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Abstract
The study examined the moderating effect of inflationary trend on the relationship between financial risk and financial performance of listed deposit money banks in Nigeria. Financial performance as dependent variable is proxies by Tobin’s Q (TQ). Financial Risk Attributes constitutes Credit Risk proxies by non-performing loan (NPL), Liquidity Risk proxies by ratio of current asset to current liability (CR), Market Risk proxies by degree of financial leverage, Operational Risk proxies by operational expenses to total asset (OPEXTA) and Leverage Risk proxies by debt to equity ratio (DER) and they are independent variables. Inflationary Trend proxies by consumer price index (CPI), acts as moderating variable and interest rate and exchange rate are control variable proxies by percentage of prevailing lending rate and average exchange rate of Naira to USD respectively. The research employed expost-facto design where the data is extracted from the annual reports and accounts of listed deposit money banks in Nigeria, Central bank and NBS annual reports and bulleting for 21 years period from 2004 to 2024. The study population was 13 listed deposit money banks as at 31st December, 2024, after filtering, using census sample method, 10 banks are found to be the sample size. The data was analyzed using descriptive statistics and multiple regressions. The study findings revealed that market risk, operational risk and leverage risk are positive and statistically significant to financial performance (Tobin’s q). Liquidity risk is negative and statistically significant to Tobin’s Q. Credit risk was found to be positive and statistically insignificant to Tobin’s Q. The control variables, interest rate is found positive and statistically insignificant to Tobin’s Q. Exchange rate was found negative and statistically insignificant to Tobin’s Q. Therefore, inflationary trend moderate the relationship by strengthening the effect of banks financial risk on financial performance. The study concludes that the identified financial risk attributes are signaling factor to banks stakeholders. It recommends that the stakeholders should consider inflationary trend effect in the indirect relationship between financial risk and financial performance when making policies and investment decision in the Nigerian Deposit Money Banks.
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Introduction
Financial performance serves as a yardstick for measuring banks profitability there by improving share-holders wealth. Financial performance is a medium through which the efficiency of management in terms of shareholders wealth utilization is measured. Banks performance can be seen as the reward to shareholders for taking the risk of investing their limited resources. Hacini, et al. (2021) argues that financial performance as the extent through which a bank's financial targets are achieved. In the present global business dynamic environment, bank managers must be able to manage with the growing unpredictability and instability of the macroeconomic volatilities. Changes in the macroeconomic environment, therefore, can create risks which in turn affects financial performance reliability and sustainability of the banks. It is very important for managers to know which factors influence an organization’s performance in order to take proper steps and plan against such factors (Jokob, et al., 2022).
Deposit Money Banks (DMBs) are considered the biggest contributors of global economic growth (Aghion & Howitt, 2023). They play a crucial role in any country's economic development by channeling savings from economic surplus units to economic deficit units for investments in economics developments. DMBs provide entrepreneurs with capital needed to start their businesses and government with direct loans. The sector is a critical component of any economy, playing a crucial role in facilitating economic growth and development Nigeria inclusive (Almualla, 2023). However, on the back of these good performances of DMBs are volatilities that have expose the sector to various types of financial risks that have the ability to negatively impact on their performance. 
In Nigeria apart from financial intermediation functions of DMB’s, they also support in generating employments to a large number of youths which go a long way in dipping the rate of unemployment in the country. This however, aid to a great extent in curbing social vices among Nigeria youths that may retard growth and development in the society. DMBs financial performances have been unimpressive for quite some years (Kanu & Nwali, 2019; Josyulla, 2023). Therefore, performance of banking sector remains a major contentious issue for researchers, practitioners as well as policy makers (Abdul, et al., 2021). It is indicated from financial results of DMBs, that the banks combined profit before tax decreased, by 65.90 percent from #440 billion in 2016 to #150billion in 2017 (Saidu, et al., 2021). 
Also, in the second quarter of 2019 profit before tax of DMBs decreased from #219.22billion to #211.99 billion. Moreover, the year 2020 PBT further, recorded decreased from #899.16billion in 2019 to 887.71billion 2020 a decrease of 1.29 percent of DMBs. The year 2023 recorded increased in profit before tax of DMBs from #313.68billion in 2022 to #756.02billion (NDIC, 2023). However, the Nigerian Bureau of Statistics in 2023 reported a decreased in the Gross Domestic Product (GDP), which measures the annual level of economic performance decreases from 3.40 percent in 2021, to 3.10 percent in 2022 and 2.74 percent in 2023 respectively. This decreased in the level of economic activities erodes financial performance of many businesses and as a result affected their ability to repay borrowed loan from DMBs. This expose DMBs to more financial risk e.g. credit risk, liquidity risk, market risk, operational and leverage risk. Odubuasi, et al. (2020) argued that risks are those uncertainties that hindered the accomplishment of certain predetermined objectives. Some of these risks consist of financial risks among others. Andrea, et al. (2022) argued risk as whatever thing that can border against the way of attainment of design objectives. This can occur either from internal factors or external factors, depending on the nature of risk that exists within a particular situation and period of time.
