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ABSTRACT 

Organizations across different sectors globally have lately embraced the concept of corporate 
diversification.  Commercial banks in the last ten years have entered into new markets, engaged 
in product lines or operate in a new geographical area to enhance their revenue streams, increase 
sales and boost their profitability. Despite all these, most commercial banks enlisted at NSE 
reported huge losses in their financial reports and hence the study would like to investigate 
whether there is any relationship between corporate diversification and financial performance 
of quoted commercial banks at NSE, in Kenya. The study applied panel survey research design 
approach and gathered secondary data study from 11 commercial banks enlisted at NSE. The 
study period ranging between 2014 and 2019. The corporate diversification indicated highly 
concentrated market. From the random effects model, corporate diversification had a negative 
and significant linkage with the performance of listed commercial banks at NSE in Kenya. As 
indicated by the empirical evidence, there is a negative and significant linkage between corporate 
diversification and performance of commercial banks listed at NSE, and a corresponding large 
value of HHI indicated excess diversification. The study therefore recommends for dynamic 
ways of being competitive in the market with an ultimate goal of increasing their performance. 
Top management teams need to define clearly the corporate purpose by outlining the direction 
in which they want to move. 
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CHAPTER ONE: INTRODUCTION 

1.1 Background of the study  

Extreme competition coupled with extreme risks that are inherent in banking industry have 

exposed the banking industry to perennial loses, thus leading to financial crises world over. To 

counter this development, to reduce risk exposure, commercial banks and other financial 

institutions have been obliged to embrace company diversification, enhance their revenue streams, 

guard against financial crises and increase the overall well being RI� WKH� ILQDQFLDO� V\VWHP�� µ$�

number of tactics and policies to effectively handle risk management in the business sector have 

been espoused (Shad, et al, 2019).  

Innumerable commercial banks and other persons in the business sector have sanctioned portfolio 

GLYHUVLILFDWLRQ�DV�D�PHDQV�RI�DXJPHQWLQJ�WKHLU�RYHUDOO�HFRQRPLF�VXFFHVV�¶�+RZHYHU��µQRW�DOO�WKH�

offerings in their portfolios are very lucrative, as the risk intrinsic in each of the offering 

FRPSULVLQJ�RI�WKH�SRUWIROLR�IOXFWXDWH¶��7KH�DLP�RI�KDYing a highly diversified range is to guarantee 

that the probable portfolio yield is maximized for a prearranged level of risk. Diversification has 

global phenomenon that may be beneficial and costly at the same time.  Sweeting, (2017) argues 

that business should embrace corporate diversification until a point where the value of 

diversification matches the costs of executing the activity. Corporate diversification should not be 

an option for consideration in the event where outlays exceed paybacks as the market will reduce 

the share price of differentiated firms. 

µ7KH�UHVHDUFK�ZLOO�EH�EDVHG�RQ�PRGHUQ�SRUWIROLR�WKHRU\��ZLWK�DJHQF\�WKHRU\�DQG�UHVRXUFH-based 

theory supporting it. In Modern portfolio theory, Markowitz (1952) argues that corporations can 
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achieve a maximum yield on their investments at a minimal risk by embracing corporate 

diversification.  Jensen and Meckling (1976), in their agency theory argued that because of the 

opportunistic nature inherent in managers, they might embrace corporate diversification to satisfy 

WKHLU� RZQ� VHOILVK� LQWHUHVW� DW� WKH� H[SHQVH� RI� VWDNHKROGHUV¶�� 3HFNLQJ� RUGHU� WKHRU\� GHVFULEHV� WKH�

financing structure of the business organizations and argues that firms should choose the financing 

source that is cheapest. Corporate diversification is believed to be associated with high firm 

performance that yields huge profits that act as internal source of financing for supporting firm 

investments. Resource based theory opines that corporate diversification provides critical 

resources that are required for well-functioning of any firm. 

In Kenya, commercial banks quoted at Nairobi trading bourse have continued to exhibit poor 

SHUIRUPDQFH� DV� HYLGHQW� ZLWK� PDQ\� SURILW� ZDUQLQJV� GHVSLWH� JRYHUQPHQW¶V� FRQFHUWHG� HIIRUWV� LQ�

ensuring there is favorable environment for doing business in the country (Ayako, Kungu and 

Githui, 2015). For instance, in the year 2019, national bank of Kenya and HF group issued profit 

warnings to its existing and potential shareholders as results of its declining performance (Guguyu, 

2019).  

Moreover, significant numbers of firms quoted at NSE have missed the financial reporting 

deadlines while others have gone into administration for an assortment of internal and external 

reasons. In quest to find out the real cause behind this poor performance of quoted commercial 

banks at NSE, innumerable scholars and practitioners have strived to investigate the issues and 

turnaround the performance cases of listed commercial banks with no success as evidenced by 

many profit warnings up to date �0XKDWLD�������¶��7KLV�SKHQRPHQRQ�EHVLGHV�ODFN�RI�DQ�HPSLULFDO�
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study examine on the effect that corporate diversification do have on performance of commercial 

banks at NSE has triggered the demand for this inquiry. 

1.1.1 Corporate Diversification 

Corporate diversification is a business growth practice whereby a company enters a new market, 

engage in product lines or operate in a new geographical area to enhance its revenue streams, 

LQFUHDVH�VDOHV�DQG�ERRVW�ILUP¶V�SURILWDELOLW\��7KH�WKUHH�PDLQ�YDULDQWV�RI�Forporate diversification 

include; product diversification, market diversification and geographical area diversification. 

Product diversification occurs whereby the company develops a new product to be offered in the 

same market it operates. Market diversification occurs whereby the company enters a completely 

QHZ�PDUNHW�ZLWK�WKH�VDPH�SURGXFW�LW�RIIHUV��µ2YHU�WLPH�LQ�KLVWRU\��ILUPV�KDYH�DWWHPSWHG�WR�LQFUHDVH�

WKHLU� GLYHUVLILFDWLRQ� HIIRUWV� LQ� WHUPV� RI� WKHLU� SURGXFW� RIIHULQJV� DQG� WKHLU� JHRJUDSKLF� PDUNHWV�¶�

µ'LYersification of a product is considered a diversification plan espoused by firms by intensifying 

WRZDUGV�HPHUJLQJ�HFRQRP\�RU�EHJLQQLQJ�WR�GHYHORS�D�QHZ�SURGXFW��'DYLG��������¶� 

 Diversification of geography occurs where the firm operates in more than one location for instance 

where a company can invest in more than one country to reduce business and operational risk or 

even moving from one country to another where the terms of operating a similar business are fair 

in terms of cost of production and demand for the product (Rutterford & Sotiropoulos, 2016). 

Product diversification could be started in correlated trades and /or an unrelated industry as long 

as the basis for diversification is product offering provided by the firm. Empirical works done on 

this arHD�KDYH�VKRZQ�WKH�LPSOLFDWLRQ�RI�GLYHUVLILFDWLRQ�VWUDWHJLHV�RQ�YDOXDWLRQ�RI�ILUP��µ7KH\�KDYH�

recognized the paybacks and outlays of firm offerings and geographic diversification in association 

with complete company success, contingency factors that may have an effect on profits and 
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expenses of product, and geographic diversification. Corporate diversification is beneficial to 

businesses when it is done within the confines of the company's current resources and strengths 

(Mackey ,Barney & Dotson, 2017). 

CorpRUDWH� GLYHUVLILFDWLRQ� LV� µDVVRFLDWHG� ZLWK� PDQ\� EHQHILWV� DV� FRPSDUHG� WR� D� VLQJOH-business 

PDLQO\�EHFDXVH�RI�WKH�EHQHILW�WKDW�UHVXOWV�IURP�HFRQRPLFV�RI�VFDOH��µ0XOWLQDWLRQDOV�RU�H[WUHPHO\�

diversified firms have an outstanding chance to get internally spawned finances at lesser outlays 

as compared to outside financing (Mendoza, Espinosa & Araya-Castillo, 2019).¶�&RUSRUDWLRQV�WKDW�

embrace diversification have more capital formation flexibility than single-business companies 

since they can quickly access both internally generated and external resources (Fosfuri,  

Giarratana, & Roca, 2016). Additionally, differentiated firms can transfer wealth between business 

unites and entice capital funding for intensifying their ventures (Cobb, Wry & Zhao, 2016).. 

Nevertheless, over-ambitious and unscrupulous executives may practice diversification for their 

private advances (Ekimova, et al, 2016). Corporate diversification will be measured using 

Herfindahl-Hirschman Index.  

