and Afribank plc.  On 2nd 
October 2009 the C.B.N. added three more banks to the list. These are Equitorial Trust 
bank plc, Bank PHB plc and Spring Bank plc. The mass media are awash with claims 
and counterclaims. The list of debtors published by the Central Bank of Nigeria is 
already being disputed by many of the borrowers – (Momodu, 2009). 
       It is hoped that the removed Managing Directors would not be too timid to 
assert their rights under the laws of Nigeria. The arbitrariness of doing things in our 
country must be challenged and must come to an end. What should be paramount in our 
minds should be whether the regulatory agency – the CBN - has acted in compliance 
with the provisions of The Banks and Other Financial Institutions Act (BOFIA), 
Companies and Allied Matters Act (CAMA), Central Bank of Nigeria (CBN) Acts and 
above all, the 1999 Nigerian Constitution. The serial destruction of the removed MDs 
without pausing to study the internal dynamics of each bank is in the opinion of this 
author too draconian. We must always remember that some of these banks have huge 
investments abroad which took many years of hard work to realize. The CBN might 
have unwittingly damaged the external reputation of these banks. There is also the 
attendant danger of crippling these banks with the possibility of loss of faith on the part 
of the customers.  The foregoing analysis have become crucial to bear in mind at this 
point in time considering the fact that most of the problems that resulted to the bad loan 
portfolios of the banks were globally inclined in nature having generated from the 
world’s economic debacle while some were precipitated by the non charlance exhibited 
by the U turn of Nigeria’s Federal Government over agreements reached with multi 
national companies that took huge loans from these banks. The Federal Government’s 
revocation of several agreements reached with Trans National Corporation plc is a clear 
case in mind. 
         Another issue is the release of N420 billion (2.78 billion U.S. Dollars) injected 
into the beleaguered banks. In the United States where 700 billion Dollars was made 
available to industries as a bailout package, recourse was had by the U.S. President to 
the U.S. Senate for the appropriation of the money.  Sections 80 (3) & (4) of the 
Constitution of the Federal Republic of Nigeria 1999 provides that no moneys shall be 
withdrawn from any public fund of the federation or from the Consolidated Revenue 
fund of the federation unless authorized by an Act of the National Assembly and in the 
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manner prescribed by the National Assembly.  Fasehun (2009) believed that the 
argument by the CBN that the monies were fresh printed currency even makes the 
action of the apex bank more questionable. Furthermore, there is no part of the world 
that the act of giving and taking of loan by banks has become criminalized. The 
Economic and Financial Crimes Commission is therefore acting outside its enabling 
statute under the E.F.C.C. Act of 2004 were the body to continue to interfere with 
genuine loan agreements entered into between banks and legitimate businessmen in 
Nigeria.             
 
Minimizing Risk Exposure/Recommendation  

Risks cannot be adequately eliminated; but they can be minimized through risk 
management practices. For this to happen, banks in Nigeria would need to focus on the 
following:    
 Regulatory agencies and the banks should focus on capacity building, training 

and retraining. The economics of large scale should reach the entire economy;  
 Board members and top management staff should go for retreat regularly (once 

every two years) to review, redesign, appraise and set out broad policies and 
strategies; 

 Auditors have to be independent in every form to be able to work effectively; 
 Business journalists must be trained so that they can sensitize  the investing 

public; 
 Information should constantly be available on the internet as it concerns the 

financial health of the banks;  
 Equal attention should be paid to quantifiable and unquantifiable risks. Many 

financial institutions around the globe are increasingly attuned to the dangers 
posed by less quantifiable risks particularly with regard to their market value 
such as reputational risk. That awareness should stretch right to the top of the 
organization.  

 Banks should identify report and quantify all possible risks.  
 An awareness of risk should pervade the enterprise. Everything from 

performance to pricing and pay should be adjusted for risk. 
 Risk management should be made the responsibility of everybody. 
 Risk managers should have teeth and should be able to have genuine influence 

over decision making.  
 There should be avoidance of products and businesses the enterprise does not 

understand. If you don’t understand the business, you cannot understand the 
risk facing it.  

 Transparency and appropriate information flows internally and to the public 
should be encouraged. The more the banks publish information, the better they 
will be able to manage risks.  
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Concluding Remarks 
The role of Information Communication Technology can truly create an 

atmosphere where effective information dissemination would be available for every 
investor. These in turn, can only fast-track the integration of Nigeria into the 
international financial system with attendant benefits for the economy. Many banking 
risks arise from the common cause of mismatching. If banks had perfectly matched 
assets and liabilities, then the only risk faced by a bank would be credit risk which in 
turn severely limits the banks’ profit opportunities. 
 In most cases, risk management is a management problem. Sudden financial 
collapses that have occurred in history have always resulted from failure of governance 
that grew out of the nature of the activities themselves and out of the nature of human 
beings. Preventing such debacles in the future would require improvement in 
governance mechanisms. 
 It is noteworthy that Banks are raising capital and the pressure to deliver 
returns is increasing. However, the great success of consolidation and the desire of 
regulators and operators alike have made banks forget the noble banking philosophy to 
wit:  

“It would be a mistake to conclude that the only way to succeed in banking is 
through ever-greater size and diversity. Indeed, better risk management may 
be the only truly necessary element of success in banking”. - Sanusi (2007). 
 

The idea of risk-based supervision by the Central Bank of Nigeria over 
commercial banks must be sustained and continued for the interest of the financial 
system but in accordance with laid down laws, regulations and the Nigerian 
Constitution.  
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