The need of this study arise resulting from persistent decrease in banks financial performance and the increase number of liquidated/acquired or marged DMBs in Nigeria, resulting from financial risks exposure e.g insolvency due to increase in NPLs, liquidity issues e.t.c. The recent liquidated DMB’s within the period of this study includes: Afribank Plc, 2011, Spring Bank Plc, 2011, Bank PHB, Plc, 2011 and Heritage Bank Plc, 2024 (CBN, 2024) among others. Their liquidation adversely affected DMBs stakeholders’ financial capabilities, thereby affecting the Nigerian GDP in general. The financial risk is basically generated in the process of financial activities, growth and magnification. This can eventually lead to financial crisis in the banking industries (Minscy, 2020). However, in addition to the literature theoretical suggestion, inflationary trend is introduced as moderator due to its impact on banks financial performance from the reviewed literature. This prompted the introduction of inflationary trend to moderate the relationship between financial risk and financial performance of listed deposit money banks in Nigeria as the aim of conducting this study.
The banking sector in Nigeria has been witnessing a significant decline in earnings and profitability in recent years resulting from financial risk exposure. Financial risk is a prospective phenomenon that causes businesses to lose earnings and profitability (Ude, 2022). There has been a concern over the effect of financial risks on financial performance of banking sector. These risks have affected bank’s profitability, effectiveness and cash flow making them unable to meet their financial obligations as they fall due. Risk is inherent in any business enterprise, and good risk management is an essential aspect of running a successful business. A company's management has varying levels of control in regard to risk (Gachero, 2021). Some risks can be directly managed; other risks are largely beyond the control of company management. Sometimes, the best a firm can do is to try to anticipate possible risks, assess their potential impact on the firm's performance, and be prepared with a plan to react to its adverse effects.
From the Nigerian perspective, the effect of financial risks on the financial performance of DMBs is quite complex and yet unresolved, ranging from the problems of poor and inadequate profitability, nonperforming loans, market risk problem, liquidity issues, fraud and other operational risk and meager returns on assets due to poor utilization of the banks’ available assets (Adebayo, et al., 2020). Financial risks in DMBs is quite challenging and different from other risks facing banks, as it is not only systemic in nature, but asymmetric, reducing banks’ financial and nonfinancial performances leading to huge financial losses, loss of confidence on the side of banks stakeholders (Ademola & Ismail, 2022). 
Additionally, financial performance of some DMBs in some countries in the world, with particular reference to Nigeria, is relatively low and not impressive, because some studies conducted within the period of this study revealed that, their general financial performance is decreasing. The major factor attributed to its low performance is the financial risks that turn down the Nigeria market economy. Secondly, the growing rate of unemployment, competitions, government policy, high inflation, cost of capital rate, foreign exchange rate, insecurity in some part of the country, disease/pandemic such as Covid 19 and other macroeconomics volatilities affect the financial performance of DMBs. As one of the most significant determinants of a bank’s performance is economic growth rate (Wagdi, 2022). However, there are limited studies focusing on the combine effect of financial risk factors i.e. credit risk, market risk, liquidity risk, operational risk and leverage risk on the financial performance of deposit money banks in Nigeria. Hence, the need to further examine the effect of financial risk on the financial performance of listed deposit money banks in Nigeria from the period of 2004-2024. In line with the inconsistencies of the reviewed empirical studies, a need arise for the introduction of moderator. This is based on the suggestion of Baron and Kenny (1986); Hair, et al., (2010) that where inconsistencies of findings exist, a moderator should be introduced. However, inflationary trend is introduced as the moderating variable as suggested by Mustapha and Jeffrey (2021). While interest rate, exchange rate were used to serve as control variables in this model.
Therefore, this study in consideration of these problems, and in an effort to contribute and extend the frontiers of knowledge on how this problem can be addressed proceeds to proffer solutions to the problems of financial performance using market based performance measure (Tobin’s q) of DMBs by investigating the moderating effect of inflationary trends on the relationship between financial risks and financial performance by using the identified explanatory variables of financial risks such as credit risks, liquidity risk, market risks, operational risk and leverage risk. 
1.2 Objectives of the Study
The main objective of this study is to examine the moderating effect of inflationary trends on the relationship between financial risk and financial performance of listed deposit money banks in Nigeria. The specific objectives are as follows: 
1. To examine the extent to which the financial risk attributes have significant effect on financial performance measure (Tobin’s q) of listed deposit money banks in Nigeria. 
2. To determine the moderating effect of inflationary trend on the relationship between the financial risk attribute and the financial performance measure (Tobin’s q) of listed deposit money banks in Nigeria.
1.3 Research Hypotheses 
Based on the above stated research objectives; the following research hypotheses are formulated in null form as follows: 
H01. Financial risk attributes does not have significant effect on the financial performance measure (Tobin’s q) of listed deposit money banks in Nigeria. 
H02. Inflationary trend moderate the relationship between financial risks attributes and financial performance measure (Tobin’s q) of listed deposit money banks in Nigeria.