1.1.2 Financial Performance 

Performance can be underVWRRG�DV� WKH� µDELOLW\�RI�EXVLQHVV�HVWDEOLVKPHQW� WR�DFKLHYH� WKHLU�JRDOV�

effectively and efficiently while utilizing resources that are within their disposal (Muthuveloo, 

Shanmugam, & Teoh, 2017). According to Ayora, (2020). Performance connotes the level at 

which corporate activities actualizes specific objectives and meets customer needs. Objectives and 

to a larger extent customer satisfaction cannot however be accurately measured. Performance is a 

VXEMHFWLYH� LQGLFDWRU�RI� D� ILUP¶V� DELOLW\� WR� DFKLHYH� ILUP¶V�objectives. Consequently, the concept 

indicates a subjective measure of what is done by an entity and its definition varies from one 
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context to another depending on the type of business objective. According to Eneizan, et al, (2016) 

holistic measurement of SHUIRUPDQFH� LQYROYHV� DSSOLFDWLRQ�RI�ERWK� ³ILQDQFLDO� DQG�QRQ-financial 

PHDVXUHV�´�)LQDQFLDO�LQGLFDWRU�RI�ILUP¶V�SURGXFWLRQ�LQFOXGHV�SURILWV�DQG�RWKHU�DFFRXQWLQJ�EDVHG�

variables that can be derived from the financial reports. On the other hand, non-financial indicators 

include metrics such as customer satisfaction, employee satisfaction and internal business 

processes. 

)LQDQFLDO� SHUIRUPDQFH� LV� DQ� LQGLFDWRU� RI� SURILWDELOLW\� DQG� D� JUHDW� PHDVXUH� RI� ILUP¶V� VXFFHVV��

Profitability is a gauge of company success in a certain time. Susanti et al, (2020). views entity 

profitability as a valid indicator of managerial effectiveness in utilization of firm resources as laid 

RXW� LQ� ILUP¶V� ILQDQFLDO� VWDWHPHQW� RI� ILQDQFLDO� SRVLWLRQ�� µ3URILWDELOLW\� RI� D� FRPSDQ\� LV� WKHUHIRUH�

measured with service of the fiscal ratios such as the return on capital employed(ROCE), return 

on assets (ROA), return on equity (ROE), Tobin Q, market share among other things. Return on 

assets (ROA) is determined by dividing net income and total average assets. Thus, ROA shows 

how well the management is making use of its assets to generate profits for the company (Sari & 

Endri, 2019).  

Ascertaining iFRPSDQ\¶V iefficiency iand ioperational iperformance ithrough ithe ireturns 

iaccruing ifrom iassets iemployed iby ithe ifirm iis ialso iimportant. iThe ireturn ion iequity 

i(ROE), iis icalculated iby idividing iILUPV¶ inet iincome iby ishareholders iequity. iManagerial 

iefficiency ican ibe idetermined iby iROA iand iROE iwhere ihigh ivalue iwould imean ihigh 

imanagerial iefficiency iand ivice iversa. iThe imost iregularly iapplied iindex iof iILUP¶V 

iperformance iis ireturn ion iassets i(Mwaniki iand iOmagwa, i�����¶¶�� 
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1.1.3 Commercial Banks Quoted at Nairobi Security Exchange 

Nairobi security exchange is a public exchange for trading of financial securities in Kenya. The 

VHFXULW\� H[FKDQJH� ZDV� EURXJKW� WR� H[LVWHQFH� LQ� ����� XQGHU� WKH� VRFLHW\� DFW� DV� D� ³YROXQWDU\�

DVVRFLDWLRQ� RI� EURNHUV´�� ,WV� PDLQ� WDVN� ZDV� WR� IRVWHU� GHYHORSPHQW� RI� DQ efficient market and 

regulation for security trading in Kenya. The exchange also provides an avenue for companies to 

raise cheap finance for their business operations by providing a platform for trading debt and equity 

securities.  

Since iinception, iNSE ihas iundergone inumerous ichanges isince iits icommencement iwhich 

iincludes ienactment iof itrading iand isettlement irules, iCentral idepository isystem, iautomation 

iof ithe imarket, idemutualization ifrom imutual icompany ito icompany iltd iby ishares i(NSE, 

i2019).. Nairobi security exchange ranks fourth in terms of volumes of shares traded and fifth in 

terms of market capitalization in Africa (Iraya & Musyoki, 2013). The capital market authority is 

primarily tasked with responsibility of effecting good corporate governance practices among listed 

companies and efficient development of security market (NSE, 2019). 

µ&RPPHUFLDO� EDQNV� TXRWHG� DW� WKH� 1DLUREL� WUDGLQJ� ERXUVH� KDYH� FRQWLQXHG� WR� H[KLELW� SRRU�

performance as evident with many profit warnings despitH� JRYHUQPHQW¶V� FRQFHUWHG� HIIRUWV� LQ�

ensuring there is favorable environment for doing business in the country (Ayako, Kungu and 

Githui, 2015). Profit warning is undisputable indication of declining performance within respective 

industry. For example national bank of Kenya, HF Group and chase bank nearly collapsed as a 

result of deteriorating performance and corporate governance issues (Waweru, 2017). Moreover, 

the failure of the three Kenyan commercial banks like chase banks in the year 2016 has sparked 

much reaction with respect to the health of the banking sector in general. These developments 
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motivated the need for a study investigating on performance issues and specifically enquire on the 

influence of audit diversification and performance of listed commeUFLDO�EDQNV¶� 

1.2 Research Problem  

Financial risk management has become a critical function in execution of business processes as 

more and more firms worldwide try to minimize huge losses to the banking industry. 

µ'LYHUVLILFDWLRQ�KDV�EHHQ�VHHQ�DV�YLWDO�LQ the reduction of risk. Daud and Salamudin (2009) opine 

WKDW�ZHOO�GLYHUVLILHG�FRPSDQ\¶V�H[FHO�LQ�SHUIRUPDQFH�WKDQ�ILUPV�LQ�WKH�VDPH�LQGXVWU\�WKDW�IRFXV�RQ�

a single product. Mansi and Reeb (2002) posit that companies that embrace diversification have 

higher chances of managing and mitigating their uncertainty, increase their sales revenue, upscale 

their profitability margins. Commercial banks and other financial intermediation firms have in the 

recent formed the hub of the recent financial crises and poor performance (Sanusi, 2010). This has 

EHHQ� RFFDVLRQHG� E\� WKH� GURS� LQ� ILUP¶V� YDOXH� FRXSOHG�ZLWK� ILFWLWLRXV� ILQDQFLDO� UHSRUWLQJ�ZKLFK�

resulted from fraudulent acts of management, over-reliance on one source of income, non-

adherence to corporate governance practices and distorted credit management policies. This has 

resulted to creative accounting which has in most cases led to huge loss and collapse of some 

commercial banks such as chase banks. Corporate diversification has been regarded as one of the 

fundamentaO�VWUDWHJ\�WR�WXUQ�DURXQG�WKH�IRUWXQHV�RI�WKHVH�ILQDQFLDO�LQVWLWXWLRQV¶��� 

Majority of Listed commercial banks in have embraced corporate diversification in bid to boost 

their revenue streams by providing one-stop-shopping facility to their clients. For instance equity 

bank has incorporated bancassurance services, real estate financing, merchandize financing, 

mobile banking among others as part of their product offering. Unfortunately, many commercial 

banks quoted at NSE continue to report huge financial losses in their financial reports over time 
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while others continue to issue profit warnings due to declining profit levels (Muchira, 2018). For 

instance, in the year 2019, national bank of Kenya and HF group issued profit warnings to its 

existing and potential shareholders (Guguyu, 2019). Moreover, significant numbers of firms 

quoted at NSE have missed the financial reporting deadlines while others have gone into 

administration for an assortment of internal and external reasons. In quest to find out the real cause 

behind this poor performance of quoted firms at NSE, innumerable scholars and practitioners have 

strived to investigate the issues and turnaround the performance cases of listed commercial banks 

with no success as evidenced by many profit warnings up to date (Muhatia, 2018). Consequently, 

enlisted bank firms have resorted to retrenchment and employee layoffs as strategies to cut down 

operation costs and boost the bottom line and this phenomenon has trigged the demand for this 

inquiry. 

The concept of corporate diversification has attracted a never ending debate globally and in local 

scene. Globally, Osifo and Osagie (2020); Jouida, Bouzgarrou and Hellara (2017) avers that there 

is a negative impact on valuation indicators of entities caused by corporate divesification whereas 

Capar and Kotabe (2013); Hymer, 1976; Caves, 2007; Doaei and Shavazipour (2013); Yildirim 

and Efthyvoulou (2018) and Porter (1980) stressed on the importance of corporate diversification 

in achieving success and competitive edge in mDUNHW�SODFH��µ7KH\�GHEDWHG�WKDW�ZKHQ�EXVLQHVVHV�

are challenged with unbending competition, divergence is a central policy and the corporate have 

DYHQXH�WR�FRQVWUXFW�PDUNHW�SRZHU��KHQFH�\LHOGLQJ�LW�DGPLWWDQFH�WR�FRPELQH�DXWKRULWLHV¶��)XUWKHU�

argue that Firms are able to incorporate foreign diversification to advance their competitive power 

in the market. 
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Locally, ian iexperimental ienquiry iof iportfolio idiversification iamong ibanks iin iKenya iwas 

idone iby iMaithulia, i1995; iMwindi, i2003; iNjoroge, i2003; iMwau, i2005; iNjoroge, i2006) 

iMaithulia i(1995). iExploration iof ithe iapplication iof iunrelated idiversification istrategy iby 

ithe ichief ioil iestablishments iin iKenya iwas idone iby iMwindi iin ithe iyear i2003. iIn ireference 

ito ithe istudies icited iabove, ithere iexists ia igap iin iresearch ithat ithis istudy iseeks ito iaddress 

iby iaddressing ithe ifollowing iquestion: iWhat iis ithe ithe iinfluence iof icorporate 

idiversification ion ifinancial iperformance iof ilisted icommercial ibanks iat iNSE? 

