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ABSTRACT 

The study was on the effect customer funding on the financial performance of commercial 

banks in Kenya. The main issue was that there had been a gradual rise in customer deposits in 

Kenya. The profitability of the banking sector has also been on the rise over the recent past . 

The empirical problem therefore is whether there exists a relationship between the customer 

funding and banks profitability. The problem of the study and the research gap is based on 

the observation that there exists conflicting evidence of the effect customer funding on bank’s 

financial performance. There is evidence that shows a negative effect, while others show a 

positive effect while others show no effect at all. 

The study adopted a causal research design. The population of the study were all 44 

commercial banks registered by the Central bank of Kenya as at 31 Dec 2016 . The study 

used secondary data (over a period of 10 years from 2009 to 2016) from the banking 

supervision department of Central bank. A cross sectional regression model was adapted. The 

regressions were conducted using statistical package for social sciences (SPSS) version 21. 

The Regression analysis findings revealed that customer funding has a negative significant 

effect on financial performance of commercial banks therefore the study recommends that 

since customer funding has a negative significant effect on financial performance of 

commercial banks there is a need for commercial banks to balance between the customer 

deposits they keep and the loans they give out. This is because more customer deposits than 

total loans become a liability in terms of interest paid to the deposit holders.  
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ABBREVIATIONS AND ACRONYMS 

CBK    Central Bank of Kenya 

CAPM Capital Asset pricing model 

GDP   Gross Domestic Product 

LTD    Loan to deposit 

KNBS   Kenya National Bureau Of standards 

OLS   Ordinary least Squares 

ROA   Return on Assets 
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APPENDICES 

APPENDIX I: LIST OF BANKS 

 

A) Foreign Owned Institutions 

i) Foreign owned not locally incorporated 

•    Bank of India 

•    Citibank N.A. Kenya 

•    Habib Bank A.G. Zurich 

•    Habib Bank Ltd. 

ii) Foreign owned but locally incorporated institutions (Partly owned by locals) 

•    Bank of Baroda (K) Ltd. 

•    Barclays Bank of Kenya Ltd. 

•    Diamond Trust Bank Kenya Ltd. 

•    K-Rep Bank Ltd. 

•    Standard Chartered Bank (K) Ltd. 

•    Ecobank Ltd 

•    Gulf Africa Bank (K) Ltd 

•    First Community Bank 

iii) Foreign owned but locally incorporated institutions 

•    Bank of Africa (K) Ltd. 

•    UBA Kenya Bank Limited 

B) Institutions with Government Participation 

•    Consolidated Bank of Kenya Ltd 

•    Development Bank of Kenya Ltd. 

•    Housing Finance Ltd. 

•    Kenya Commercial Bank Ltd. 

•    National Bank of Kenya Ltd. 

•    CFC Stanbic Bank Ltd. 

 

C) Institutions Locally Owned 

•    African Banking Corporation Ltd. 

•    Jamii Bora Bank Ltd. 

•    Commercial Bank of Africa Ltd. 

•    Co-operative Bank of Kenya Ltd. 

•    Credit Bank Ltd. 

•    Charterhouse Bank Ltd. 



•    Chase Bank (K) Ltd. 

•    Dubai Bank Kenya Ltd 

•    Equatorial Commercial Bank Ltd. 

•    Equity Bank Ltd. 

•    Family Bank Ltd. 

•    Fidelity Commercial Bank Ltd. 

•    Fina Bank Ltd. 

•    Giro Commercial Bank Ltd. 

•    Guardian Bank Ltd. 

•    Imperial Bank Ltd. 

•    Investment & Mortgages Bank Ltd. 

•    Middle East Bank (K) Ltd. 

•    NIC Bank Ltd. 

•    Oriental Commercial Bank Ltd. 

•    Paramount Universal Bank Ltd. 

•    Prime Bank Ltd. 

•    Trans-National Bank Ltd. 

•    Victoria Commercial Bank Ltd. 

 

 

 