2.1 Empirical Review
Studies have shown that credit risk influences financial performance of corporate firms, it is a risk that lender may not receive the owed principal and interest, which interrupts their cash flows thereby, affects their financial performance adversely. Kihuro, et al., (2023) assessed the moderating effect of bank size on the relationship between credit risk and financial performance of Kenyan commercial banks. Longitudinal research design was utilized and secondary data from 41 licensed banks in the country were used. Multiple regressions were used to analyze the data with the aid of STATA analytical tool. The study found that bank size has a significant effect on the financial performance. Introduction of bank size has added knowledge by demonstrating that the link between credit risk and financial performance cannot be studied in isolation. The study recommends that the government and the regulators should consciously encourage mergers and consolidations of commercial banks. Bigger and well capitalized banks are essential for the stability of financial system. This could be done by giving incentives to commercial banks that would be interested in such arrangements. The study fails to show the measurement of the dependent variable to enable replication by future studies. This study also, offers justification of introducing moderator in the present model. 
Accordingly, Kumshe, et al., (2024) examined the effect of risk management on the financial performance of listed DMBs in Nigeria using correlation research design. The study used descriptive statistics and multiple regressions analyses to analyze the extracted data. The study found that, credit risk management, market risk management and capital adequacy risk management have positive significant effect on the financial performance of the listed DMBs in Nigeria over the period of the study. However, liquidity risk management was found to have negative insignificant effect on the financial performance of the banks (ROA). Based on these findings, this study recommends that; the management of listed DMBs in Nigeria should improve and strengthen their liquidity management strategies, while keeping adequate watch on credit risk, market risk, and capital adequacy risk to further improve their financial performance. The limitation of this study is that, conceptual frame work of the study is missing and no indication of conducting regression pre-estimation tests. The reviewed literature showed that various studies were conducted on credit risk and firm performance, as a parameter of financial risk. Their findings revealed inconsistent which open a study gap. This study is in an attempt to fill the identified gaps.  
In examining the link between liquidity risk and financial performance of corporate firms; Yeasin (2023) studied the impact of liquidity risk on ﬁnancial performance of 20 selected commercial banks in Bangladesh. The study applied a descriptive research design and the data are obtained from annual reports of the banks from 2014 to 2018, and were analyzed using panel regression model. Non-performing loan ratio (NPLR), capital adequacy ratio (CAR), capital to total asset ratio (CTAR), loan to deposit ratio (LTD), loan to total asset ratio (LTA), deposit to asset ratio (DTA), cash to deposit ratio (CDR), liquidity coverage ratio (LCR), and net stable funding ratio (NSFR) were used as liquidity risk indicators and return on asset (ROA) and return on equity (ROE) were used as bank financial performance measures. The study found that that NPLR, CAR, LTD, and DTA had negative signiﬁcant impact on selected banks financial performance whereas, LTA, CTAR, and LCR had positive signiﬁcant impact on the ﬁnancial performance of selected commercial banks in Bangladesh. However, CDR and NSFR have no impact on ﬁnancial performance of the chosen banks for the sampled period. Therefore, it has been identiﬁed that the liquidity risk is negatively aﬀecting the ﬁnancial performance of the selected commercial banks in Bangladesh. The study suggested increase the sample size and study time frame beyond five years may produce more robust results. Eﬀects of other regulatory factors, and bank speciﬁc and macroeconomic factors of liquidity risk, such as consumer price index, broad money supply, gross domestic product growth, bank size, current rate, quick rate, investment ratio, liquid assets to total assets rate, etc. on proﬁtability should also be investigated. Current study responded by extending the period to twenty one years and included some suggested macroeconomic variables as moderator and control variables respectively. 
A similar result was obtained from the study Yeasin (2023), with that of the Antony (2023) on the determinants of liquidity risk on Indian commercial banks from 2013 to 2022. Panel data regression model with pooled OLS, fixed effect, and random effect methods are employed and have considered bank specific and macroeconomic variables as determinants of liquidity risk. The findings show that liquidity risk has affected by both bank-specific variables and macroeconomic variables. Bank-specific variables, such as bank age, have a negative significant impact on liquidity risk using pooled OLS, FE, and RE models. Conversely, bank size and bank capitalization had positively impact liquidity risk. However, the operational efficiency of banks was found to have no significant impact on liquidity risk, using both the liquid asset to total assets ratio and the loan to deposit ratio. In addition, the results showed that macroeconomic variables such as GDP and inflation have positive impact on liquidity risk of listed commercial banks in India. The study suggested considering more macroeconomic variables, and should be undertaken with an extended time frame. Current study responded by extending more years and included some macroeconomic variables as control variables. 