1.3 Research Objective 

The general objective is to ascertain the influence of corporate diversification on financial 

performance of listed commercial banks at NSE. 

1.4 Value Of The Study 

The study will be helpful to policy makers since the findings of the study will help in the 

formulation of sound policies that will enhance performance and growth of the commercial banks 

under study. The articulated policies will successively empower the firm to progress its operational 

events to heighteQ�LWV�SURGXFWLRQ�DQG�PDWFK�WKH�LQYHVWRU¶V�JRDO�RI�³ZHDOWK�FUHDWLRQ´ 

The istudy iwill ibenefit iExecutive iby isupplying ithem iwith iappropriate iinformation ion ithe 

iinfluence iof icorporate idiversification ion ifinancial iperformance iof ilisted icommercial ibanks 

iin iKenya iwhich ican ihelp ithem iin idesigning iappropriate ipolicies iand iadministration 

ipolicies ito iget ithe ibest iout iof ithe ibusiness. The research will also help the executive to 

acknowledge on the impact of corporate diversification to firm value and the best way to design 
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µLW�WR�FDSLWDOL]H�RQ�VKDUHKROGHUV�IXQGV¶� The study will also benefit Intellectuals and Impending 

Researchers. The study will provide basis for conducting future studies.  

The research outcome will be of great significance to manufacturing companies in making and 

HYDOXDWLQJ�µNH\�LQYHVWPHQWV�FKRLFHV�ZKLFK�ZLOO�HQDEOH�WKHP�WR�GLYHUVLI\�WKHLU�RSHUDWLRQV�VR�DV�WR�

PLWLJDWH�WKHLU�RYHUDOO�ULVN�H[SRVXUH�¶�,W�ZLOO�DOVR�SURYLGH�DPSOH�literature that will serve as a guide 

to future scholars in this field of inquiry.  
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CHAPTER TWO: LITERATURE REVIEW 

2.1 Introduction 

The icomprehensive itheoretical iand ithe iempirical istudies ion ithe i³DVVRFLDWLRQ ibetween 

icorporate idiversification iand iperformance iof ienlisted icommercial ibanks iat i16(´DUH 

idiscussed iin ithis ichapter ias iwell ias iconceptual iframework iand idocument isummary iof 

iwritings ireview.  

2.2 Theoretical Review 

Theoretical models that try to shed light on the alternative elucidation of the influence of corporate 

diversification and performance of enlisted commercial banks at NSE. The theories that are 

reviewed in this section are; modern portfolio, agency model and resource based model. 

2.2.1 Agency Theory  

7KLV�PRGHO�ZDV�³DGYDQFHG´�E\�-HQVHQ�DQG�0HFNOLQJ�LQ����������-HQVHQ�DQG�0HFNOLQJ��������SXW�

IRUZDUG�WKDW�PDQDJHUV�DUH�GULYHQ�E\�VHOILVK�JRDOV�DQG�WKH\�DFW�LQ�WKHLU�³SULYDWH�FRQFHUQ´�ZLWK�SHWLWH�

or no honor to tKH�³FRQFHUQ�DQG�ZLVKHV´�RI�WKHLU�HPSOR\HUV�ZKR�DUH�WKH�VKDUHKROGHUV�XQOHVV�WKH\�

are supervised strictly. According to the argument advanced in this theory, over-ambitious and 

self-driven agents  may use diversification for their private gains instead of  applying 

diversification strategy to allocate resources between businesses and appeal capital funding for 

growing their businesses and creating more business value (Meyer et al., 1992). As a result, this 

necessitates alignment of shareholders interest with managerial interest by instituting a system for 

managerial control by board of directors who are the appointee of the shareholders. Managers are 

employed to run business on behalf of shareholders who give them full control of resources and 
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decision making capability. However, due to selfish interest of shareholders, the theory assert that 

managers may use the diversification strategy as an avenue to advance their interest at the expense 

of their bosses unless the activity is closely controlled and monitored (Jensen and Meckling 1976). 

2.2.2 Modern portfolio theory  

Portfolio concept was first discovered by Harry Markowitz in the 1950's. For its use, it assumes 

that assets returns are normally dispersed over the time under enquiry. Modern portfolio theory 

argues that companies can achieve maximum return at a minimum risk through diversification. 

Diversification helps the firm to spread the risks that are often associated with a particular revenue 

stream and help the firm to maximize its return. Portfolio efficiency is determined by choosing 

asset mix that minimizes the risk exposure at a given payoff. The additional supposition of 

undesirable exponential value tips to assortment optimization issues that are lined in return and 

variance. Firms that manage to diversify their operations beyond their normal business line have 

the potential and capability to maximize their average returns with petite exposure to risks. When 

companies diversify, they are able to receive good returns even when the economic conditions are 

not favorable for the main business line (Markowitz, 1950). 

2.2.3 Resource Based Theory  

Resource based theory was proposed by Wernerfelt (1984). According to this theory, organizations 

are viewed as a bundle of resources that have an important impact oQ�ILUP¶V�YDOXH���)XUWKHU��WKHRU\�

opines contemplate that corporate diversification  enables the entity concerned to get critical 

resources from the external environment, managerial capability, access to markets, value creation, 

competitive advantage and ulWLPDWHO\�ILUP¶V�SHUIRUPDQFH��'LYHUVLILHG�ILUPV�DUH�ELJ�LQ�VL]H�ZKLFK�
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enables them to access market easily and enjoy economics of scale from their operations. 

Accordingly, large sized firms are presumed to have enormous resources, wider strategic networks 

with other business partners, wider access to markets and exhibit low production costs for their 

SURGXFWV� DQG� VHUYLFHV� GXH� WR� HFRQRPLFV� RI� VFDOH�� 7KLV� WKHRU\� IRFXVHV� RQ� ILUP¶V� LQWHUQDO�

FKDUDFWHULVWLFV�DQG�WKHLU�UHODWLRQVKLS�ZLWK�ILUP¶V�YDOXH��,W�DWWHPSWV�WR explain profit variation that 

exists between large and small firms. Large firms are assumed to have wider access and control of 

critical resources such as financial resources, skills and capabilities, technology, human resources, 

physical resources among other resources which collectively create competencies and competitive 

edge for the firm (Pearce and Robinson, 2011). 

The theory observe the firm as a package of resources that are garnered together from the 

organizational environment to build organizational capabilities and competence which enable the 

firm to have extraordinary performance in the market place than other market players. Large 

organizations are presumed to have enormous resources to support their day to day (Grant, 1991). 

2.3 Determinants of Financial Performance  

2.3.1 Corporate Diversification  

Corporate diversification can advance revenue streams, debt capacity, mitigate likelihood of 

collapse as a result of bankruptcy by venturing into new offering/ markets and expand asset 

disposition anG�SURILWDELOLW\��/HZHOOHQ���������µ6NLOOV�HVWDEOLVKHG�LQ�RQH�EXVLQHVV�VKLIWHG�WR�QHZ�

FRUSRUDWHV� OLNHO\� XSVXUJH� ODERU� DQG� FDSLWDO� HIILFLHQF\¶��0DUNHW� EDVHG� ULVN�PHDVXUHV� IDFLOLWDWHV�

tradeoff between decrease in operating danger caused by diversification with augmented financial 

leverage, and as a result systematic risk remains the same (Raphael and Livnat, 1988). Firms 

reduce their operating risk by diversification and surge financial leverage to ride on the coat-tails 
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of tax benefits. A diversified firm can shift money from unit with excess to those starved of cash 

ZLWKRXW�WD[HV�RU�WUDQVDFWLRQ�RXWOD\V��%KLGH���������µ$V�D�UHVXOW�RI�WKH�FRLQVXUDQFH�HIIHFW��UHVRXUFH�

view and transaction cost effect, diversification becomes attractive to investors and debt capacity 

is thus significantly enhanced. Low and Chen (2004) in their inquiry, accentuated that product 

diversification has a positive impact on FL, implying that such diversification allows corporations 

to decrease their perils facilitating them to carry highHU�GHEW�OHYHOV¶� 

2.3.3 Firm size  

Firm size refers to how large or small an entity is and is often operationalized using total asset 

value, total number of employees or total sales revenue indicators. The size-profit hypothesis has 

been a concern in finance literature with different scholars expressing divergent views on the 

LPSDFW�RI�ILUP�VL]H�RQ�ILUP¶V�YDOXH��$GHED\R�DQG�-RKQ��������,Q�WRGD\¶V�FRPSHWLWLYH�ZRUOG��WKH�

concept of economies of scale has ignited debate on whether or not firm size matter. For instance, 

large manufacturing firms are able to manufacture products at relatively low costs as compared to 

their counterpart small firms due to economics of scale cost advantages. Firm size allows the 

organization to gain competitive advantage over other competitors in the market place, achieve 

ORZ� SURGXFWLRQ� FRVWV� IRU� SURGXFWV�� FDSWXUH� VLJQLILFDQW� PDUNHW� VKDUH� DQG� ERRVWV� WKH� ILUP¶V�

performance level. According to Shaheen and Malik (2012), large firms have a wider access to 

critical resources like best human resources, best technology, huge financial resources and physical 

UHVRXUFHV�WKDQ�WKHLU�FRXQWHUSDUWV¶�VPDOO�ILUPV��7KLV�FDSDELOLW\�HQDEOHV�WKH�ILUP�WR�LQQRYDWH�QHZ�

ways of production and new organizational offerings which in turn improve their financial 

performance.  On the other hand, Becker et al., (2010), asserted that firm size is negatively 

FRUUHODWHG� ZLWK� ILUP¶V� YDOXH�� $FFRUGLQJ� WR� %HFNHU� et al., (2010), large firms are normally 
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characterized by many operational procedures which creates bureaucratic ring curtailing the 

organization cUHDWLYLW\�� UHGXFH� ILUP¶V� IOH[LELOLW\� DQG� UHGXFH� LWV� DELOLW\� WR� UHVSRQG� WR� WKH� IDVW�

changing technological needs.  

Moreover, financial freedom enjoyed by large firms enables them to seize investment opportunities 

on timely basis ahead of their counterpart smaller competitors who struggle to raise funds for 

investment projects. Firm size has been identified as one of the reason for inter-firm variability in 

the reported profits and many empirical studies have been conducted to document the nature of 

the size-performance relationship with no conclusion. Empirical results from prior studies yielded 

mixed results with some like Gregory et al., (2005) and Romano et al., (2000) stipulating that size 

LV�SRVLWLYHO\�DVVRFLDWHG�ZLWK�ILUP¶V�YDOXH�ZKLOH�RWKHU�VFKRODUV�OLke Mazur (2007) alleged that firm 

size has a negative consequence on the value of the firm.  

2.4 Empirical Review 

2.4.1 Global Studies   

Ilaboya and Okoye, (2015) made inquiry on the nature of the association among audit firm size, 

non-audit services and audit quality from 2013-2015. The study population comprised of 

commercial banks enlisted at NISE. A sample of 18 commercial banks participated in the inquiry. 

The study applied primary research which was collected via use of structured questionnaires which 

were administered to respondents selected through purposive sampling approach. Survey design 

was applied and least square method was used to estimate the relationships. The was a positive 

relation of audit firm size and non ±audit services to audit quality and the positive relationship was 

statistically significant. The study revealed that large sized audit firm enables the auditor to carry 



16 

 

pout a thorough audit work and acquire comprehensive knowledge of business thus enhancing the 

quality of audit conducted.  

Speckbacher et al., �������H[DPLQHG�WKH�LPSOLFDWLRQ�RI�RUJDQL]DWLRQ�JURZWK�DQG�VL]H�RQ�ILUP¶V�

performance. In this study, Speckbacher et al., (2003) argued that expansion of the firm size is 

more likely to lead to more dispersed and complicated management processes. He further 

postulated that big firms are highly decentralized and scattered over different operating locations 

which give rise to information overloads to management. Consequently, large firms require a 

systematic, specialized, formal and sophisticated management control system which give rise to 

more operational overhead costs and lower the value of the firm. A similar study supporting this 

negative association between firm size and performance includes studies done by Kartikasari and 

Merianti (2016).  

Muritala i(2012) ievaluated ithe iprofitability iin iregard ito icapital istructure iof ientities ienlisted 

iat iNigeria isecurity iexchange ifor ithe iperiod iranging ifrom i2006 ito i2010. iThe imeasure iof 

icapital istructure ivariable iwas idebt iratio iwhile ithe iperformance iof ienlisted ifirms iwas 

imeasured iby ireturn ion iasset iindicator. iAsset iturnover, iILUP¶V iage; iasset itangibility iand 

ifirm isize iwere iapplied ias istudy icontrol ivariables. iThe iempirical istudy iemployed 

idescriptive iresearch idesign iand icollected idata ifrom ifinancial istatement ireports iof i5 

icompanies iquoted iat iNigeria isecurity iexchange. iRegression imodelling iwas iapplied ito ithe 

ipanel idata iand ithe ifindings idocumented inegative iimplication iof ifinancing istructure ion ithe 

iperformance iof iquoted ibusinesses iat iNISE. iIn iaddition, ithe istudy ialso iindicated ia 

ifavorable iinfluence ion ithe iperformance iof ibusiness iin iregard ito iasset isize, ifirms iage, 

iasset iturnover iand iasset itangibility. 
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A study on the relationship between size of audit firm and earning management in quoted 

companies in Tehran Stock Exchange from 2005 to 2009 was researched by Moradi, Salehi and 

Shirdel (2011). The study adopted survey research design and made use of secondary data. The 

findings revealed that no significant difference companies audited by audit firms and those audited 

by other members of SCA in Iran. Similarly, Naslmosavi, Sofian & Mohamed Saat (2013) 

indicated that audit ILUP� VL]H� GRHVQ¶W� KDYH� DQ\� LPSDFW� RQ� DXGLW� RSLQLRQ� WKRXJK� VRPH� VSHFLILF�

factors such as competence, experience, education and skills do have. 

2.4.2 Local Studies   

A study on the implication of capital structure composition on the profitability of quoted entity at 

NSE was conducted by Muturi and Githire (2015). The study involved all the 67 quoted firms and 

garnered data for five-year tenure starting from 2008 to 2013 from published financial reports. 

Explanatory research design was applied. Profitability was operationalized using return on asset 

accounting ratio while capital structure was captured by debt ratios. Multiple regression model 

was used in the analysis of the data and the findings showed that long term loan and equity had a 

positive implication on the business value. They further averse that long term debt provides ample 

financial resources which enable the firm to make the most of the investment chances in the market 

place and enhance its value. 

Another istudy ion ithe irole iof icapital istructure ion ithe iprofitability iof ismall iand imedium 

ibusinesses isituated iat iThika itown, iKiambu iCounty iwas icarried iout iby iMwangi iand 

iBirundu i(2015). iDescriptive iresearch idesign iwas iapplied. iData ifrom i40 iSMES iat iThika 

itown ifor ithe iperiod icommencing ifrom i2009 ito i2013 iwas iused iin ithis istudy. iThe iprimary 

idata icollected iwas ianalyzed iusing imultiple iregression imodels. iThe iindependent ivariable 
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iwas icapital istructure iwhile iasset istructure iand iturnover iwere iapplied ias icontrol ivariables. 

iThe ifindings ishowed ithat icapital istructure, iasset itangibility iand isales iturnover ihave ino 

iinfluence ion ithe iway iin iwhich ismall iand imedium ibusinesses iperform.  

Mwaniki and Omagwa (2017) empirical study in Kenya assessed the influence of asset structure 

on the profitability of enlisted firms in commercial and services category of Nairobi security 

exchange for the period 2010- 2014. The investigation applied descriptive research design. 

Profitability was operationalized by the return on asset, profit margins, return on equity indicators 

and EPS. Asset structure was represented by PPE, intangible assets, current assets and long term 

investments and funds. The investigation extracted secondary data from 7 companies. Results 

indicated that asset structure has a positive and statistically significant association with the 

profitability of the companies. This implied that higher the firm invests in long term assets, the 

better it performs in the industry. According to them, investment in fixed assets and other long 

term investments give an entity easy access to financial markets whenever they require funds for 

investment purposes. This in return enables the entity to finance expansion projects and take 

advantage of the emerging profitable opportunities hence leading to superb performance. 