The study of Oudat, et al. (2024) whom assessed the impact of ﬁnancial risks on the ﬁnancial performance of both commercial and Islamic banks of the United Arab Emirates (UAR) ranging from 2015 to 2022. Their ﬁndings shows a statistical positive signiﬁcant impact between capital risk and both return on assets (ROA) and return on equity (ROE). However, it was observed that liquidity risk, operational risk and bank size showed signiﬁcant impact on both return on assets (ROA) and return on equity (ROE) of commercial and Islamic banks financial performance in UAR. Another study by Amahalu, et al., (2023) on the effect of financial risk on performance of deposit money banks (DMBs) listed on Nigeria Exchange Group from 2011 to 2022 using a sample of thirteen (13) DMBs from 2011 to 2022. Ex-Post Facto research design was employed and the obtained secondary data were subjected to multiple regression and correlation analysis as techniques of data analysis. Financial risk was measured by credit risk, liquidity risk, operational risk and interest rate risk, and the performance, was measured by return on equity (ROE). They found that credit risk has significant positive effect on return on equity; liquidity, operational risk and interest rate risk had significant negative effect on return on equity on listed deposit money banks in Nigeria. The study fails to indicate evidence of conducting pre-regression test which can influence the reliability of the result. 
Aregbesola, et al., (2024), surveyed the impact of leverage risk and liquidity risk on the financial performance of 15 listed deposit money banks (DMBs) in Nigeria from 2013 to 2022. They found that liquidity risk showed positive and significant impact on return on equity (ROE). Conversely, leverage risk was found to have a significant negative impact on ROE. The data were analyzed using various statistical analyses including descriptive analysis, correlation analysis, skewness and kurtosis tests for normality, multiple regression models for fixed-effects and random effects models, and the Hausman test to ensure robust findings. The study suggested that while liquidity risk can be effectively managed to enhance profitability, excessive leverage poses significant threats to financial performance. It also suggested exploring the impact of other determinants, such as market risk and operational risk, on the financial performance of DMBs. Additionally, extending the study period and including more banks could provide a more comprehensive understanding of the dynamics influencing bank performance. The present study is in an attempt to make up these deficiencies. In a study of indirect relationship  conducted by Namazi and Namazi (2016) expressed that the most effective way for enhancing business research designs to provide more realistic and accurate findings is to incorporate appropriate indirect variable. Moderating variable is an indirect variable which can be qualitative or quantitative and is at the heart of theory in business and social science which symbolizes the maturity and sophistication in the face of inquiry. It changes the nature of the effect of an antecedent on an outcome variable. It changes the relationship between the predictor and the criterion variable. It also assesses whether two variables have the same relation across group or not (Momen, et al., 2019). This further justifies the introduction of moderating variable in the current study.
There are many studies on the causes of instability in the financial performance of banks, which were classified as bank specific (Utoma & Angona 2020); industry specific (Oldeniel, 2020) and macroeconomic (Rahman et al., 2020). Scholars in the field of social sciences research frown at inconsistent findings because of wrong signal they send on the deviants’ behavior of some of the research variables against a priori expectations (Baron & Kenny, 1986). In such situations, Baron and Kenny advocated the use of an indirect variable to boost or change the relationship between the predictor and the criterion variables. Furthermore, some scholars opined that the incorporation of indirect variable in a study model must be anchored on a strong theoretical backing to support the power of the moderator to change the magnitude of the relationship between the variable (Anderson et al., 2014; Aguims et al., 2017 & Momen, et al. 2019). In other view, Zhao, et al., (2021) on their study titled beyond Baron and Kenny, an indirect variable can be logically introduced without necessary theoretical backing from the previous studies. 
Apou (2022) who studied the influence of inflation on financial health of South Sudan commercial banks. The empirical findings revealed that inflation has a negative impact on bank success and profitability in South Sudan. The conclusion of Almansoor, et al., (2021) contrasted the findings of Naja and Natsir (2023) on the effect of inflation, liquidity, and capital structure on financial performance of 40 consumer goods companies listed on Indonesia Stock Exchange (IDX) from 2016 to 2020. Financial performance was measured using ROE, while inflation was measured by annual inflation rate, liquidity was measured by current ratio (CR), and capital structure was measured by debt to equity ratio (DER). The sample was drowned using purposive sampling technique and resulted in a total of 200 observations. The panel regression analyses were conducted in analyzing the data with the help of E-Views 12 statistical software. The study found inflation and capital structure showed positive and significant effect on financial performance of listed consumer goods companies on IDX, liquidity had a negative and insignificant effect on financial performance of listed consumer goods companies on IDX. The study was based on time series and cross sectional data, the employment of pooled multiple regression will be more robust and reliable findings.  