Mwangi ii(2018) iiconducted iia iistudy iion iithe iiinfluence iiof iibusiness iisize iion iivalue iiof 

the iicommercial iibanks iiin iiKenya iifor iithe iiperiod ii2007-2016. iiSize iiwas iimeasured  

using iithe iinatural iilogarithm iiof iithe iitotal iifirm iiassets iiwhile iifirm iivalue iiwas 

operationalized iiusing iireturn iion iifirm iiassets. iiThe iistudy iiutilized iidescriptive iiresearch 

design iiand iiused iisecondary iidata iifrom iithe iipublished iifinancial iistatements iiof ii43 

commercial iibanks iiin iiKenya. iiThe iiresults iishowed iithat iithere iiwas iia iipositive 

implication iiof iiILUP¶V iisize iion iithe iivalue iiof iithe iifirm. iiAccording iito iiMwangi ii(2018), 
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large iifirm iisize iiresults iito iilower iitransaction iicosts iidue iito iibenefits iiassociated iiwith 

economics iiof iiscale iiwhich iiboost iithe iifinancial iiresults.  

2.5 Conceptual Framework 

The iconceptual iframework iwas ideveloped ifrom ithe itheoretical imodel iabove ito iexplain i 

ithe inature iof iassociation iamong ithe istudy iconcepts. iFinancial iperformance iis ithe 

idependent ivariable iand icorporate idiversification iis ithe iindependent ivariables. iFirm isize iis 

ithe icontrolling ivariable. 

 

 

 

 

 

 

Figure 2.1; Conceptual Framework 

2.6 Summary of Literature Review 

Empirical ischolarships icarried iout ilocally iand iglobally ion ithe ifocus imatter ireviews imotley 

iand iincompatible iresults iwhich ioblige ithe inecessity ifor i imore istudies.Corporate 

idiversification ihas ia inegative iimplication ion ithe ivalue iof ithe ifirm iunless imanagers iare 
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iclosely imonitored iand icontrolled iaccording ito iJensen iand iMeckling i(1976), iin itheir 

iagency itheory, i iConversely, iresource ibased itheory iargues ithat icorporate idiversification 

ienables ithe ifirm ito iacquire icritical iresources ithat inecessary ifor iwellbeing iof ithe ifirm.   

Similarly, the same empirical controversy has been witnessed with no any conclusion on the 

matter. For instance, Naslmosavi, Sofian & Mohamed Saat (2013) indicated that audit firm size 

GRHVQ¶W� KDYH� DQ\� LPSDFW� RQ� DXGLW� RSLQLRQ� WKRXJK� VRPH� VSHFLILF� IDFWRUV� VXFK� DV� FRPSHWHQFH��

experience, education and skills do have. Moreover, Mwangi and Birundu (2015) tested the role 

on capital structure on the profitability of small and medium businesses situated at Thika town and 

asserted that capital structure has no bearing on firm value.  

However, these studies does not focus on the influence corporate diversification have on firms 

value which creates a void in empirical literature that this study seeks to fill. This study is 

researching on the relationship between corporate diversification and performance of commercial 

banks quoted at NSE.
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.1 Introduction 

This ichapter idiscusses ithe ipractical iapproach iused iin icollecting idata ias iwell ias iexplaining 

ithe irelationship ibetween icorporate idiversification iand ifinancial iperformance iof icommercial 

ibanks iquoted iat iNSE. iThis ichapter idiscusses ithe ifollowing isub-topics; iresearch idesign; 

ipopulation; idata icollection iand idata ianalysis. 

3.2 Research Design 

Research idesign iis ithe iapproach ithat iwas iadopted iin ithe istudy ito ihelp iin igetting isolutions 

ito iquestion iat ihand i(Groenewald, i2004). iThis istudy iwas iadopt ipanel isurvey iresearch 

idesign isince iit iprovides ian iobjective imethodology iof itesting ithe iexpressed iµVXSSRVLWLRQ 

ibased ion iassumption ithat ireality iis ibest iunderstood ivia iapplication iof ithe iquantitative, 

iscientific iand istatistical iprocedures. iThis iresearch idesign iallows ifor icollection iof idata 

irepeatedly, ifrom ia ipre-recruited iset iof ipeople, iobjects ior iinstitutions. 

3.3 Population 

Population can be understood as the assemblage of people and firms of prime concern to the 

researcher (Creswell, 2002). The population that was used in this research was 11 commercial 

banks enlisted at NSE. The target population used in this study provided appropriate data that was 

used in indicating the influence of corporate diversification in terms of financial performance of 

enlisted commercial banks at NSE trading bourse. 
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3.4 Data Collection  

These iare ithe iapproaches ithat iwere iused iin ithe istudy igathering icritical iinformation ifor 

iproject iFRPSOHWLRQ¶ i(Craddick iet ial., i2003). iThe istudy iused isecondary idata iwhich iwas 

iextracted ifrom iµILQDQFLDO irecords ifor ithe iperiod i2014-2019. iThe istudy iperiod iwas ichosen 

ibecause imost icommercial ibanks ienlisted iat iNSE ireported ihuge ilosses iin itheir ifinancial 

ireports iand ihence ithe istudy iwould ilike ito iinvestigate iwhether ithere iis iany irelationship 

ibetween icorporate idiversification iand ifinancial iperformance iof iquoted icommercial ibanks 

iat iNSE. The data for the study was a combination of cross-sectional and time series data from 

the identified firms listed on the NSE. To enhance data collection, operationalization of variables 

was as follows: 

Table 3.1:  Operationalization of the study variables 

Variable Type Variable Name Indicators Measure 

Dependent Variable Financial Performance Profitability Return on assets 

Independent Variable Corporate diversification Portfolio 

diversification 

Herfindahl-Hirschman 

Index (HHI) 

Control variable   Firm Size Total firm assets Natural logarithm of 

total assets 
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The HHI was put in place to measure the level and trend of corporate diversification among 

Kenya's commercial banks. It was looking for the level of diversification of commercial banks; 

some commercial are more diversified than others are. The HHI is calculated by squaring the 

market share of each competing bank and then adding the resulting figures together. HHI of below 

1,500, indicates the existence of a competitive market, HHI of between 1,500 and 2,500 signals a 

moderately competitive marketspace while HHI of more than 2,500 signal a high concentration. 

3.5 Data Analysis 

Secondary idata ifrom iNairobi iSecurities iExchange ireports iand ithe ilibrary iwas ireviewed 

ifor icompleteness iand iconsistency ito iapply ithe istatistical ianalysis. iIn iaccordance ito 

iMugenda i(2003), idata imust ibe icleaned, icoded iand iproperly ianalyzed ito iobtain ia 

imeaningful ireport. iThe iNSE idata iwas ianalyzed iusing idescriptive iand iinferential istatistical 

iapproach. iThe iExcel isoftware iwas iused ito ialter ithe ivariables iinto ia iformat iappropriate 

ifor ianalysis iafter iwhich ithe iSTATA i14.0 isoftware iwas iemployed ifor ifurther ianalysis.  

To iassess ithe iquantitative idata iconcerning imean, ivarious istatistics iwere iused iincluding ithe 

istandard ideviation iand ithe irange. iTables iand icharts iwere ialso iutilized ito isummarize 

ireplies iin iorder ito ifacilitate ifurther ianalysis iand ienable icomparison. iThe icommercial ibank 

ilevel, iwhich iis ilisted ion ithe iNairobi iSecurities iExchange, iwas iused ias ithe iunit iof 

ianalysis. iIn idetail, iPanel idata iregression ianalysis iwas iused iin ithe istudy ito idetermine ithe 

iassociation ibetween iboard icharacteristics iand ifinancial iperformance, iincluding ithe 

idirection iof ithe irelationship.  
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3.5.1 Analytical Model  

The study allows consideration of all explanatory variables in the model due to their key focus in 

the long run association with the dependent variable. Following Ehikioya (2009); Ujunwa (2012) 

and Illaboya and Obaratein (2015), as well as Orayo and Mose (2016) the empirical model and 

thus econometric model is outlined as follows; 

࢚ࡼࡲ ൌ ࢼ  ࢚ࡵࡴࡴࢼ  ࢚ࡿࡲࢼ   ����»»»»»»»�»»»»»»»»»»»»» ࢚ࢿ

Where: 

FPit is financial performance of the bank (ROA);  

HHIit is the corporate diversification index;  

FSit is the firm size or bank size; 

 ଶ are the coefficients for respective variables whileߚ�ݐ�ଵߚ  is the constant coefficient andߚ

 ௧ is the error term. Decision rule was based on the p values. The study used a confidenceߝ

interval of 95%, implying that if p < 0.05, was a statistical significance hence null hypothesis 

was rejected. 

3.5.2 Diagnostic Tests 

The istudy iused ia ipanel idata iestimation itechnique ibecause iof iits iseveral iadvantages ithat 

iis iit ihas ia igreater idegree iof ifreedom iand iless imulticollinearity ileading ito imore iefficient 

iestimates, i(Hsiao, i2003) iand igives igreater iflexibility iin imodelling idifferences iin ibehaviour 

iacross ithe ifirms iunder istudy iwhich ienables ius ito icontrol ifor iunobserved iheterogeneity. 
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The ipanel idata ianalysis imethod ihas itwo imain iapproaches, inamely; ithe iFixed iEffects 

iModel i(FEM) iwhich iassumes iomitted ieffects iunique ito icross-sectional iunits iare iconstant 

iover itime iand ithe iRandom iEffects iModel i(REM) iwhich iassumes ithe ioverlooked ieffects 

iare irandom iover itime. iHausman imodel ispecification itest iwas iconducted iso ias ito ichoose 

ibetween ithe ifixed iand irandom ieffects. iIt iexamines icorrelation iof ithe idifferent ierrors iwith 

ithe iexplanatory ivariables i(Greene, i2008).  

The study items were studied by regular testing, and the stated model was computed using a 

statistical program (STATA). Unit root test, homoscedasticity, normality, and independence of the 

error term were among the other key assumptions tested before the regression analysis. The 

presence of multicollinearity and outliers was explored prior to assumptions testing. The study 

employed the Levin Lin Chu unit root test for the unit root test. 

3.6 Tests of Significance  

Parametric itests iwere iconducted ito idetermine ithe iimportance iof ithe icorrelation iinstead iof 

ithe itwo ivariables iunder ithe istudy: icorporate idiversification iand ifinancial iperformance iof 

icommercial ibanking isector ifirms iregistered iat iNSE. iTo iidentify ithe idegree iand idirection 

iof ia ilinear irelationship iamong ivariables, ithe istudy iused ithe icoefficient iof idetermination 

i(R2- iexamines ithe igoodness iof ifit iin iregression ianalysis) iand ithe icoefficient iof imultiple 

icorrelations. iTo itest ifor ioverall isignificance, iuse ian iANOVA iwith ithe iF-Test, iit 

idetermines iif ivariances iof itwo ivariables iare iidentical iand ithe itwo-tailed itest iwas iused ito 

irule iout ithe ialternative ithat ithe ivariances iare inot iequal 
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CHAPTER FOUR: DATA ANALYSIS 

4.1 Introduction 

This chapter contains the outcomes of the analysis on the influence of corporate diversification 

based on the performance of enlisted commercial banks. The findings are based on analyzed 

data ranging between 2014 and 2019.  

4.2 Descriptive Statistics 

The following Table 4.1 below contains the summary statistics with regard to key variables, 

QDPHO\��FRUSRUDWH�GLYHUVLILFDWLRQ��ILUP�VL]H�DQG�EDQNV�SHUIRUPDQFH�HQOLVWHG�DW�TXRWHG�.HQ\D¶V�

commercial banks. The data set described in the below table will be a representation of the whole 

population. 

Table 4.1:  Summary Statistics 

Variable Observations Mean Std. Dev. Min Max 

ROA 66 0.0486 0.0474 0.008 0.223 

Market share 66 27.68818 15.2247 4.788293 60.74192 

Ln of Firm size 66 9.8168 5.6485 8.4780 10.9673 

Ln=Natural logarithm 

As shown in Table 4.1, the measurement of average performance by ROE was .0486 the standard 

deviation being .0474 with a maximum of .223 and a minimum of .008.  This implied that most 

commercial banks made profits over the study period. On market share, most banks had average 
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share of 27.7 percent where a bank with the least share being 4.7 percent while the dominant 

bank had a market share of 60.7 percent. Figure 4.1 shows trends on average market share per 

bank. It can be depicted that BK group PLC followed by KCB group had the highest average 

market share of 54.9% and 50.5% respectively.  National Bank of Kenya and HF group Ltd had 

the least market share of 10.2% and 5.8% respectively. 

 

Figure 4.1: Trends on market share (%) 

Corporate diversification as measured by HHI computed by squaring each of the bank average 

market share which summed up to 10,849.2. The average HHI obtained signaled a high 

concentration market. From table 4.1, the average firm size, as assessed by the natural logarithm 

of total assets, was 9.8168.and the average ranged between 8.478 and 10.9673. 
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Further technical analysis of the return on assets is being carried out to look into the pattern of 

banks listed on the NSE, as previously indicated. According to the graphical analysis (figure 

4.1), House Finance Company, I&M Bank, KCB, National banks, NIC and standard chartered 

bank possess similar characteristics such that their ROA is constant over time. ABSA, Equity 

bank and Cooperative bank present an increasing pace over time. On the contrary, Stanbic bank 

and Diamond trust bank shows a decreasing pace over time. For more details, figure 4.1 shows 

the financial performance trends of a few selected commercial banks at the NSE as of December 

2019. 
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Figure 4.2: Graphical scrutiny of financial performance of NSE Listed Commercial Banks  

 

4.3 The influence of corporate diversification on financial performance of listed commercial 

banks at NSE 

The research examines the impact of business diversity on the financial performance of NSE-

listed commercial banks. Variations across panels and within parameters highlight this 

inclination, as shown by descriptive statistics. The study primarily focuses on investigating how 

the stated variables, due to their stochastic nature, connect to financial performance in either 

firm under investigation. After pre-estimating multicollinearity and unit roots tests, the 

hypothesized model was estimated. A Hausman model specification test was also carried out. 

4.3.1 Correlation Analysis  

Correlation ianalysis iis iused ito iestablish ithe iextent iof ithe icorrelation iof idifferent ipairs 

iof ivariables iunder istudy. iIt imeasures/calculates ithe icorrelation icoefficient ibetween i1 

iand i-1. iThis ifurther ipredicts ithe ipresence ior iabsence iof imulticollinearity iwhich iis 

iconsidered ito iexist iwhen ithere iis iperfect ilinear irelationship ibetween ithe ivariables iunder 

ithe istudy. i iThe icorrelation imatrix iwas iused ito idetermine iif iany ipair iof iindependent 

ivariables iwas ihighly icollinear ithrough ithe imagnitude iof ithe icorrelation icoefficient iof 

ithe ipairs iof ivariables iestablished. iThis ibias iarises iwhen ione ior imore ipairs iof 

iindependent ivariables iare iperfectly icorrelated ito ieach iother. 
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Table 4:2: Correlation Matrix 

Variables ROA HHI  Firm Size 

ROA 1   

HHI -0.1688 1  

Firm Size -0.1053 0.3923 1 

 

If ithe icorrelation icoefficient iwas iequal ito ior igreater ithan i0.5, imulticollinearity iwas 

ipresent, iwhich icould ilead ito ispurious iregression. iAs ishowed iin iTable i4.2, ithe istudy 

iestablished ithat inone iof ithe ipairs ihad ia icorrelation iexceeding i0.5 i(starred icorrelations) 

iwhich iis ithe icriterion ifor iallowing isuch ivariables ito ibe ikept. 

4.3.2 Unit root test 

To iavoid ichange iof ithe iestimates iover itime idue ito inon-stationarity, iunit iroot itests iwere 

iapplied ito iinvestigate ior idetect inon istationarity iin iall ithe istudy ivariables iwhich iin iturn 

ileads ito ispurious iestimates. iIn ithis icase, icorporate idiversification iand ifirm isize 

iindicators iunder istudy iwere isubjected ito iLevin-Lin-Chu iunit-root itest. iIn ithis itest iif 

ivariables iare ifound ito ibe inon- istationary, ifirst idifferencing ior isuccessful ilagging iis 

iapplied iuntil ithe ibias iis ieliminated. iPresence iof iunit iroot ileads ito ispurious iregressions.  

The inull ihypothesis iin ithis icase iwas ithat ithe ivariable iunder iconsideration iwere inon-

stationary ior ihas iunit iroot iand iin ithis istudy, iit iwas istated ias; inull iand ialternative 

ihypothesis istate ithat iPanels icontain iunit iroots iand iPanels iare istationary irespectively. 
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iTable i4.3, ithe iLevin-Lin-Chu iunit-root itest irevealed ithat iall ivariables ihad ip ivalues iless 

ithan isignificance ilevel iof i0.05 iwhich iled ito irejection iof ithe inull ihypothesis i(that ithe 

ivariables ihad iunit iroot).  

Table 4:3: Levin-Lin-Chu Unit-Root Test 

Variables  Unadjusted t-

statistic 

P value at lag(0)  Order of 

Integration 

ROA -28.2947 0.0000 I(0) 

HHI -9.5e+02 0.0000 I(0) 

Firm size -36.7598 0.0000 I(0) 

6RXUFH��$XWKRU¶V�FRPSXWDWLRQ��6LJQLILFDQFH�SHJJHG�DW����OHYHO� 

4.3.3 Hausman Specification Model  

In iorder ito idetermine ithe ibest ifitting imodel iof ifirm iperformance, ithis istudy iadopted 

iHausman ispecification itest iwhere ithe ifixed ieffects imodel ispecification iwas icompared 

ito ithe irandom ieffects imodel. iAccording ito iWoodridge i(2004) iunder ifixed ieffects, ithere 

iis ian iassumption ithat iall ithe idispersion iin iobserved ieffect iis idue ito isampling ierror 

iwhereas iunder irandom ieffects, ithere iis iallowance ithat isome iof ithe idispersion iobserved 

imay iillustrate ireal idifferences iin ieffect iof isize iacross ifirms i(Baltagi, i2005), iin ithis 

icase ilisted ifirms iunder iNSE. iThe inull ihypothesis iwas ithat ithe idifferences iin iestimates 

iare inot isystematic. iConsequently, ion iconducting ithe itest, iit iwas ishown ithat iP-value iof 

i0.8481, iat i0.05 ilevel iof isignificance, iimplied ithat ithe iindividual ilevel ieffects iare ibest 
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imodelled iusing ithe irandom ieffects imethod. 