2.2 Theoretical Review and Model Build-Up
The underpinning theory of the study is capital market theory developed by Markowitz (1952), and supported by financial distress and extreme value theory developed by Beaver (1996) and Paul Embrechts (1999) respectively. According to Capital market theory, Markowitz argues that investors while constructing and developing their portfolios, concentrated on the risks and returns of their individual securities. This theory has since been applied by industries since the 1980s on market risk, therefore being able to manage their risks such as market and interest rate risks exposures by using value-at-risk model. This method, regardless of the different approaches used by organizations, involves assessing exposures of credit risk, implementing a rating of credit risk, and determines the results so as to identify the expected losses of a portfolio or investment. 
Contingent on the types of variations determined, identifying credit, reviewing credit, and management rating system of credit risk can sort essential changes to policies of the portfolio. Approaches such as asset by asset method are very important at managing credit risks. According to Mason and Roger (1998), corporate firms can gain better insight in credit risk by using the asset-asset approach. Portfolio theory helps in knowing the aspects reward and systematic risk. It therefore promotes better management of firms which in return promote the yielding of higher returns and hedging against risks hence reducing the probability of obtaining losses. 

The original linear regression model is specified as follows:  
Zit = α + α1p1it + α2p2it + α3p3it + α4p4it + α5p5it + εit 			(1)
The equation one (1) above, postulated the DV is denoted by Zit of bank i at time t, α is the constant, while the coefficients of the independent variables are denoted by p1, p2, p3, p4, and p5 for i at time t, and εit is the error term.