Table 4:4: Test for Model Selection: REM versus FEM  

 

The Hausman test preferred the random effects model to the fixed effects model in this study 

because the latter does not limit estimation effects of the mean of the distribution effects to one 

true effect (Hausman, 1978). Despite the fact that each commercial bank included in the study 

had different information regarding distinct effect sizes, it was vital to verify that all of these 

effect sizes were reflected in the summary estimate.  

4.4 Regression Results for Random Effects Model  

The random effects invariant is regarded valid for interpretation after completing the appropriate 

pre-estimation diagnostic and model selection procedures. Note that, unlike Anderson and 

Hsiao, this model does not imply strict exogeneity, (1982). Explicitly estimating random effects 

can be beneficial in some cases since the effects can provide information on parameters of 

interest. Table 4.5 indicates the results of the estimated model. 
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Table 4:5: Results for Random Regression Model 

 

The iresults iin iTable i4.5 ishows ithe itotal ivariations iof i27.2% iexplaining ifinancial 

iperformance iof ifirms iwhile ithe iother iproportion imay ihave ibeen ifactored iin iby iother 

ifactors inot iconsidered iby ithis istudy. iAlso, i87.7% iof ithe ivariations iexplain ibank 

ifinancial iperformance iin ibetween ithe ipanels iand iapproximately i9.36% iof ithe ivariations 

iexplain ifirm ifinancial iperformance iwithin ithe ipanels. iDespite ilow ivariations i(Overall 

ivariation) iin irespective ipanels iwhich iis iexpected idue ito icross isectional icomponent, ithe 

istudy irevealed ioverall isignificance iof i0.0000 iwhich imeans ithat icorporate idiversification 

ias iwell ias inatural ilogarithm iof ifirm isize iemployed iin ithe imodel iwhich iwere 

istatistically isignificant iat ithe iselected isignificance ilevel i(0.05) iin iexplaining ithe 

ifinancial iperformance iof ilisted icommercial ibanks ifirms iat iNSE. 
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The ifinal iestimated imodel iis ias iindicated ibelow; 

࢚ࡼࡲ ൌ Ǥ ૠ െ Ǥ ࡵࡴࡴ  Ǥ ିࢋ࢚ࡿࡲ i i«««««««««««««�««« 

i4.1 

Further, ithe iresults ispecifically iindicated ithat ithe icoefficients iof ithe iHHI ias ibeing 

istatistically isignificant iand ihad ia inegative iinfluence iperformance iof ilisted ibank iat iNSE 

isince itheir ip ivalues iwere i0.000 iand inone iof ithe iconfidence iintervals iincluded izero. 

iHowever, ifirm isize iwas ifound ito ibe ipositive iand istatistically iinsignificant iin 

iinfluencing ifinancial iperformance iof icommercial ibanks ilisted iat iNSE. iThis iwas iafter 

iits ip ivalue iexceeded ithe iselected isignificance ilevels. iHowever, ithere iwas iabsence iof 

icorrelation ibetween ithe istochastic iterm iand ithe iregressors. 

Due ito itime iseries icomponent, ithe irandom ieffects imodel imakes iassumptions ion inormal 

idistribution iof ithe istochastic irandom ierror iterm, ilinearity, iconstant ivariance iof ierror 

iterms iacross iobservations iand ino iserial iautocorrelation iof ithe ierror iterms. iHowever, 

iregarding iheteroscedasticity iand iautocorrelation, iWaldinger i(2011) isuggests ithat istandard 

iregression ipackages i(such ias iSTATA) inormally idoes ithe iadjustment iof istandard ierrors 

iautomatically iif ione ispecifies ia irandom ieffects imodel. iThis iimplies ithat ipanel idata 

iapproach itakes icare iof ithe ipresence iof ivarying ivariance iof ithe istochastic iterms iacross 

iall ithe iobservations iin ithe ipanels iand iany isuspected ior iproved icorrelation ibetween 

irandom ierror iterms iof ithe isubsequent itime iperiods. iTherefore, ithe ifollowing ipost 

iestimation idiagnostic itests iwere iundertaken iso ias ito ivalidate ithe iyielded iestimates. 
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4.4.1 Multicollinearity test 

Following the correlation analysis, the study suspected presence of multicollinearity which made 

the researcher to conduct the confirmatory VIF test. All those pairs of variables which exhibited 

high correlation coefficient of more than 0.5 in absolute terms were differenced once. Upon 

conducting VIF test, actually all of them exhibited VIF of less than 10 as recommended by Mukras 

(1993). This implies that multicollinearity was absent. Table 4.6 indicates more other details. 

Table 4:6: VIF Test 

 

 

4.4.2 Normality Test  

This istudy iused ithe iShapiro iWilk itest ifor inormal idata ior ithe idistribution iof istochastic 

irandom ierror iterms ito iproceed iwith iestimate. iTable i4.7 ibelow ishowed ithat iat i10% 

isignificance ilevel, ioverall iresiduals iof ithe ivariables iwere inormally idistributed.  

Table 4:7: Test for Normality 

Variable Observations W V Z Prob>z 

Residuals  36 0.98873 0.411 -1.860 0.96853 
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Table 4.7 indicates that the residuals p-value of 96.853 is more than the 5% level of significance, 

meaning that the null hypothesis of residual normality is not rejected. As a result, data was spread 

evenly. 

4.4.3 Linearity  

To iinvestigate ithese iimpacts, ithe istudy iused ia iscatter iplot.. iThe iscatter iplot iof iestimated 

iresiduals isquare iagainst ithe ifitted ivalues iis ishown iby iFigures i4.3 ibelow. iThe iplots iare 

ivery isymmetrical iaround i45-degree ilines, iimplying ithat ithe imodel ifails ito iproduce 

isystematic ierrors iwhen imaking iabnormally ilarge ior ismall ipredictions. 

 

Figure 4.3: Graph of Residual Squares against the fitted values of Firm Financial Performance 
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4.5 Discussion of the findings from random effects model 

The istudy iattempted ito iprovide ian iexplanation ion ieffect iof icorporate idiversification ion 

ithe ifinancial iperformance iof ilisted icommercial ibanks iin iKenya. iCorporate idiversification 

ias ithe imain ivariable iof ithe iinterest iwas ithe iexplanatory ivariable. iThe ifindings ishowed 

ithat icorporate idiversification ihad ia inegative ilinkage iwith ithe ifinancial iperformance iof 

ilisted icommercial ibanks iin iKenya. iFurther, ithis iimplied ithat ian iincrease iin iunit iof 

icorporate idiversification imakes ithe iperformance ito idecrease iby i0.026 iholding iother 

ifactors iconstant.  

The negative impact could also be attributed to a weak and ineffective corporate governance 

framework, which encourages enterprises to diversify and, as a result, has a detrimental influence 

on commercial banks' financial performance. This finding differed with the works of Lewellen, 

(1971) who argued that corporate diversification can advance revenue streams, debt capacity, 

mitigate likelihood of collapse as a result of bankruptcy by venturing into new offering/markets 

and expand asset disposition and profitability. It is argued that market based risk measures 

facilitates tradeoff between decrease in operating danger caused by diversification with augmented 

financial leverage, and as a result systematic risk remains the same (Raphael & Livnat, 1988).  

Firms reduce their operating risk by diversification and surge financial leverage to ride on the coat-

tails of tax benefits. A diversified firm can shift money from unit with excess to those starved of 

cash without taxes or transaction outlays (Bhide, 1993). 
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Furthermore, although not significantly connected to performance of commercial banks listed on 

the NSE, company size was found to have a favorable relationship with performance.  This may 

be as a result of the fact that big firms are highly decentralized and scattered over different 

operating locations which give rise to information overloads to management. This finding 

contrasted with the works of Speckbacher et al., (2003) who examined the implication of 

RUJDQL]DWLRQ�JURZWK�DQG�VL]H�RQ�ILUP¶V�SHUIRUPDQFH�� 

The authors concluded that expansion of the firm size is more likely to lead to more dispersed and 

complicated management processes. Consequently, large firms require a systematic, specialized, 

formal and sophisticated management control system which give rise to more operational overhead 

costs and lower the value of the firm. A similar study supporting the negative association between 

firm size and performance include Kartikasari and Merianti (2016).
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CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1 Introduction 

This chapter provides the summary, conclusion, recommendation from the research findings. The 

areas of further research is provided. 