Modeling the effect of financial risk and financial performance
TBQit = α + α1NPL1it + α2CRR2it + α3DFL3it + α4OPEXTA4it + α5DER5it + α6IRR6it + α7EXCR7it + εit 								(2)

The equation 	Two (2) above, postulated that the dependent variables is the financial performance of bank i at time t which was measured using market based measure by TBQ. The independent variable include Credit risk depicted by NPLit for bank i at time t, Liquidity risk depicted by CRRit for bank i at time t, Market risk depicted by DFLit for bank i at time t, Operational risk depicted by OPEXTAit for bank i at time t and Leverage risk depicted by DERit for bank i at time t, α defined as constant and εit defined as error term for bank i at time t.

Modeling the Moderating Effect of Inflationary Trend on the Relationship between Financial Risk and Financial Performance
TBQit = α+α1NPL1it*INF1it + α2CRR2it*INF2it + α3DFL3it*INF3it + α4OPEXTA4it*INF4it + α5DE5it*INF5it + α6IRR6it *INF6it + α7EXCR7it*INF7it + εit 		(3)

Methodology
The study employed ex-post facto research design, it is, considered more appropriate for this study due to the fact that the data required is based on the past financial performance of all the listed deposit money banks and is therefore, historical panel data were used. This means that the study reports only what happened without given room for manipulation of the variables under study. This is in line with the view of Moti (2005) who states that Ex-post facto research design reports what has happened or what is happening. The data were obtained from the annual reports and financial statements of the listed banks through their website, Central bank of Nigeria statistical bulletin and other reports, National Bureau of Statistics (NBS) report and the Nigerian Exchange Group (NGX) website. The dependent variable is financial performance measured by Tobin’s Q; the independent variable is the financial risk to be proxies by credit risk, market risk, liquidity risk, operational risk and leverage risk. Inflationary trend is the moderating variable and interest rate and exchange rate are the control variables. Descriptive statistics, correlation and multiple regression analysis were employed in analyzing the data. 13 listed DMBs in the Nigerian exchange group as at 31st December, 2024 were considered as the population of the study; and 10 out of 13 listed DMBs were used as sampled size of the study which arrive at after application of filters.
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Table 1. Variable Measurement  
Summary of measurement, Operationalization of Variables and Sources 
Variables                              Proxies                           Operationalization		
Dependent Variable            
Financial Performance            Tobin’s Q         	Market Capitalization + total debt/Total assets          	                 (Utomi, 2023; Kurfi, 2021; Gambo, 2021)            
Independent Variables	                      	
Financial Risk                        Credit Risk	Ratio of Non-performing loan divided by total   or gross loan (Mustapha & Jeffrey, 2021; Saidu, et al., 2021 & Oghoni, 2019)

                                                Liquidity Risk	Ratio of current ratio by dividing current asset Over current liability (Abubakar et al. 2023; Kyari et al., 2023)
 
	Market Risk    	Proportion of Earnings before Interest and Taxes  (EBIT) by earnings before taxes (EBT)             (Mustapha & Jeffrey, 2021; Yousef et al. 2023).                 
		           
                                        Operational Risk   	Operating Expenses to Total assets (OPEXTA)   (Mustapha & Jeffrey 2021; Santika, et al. 2022).
	Leverage Risk	Debt-to-equity ratio or total debt over total equity (Imran & Sulehri 2023; Matsoma, 2022). 

Moderating Variable	Inflationary Trend 	Ratio of consumer price index (CPI) annual Percentage changes (Mwande, et al., 2023 &    Saidu et al. 2021)

Control Variables	Interest Rate	Percentage of prevailing lending rate adjusted to inflation (Babatunde, 2018; Emir & Cengiz 2017; Okey, 2017); Zelga, 2017).

	Exchange Rate    	Average exchange rate of Naira to USD (Babatunde, 2018; Emir & Cengiz 2017; Okey, 2017;  Zelga, 2017 & Saidu, 2021),      
Source: Researcher, 2024.

Results and Discussion
The regression results of both direct and the moderating effect of inflationary trend on the relationship between financial risk and financial performance are presented in Table 2 below: 
Table 2 Regression Result 
	                                   TQ (Direct Model)                                  TQ (Indirect Model

	                      Coeff.                z                P> ІzІ	  Coeff.	         z                 P> ІzІ

	Cons.             0.6719             4.21             0.000	 0.8181	21.96             0.000


  Crisk*inf       0.2254	0.57	0.567                0.0160            -1.04               0.299
  Lqrisk*inf     0.0098	0.15         	0.885               -0.0109             -6.65              0.000
  Mkrisk*inf    0.0033	2.23            	0.819                0.0012              2.87               0.004
  Oprisk*inf   -0.0651         	-1.28          	0.202                0.1781              3.96               0.000
  Lvrisk*inf     0.0537           	4.43 	0.000                0.0011               3.41              0.001
  Intr*inf          0.0022	0.41        	0.680                0.0001               0.45              0.650
  Excr*inf       -0.0004          	-2.31         	0.021               -5.70                 -1.31               0.192

R-Square		14.72						36.84
Wald Chi2 (7)		61.08						123.94
Prob> Chi2		0.0000						0.0000
Hettest Chi2 (1)		20.00						78.55
Prob> Chi2		0.000						0.000
Autocorrelation		16.103						17.646
Prob> F.		0.003						0.0023
Hausman Chi2 		17.15						0.35
Hausman Prob>Chi2		0.0164					            	0.9992
LMT Prob>Chi2                   	1.0000					 	0.0000
	


Source: Stata Output, 2025 *; **; and *** indicate 10% 5% and 1% Significant level

Above Table 2 is the summary of the panel data regression results of the model used by the study. The R2 of both direct and moderation model reveals positive Chi2 of 14.72% and 36.84% respectively. The table also shows a Wald Chi2 of 61.08% and 123.94%, which are both significant at 1% level meaning the model fitted the study variables. Hetroschedasticity test were conducted to choose between FE or RE, produces Chi2 of 20.00% and 78.55% which are significant at 1% level, signifying the problem of hetroschedasticity. This means OLS cannot suit the study rather robust regression. The table also shows a problem of serial Autocorrelation with a Chi2 16.103 and 17.646 which are significant at 1% level. Furthermore, Hausman specification tests were conducted to choose between FE or RE. The results produce hausman Chi2 of 17.15 and 0.35 which are significant at 1% for direct model and above 5% for indirect model, this favor FE for direct model and RE for moderation model. However, since the both model favored FE and RE by hausman test, (p-value  0.0164 and 0.9992 respectively), and it is characterized by the problem of Hetroskedasticity and Autocorrelation the use of PCSE regression result is more appropriate for TQ model as suggested (Gujarati, 2004). Panel corrected standard error have power to correct the problem Hetroschedasticity and serial autocorrelation, as such PCSE regression was used to analyze the findings.
4.1 Discussion of Findings   
The first objective of the study is to examine the effect of financial risks on financial performance of listed DMBs in Nigeria. From the study findings credit risk reveals coefficient of 0.2254 and p-value of 0.567 implying positive insignificant effect on Tobins q (TQ). This means that increase in credit risk lead to insignificant increase in TQ. This finding is in line with Osongo et al (2020), Folajimi and Dare (2020); contrary to Jigirani et al (2023), Alkarim and Alam (2013). Liquidity risks have coefficient of 0.0098 and p-value of 0.885, implying positive insignificant relationship between liquidity risk and TQ. Means increase in DMBs liquidity risk insignificantly affect DMBs financial performance (TQ). This study finding is in support of Badru et al. 2017, Busch and Memmal (2017) and contrary to the findings of Jigirani et al (2023) and Olalere et al (2020). Market risk has coefficient of 0.0033 and p-value of 0.819 signifying positive insignificant effects on TQ. This implies that increase in market risk insignificantly affect Tobins q. The finding is in line with Jigirani et al (2023) and Olalere et al (2020) and opposed the finding of Badru et al (2017). Similarly, operational risk reveal negative coefficient of -0.0651 and p-value 0f 0.202 implying inversely and insignificantly affects Tobins q of sampled DMBs. Meaning that increase in operational risk of DMBs lead to decrease in financial performance (TQ). This is in consistent with Busch and Memmal (2015) and Busch et al. (2017); inconsistent with Abdel-azim and Adelmomen (2015) Jigirani et al (2023). Furthermore, leverage risk from table 2 reveals coefficient of 0.0537 and p-value of 0.0000 signifying a positive and significant effect on financial performance (TQ). This means a unit increase in leverage risk lead to significant increase in TQ. The study finding is in line with Bagh et al. (2022); Imran and Suleri (2023) contrary with Matsoma (2022), Umar et al. (2022). Interest rate has a positive coefficient of 0.0022 and p-value of 0.0680, implying positive insignificant effect on TQ; meaning that increase in interest rate lead to insignificant increase in DMBs financial performance (TQ). This is in support of Jigirani et al (2023), Wahab et al (2017) and not in support of Badru et al (2017), Busch and Memmal (2015). Exchange rate produces negative coefficient of -0.0004 and p-value of 0.021, implying that it has negative significant effects on TQ of sampled banks. This means that any increase in exchange rate significantly decrease financial performance of DMBs. This is in support of Jacson et al (2021), Ledwata et al (2022) findings and not in support of Njagi and Nzai (2022), Chelugat et al. (2023).
The second objective of the study is to determine the moderating effect of inflationary trend on the relationship between financial risk and financial performance of listed DMBs in Nigeria.  The study findings in table 2 shows that inflationary trend has no significant moderating effect on the influence of credit risk, interest rate and exchange rate with (β-0.0161, p0.249; β0.0001, p0.650 and β-5.70e, p0.192) respectively. This result indicates that inflationary trend has no moderating effect between these variables on TQ of the sampled DMBs. Thus, no moderating effect is found in the relationship. In contrast, the regression estimates, however, shows that inflationary trend reveals both negative and positive significant moderating effect on liquidity risk, market risk, operational risk, and leverage risk respectively, having moderating effect on the relationship between inflation and TQ (β-0.0109, p0.000; β0.0012, p0.004; β0.1781, p0.000 and β0.0011, p0.001) respectively. This means that inflationary trend strengthen the relationship between market risks, operational risk and leverage risk on TQ and weaken the relationship between liquidity risk and TQ of the sampled DMBs in Nigeria respectively. Thus, moderating effect is established between inflation and these (liquidity risk, market risk, operational risk, leverage risk and exchange rate) variables on TQ.

Conclusion
The study provides and empirical and statistical evidence on the significance of the explanatory variables that constitutes financial risk in explaining the financial performance of listed DMBs in Nigeria moderating effect of inflationary trend. On one hand, explanatory variables credit risk, liquidity risk, market risk, leverage risk and interest rate were found to have positive effect on DMBs performance but only leverage risk was found to be significant. This means that only leverage risk significant influence DMBs financial performance. Equally, Operational risk and exchange rate were found to have negative insignificant effect on DMBs performance in Nigeria. On the other hand, liquidity risk, market risk, operational risk and leverage risk were found to have significant influence on sampled DMBs in Nigeria. This means that a change level of inflation can lead to influence these variables which can affect DMBs financial performance significantly. Also, credit risk, interest rate and exchange were found to have insignificant effect on financial performance of sampled DMBs in Nigeria. This means that changes in the level of inflation does not influence these variables significantly, as such, does not moderate the relationship between DMBs financial risk and financial performance.
5.1 Recommendations
On the bases of the outcome of the empirical analysis of this study, the following useful recommendations for policy initiations, implementations, enforcements and directions should be made: 
i. The management of listed DMBs in Nigeria should endeavor to take inflationary trend into cognizance when making decision; this will help them in knowing how inflation can influence banks performance. Thus, inflation is a signal factor that influence DMBs financial performance.
ii. The banks stakeholders should considered that inflation strengthen the effect of credit risk, market risk, operational risk, leverage risk and interest rate on TQ. Inflationary trend serves a signal of strong positive effects between these variables and financial performance measure (TQ). 
iii. The management and other stakeholders in DMBs should be aware of the fact that inflationary trend has significant (negative) moderating effect on liquidity risk and financial performance (TQ), this implies that inflationary trend has weaken the relationship between liquidity risk and exchange rate on DMBs financial performance in TQ indirect model.
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