5.2 Summary of the study findings 

Product diversification occurs whereby the company develops a new product to be offered in 

the same market it operates. Market diversification occurs whereby the company enters a 

completely new market with the same product it offers. . iThe igoal iof ithe istudy iwas ito 

idetermine ithe iimpact iof ibusiness idiversity ion ithe ifinancial iperformance iof iKenyan 

icommercial ibanks. iThe istudy iused ia ipanel isurvey iresearch idesign iand icollected 

isecondary idata ifrom i11 icommercial ibanks ithat iare ilisted ion ithe iNSE. I 

The iresearch itook iplace ibetween i2014 iand i2019. iA icombination iof idescriptive iand 

iinferential istatistics iwere iused ito ianalyze ithe idata. The size of the firm was employed as a 

control variable. The study used the average performance as evaluated by ROA, which was.0486 

on average, as a basis for estimation. The corporate diversification as measured by HHI had a 

mean of 10849.2 implying highly concentrated market. The model coefficient of determination 

R2 which indicates the percentage of variation that can be attributed to the model was found to 

be 27.2%. This signifies that the captured explanatory variables namely corporate diversification 

and firm size are important explainers of banks performance. The model is thus deemed good 

for making further prediction on banks performance level.   

The other 72.8% is attributable to factors outside the consideration of this model. The study tried 
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to explain the impact of corporate diversification on the financial performance of Kenya's 

publicly traded commercial banks. According to the random effects results, corporate diversity 

has a negative relationship with the performance of Kenya's listed commercial banks on the 

Nairobi Stock Exchange (NSE). This means that increasing a unit of business diversification 

lowers performance by 0.026 units, assuming everything else is equal. It was discovered that the 

effect was statistically significant. Firm size, on the other hand, had no statistical significance 

despite having a beneficial influence. 

5.3 Conclusions 

As argued in the literature, corporate diversification can advance revenue streams, debt capacity, 

mitigate likelihood of collapse as a result of bankruptcy by venturing into new offering/ markets 

and expand asset disposition and profitability. This in turn is expected to improve the value and 

performance of business establishment. On basis of the study findings, listed commercial banks 

are highly concentrated in the market.  

Furthermore, the study finds that corporate diversity has a negative and substantial link with the 

performance of commercial banks listed on the New York Stock Exchange. The finding's 

implication could be linked to excessive diversification, as evidenced by the Herfindahl-

Hirschman Index.  Too much diversification could hurt a company's performance by increasing 

costs associated with internal inefficiencies, agency fees, and internal control issues among and 

among publicly traded commercial banks. 

5.4 Recommendations  

Over the last decade, organizations and other institutions including those in financial sector have 

largely embraced the concept of diversification. Most have diversified their revenue streams in 
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order to achieve higher margins of profits. As indicated by the empirical evidence, there is a 

negative relationship between corporate diversification and the performance of NSE-listed 

commercial banks, with a strong HHI score indicating excessive diversification. As a result, the 

study advocates for dynamic approaches to market competition with the ultimate goal of 

improving performance. Top management teams need to define clearly the corporate purpose 

by outlining the direction in which they want to move. It is thus clear that corporate 

GLYHUVLILFDWLRQ�PLJKW�PDNH� VHQVH� LI� WKHUH¶V� QR� URRP� IRU� JURZWK� LQ� WKH� FRUH� EXVLQHVV��ZKLOH�

focusiQJ�RQ�WKH�FRUH�PDNHV�PRUH�VHQVH�LI�WKHUH¶V�D�ELJ�HFRQRP\�RI�VFDOH�DQG�URRP�IRU�JURZWK�

in that core business. 

5.5 Areas of further study  

The study's main goal was to determine the impact of corporate diversification on enlisted banks' 

financial performance in Kenya. The majority of the data was derived from secondary sources. 

There is thus need to have more studies focusing on the qualitative study as well as other 

industries such as manufacturing sector. Further, there is need to have similar study focusing on 

east Africa countries for comparison purposes.  
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APPENDICES 

Appendix I: Listed Commercial Banks in Kenya 

1. Barclays Bank of Kenya 

2. Stanbic Kank 

3. Diamond Trust Bank 

4. Equity Bank 

5. Housing Finance Company 

6. I & M Bank 

7. Kenya Commercial Bank 

8. National Bank of Kenya 

9. NIC Bank 

10. Standard Chartered Bank 

11. Cooperative Bank of Kenya 
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Appendix II: Data Collection Form 

INSTITUTION

ITEM 2014 2015 2016 2017 2018 2019
Total Revenues

Revenue Streams

Profit After Tax

Total Assets

Market Share %

Shlders Equity

Total Liabilities

DATA COLLECTION FORM
FOR MSC PROJECT
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Appendix III: Data on market share 

 

Bank 2014 2015 2016 2017 2018 2019 

Stanbic iHoldings iPlc. 21.36% 22.12% 18.91% 18.73% 20.90% 22.12% 

HF iGroup iLtd 6.05% 7.21% 6.34% 5.34% 4.82% 4.79% 

NCBA iGroup iPLC 17.27% 21.03% 18.21% 18.51% 18.89% 24.39% 

The iCo-operative iBank iof iKenya i 29.72% 32.61% 31.45% 29.93% 30.31% 32.77% 

I&M iHoldings iLtd 22.43% 22.34% 17.93% 18.29% 20.78% 22.19% 

KCB iGroup iLtd 39.01% 60.40% 49.82% 49.24% 50.95% 53.63% 

Standard iChartered iBank iLtd 24.72% 25.52% 22.32% 22.72% 21.86% 22.16% 

BK iGroup iPLC 47.51% 55.05% 50.41% 55.21% 60.43% 60.74% 

Diamond iTrust iBank iKenya iLtd 23.14% 27.28% 26.99% 29.33% 28.34% 26.40% 

National iBank iof iKenya iLtd 12.43% 12.87% 10.15% 8.64% 8.37% 8.71% 

Equity iGroup iHoldings 35.56% 43.37% 38.86% 40.85% 42.35% 44.32% 
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Appendix IV: Profit after tax 

BANK   
Stanbic 
Holding
s Plc. 

HF 
Group 
Ltd 

NCBA 
Group 
PLC 

The Co-
operativ
e Bank 
of Kenya 
Ltd  

I&M 
Holding
s Ltd 

KCB 
Group 
Ltd 

Standard 
Chartere
d Bank 
Ltd 

BK 
Group 
PLC 

Diamon
d Trust 
Bank 
Kenya 
Ltd 

National 
Bank of 
Kenya 
Ltd 

Equity 
Group 
Holding
s 

2014 

 Q1  

    
4,456,53
9  

       
221,181  

    
1,468,65
9  

    
2,465,57
4  

    
1,695,48
7  

 
13,674,5
65  

    
2,513,09
1  

    
5,807,04
6  

    
4,005,46
4  

       
410,770  

    
3,878,65
6  

 Q2  

    
3,007,85
7  

       
474,442  

    
1,786,58
6  

    
4,715,33
1  

    
2,358,69
8  

    
8,756,86
4  

    
6,060,90
5  

    
9,674,59
2  

    
3,487,67
5  

       
880,090  

    
7,660,67
1  

 Q3  

    
4,053,87
6  

       
719,782  

    
2,754,56
9  

    
6,312,92
4  

    
4,457,49
8  

 
11,674,5
49  

    
8,226,25
1  

 
13,785,6
62  

    
5,986,50
9  

    
1,020,72
4  

 
11,213,0
10  

 Q4  

    
5,686,66
1  

       
975,336  

    
1,189,05
6  

    
7,756,40
9  

    
3,365,59
8  

 
16,848,8
62  

 
10,436,1
80  

 
18,316,8
25  

    
5,708,43
0  

       
870,702  

 
17,151,3
65  

2015  Q1  

    
5,063,46
6  

       
221,552  

    
1,768,69
8  

    
5,685,60
9  

    
1,975,64
0  

 
14,974,6
85  

    
1,808,84
9  

 
16,359,3
45  

    
3,376,08
7  

       
494,955  

    
4,295,14
7  
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 Q2  

    
3,378,56
5  

       
485,140  

    
2,286,75
9  

    
6,489,75
0  

    
2,267,55
4  

    
9,241,71
6  

    
3,877,26
6  

 
18,750,9
00  

    
2,164,80
0  

    
1,732,02
4  

    
8,568,21
6  

 Q3  

    
5,377,62
9  

       
777,465  

    
3,365,49
8  

    
7,145,93
3  

    
6,189,65
0  

 
13,734,4
58  

    
6,225,81
3  

 
15,875,0
94  

    
3,177,65
9  

    
2,253,34
6  

 
12,810,6
11  

 Q4  

    
4,905,73
4  

    
1,196,96
9  

    
3,497,58
0  

 
11,705,5
59  

    
3,308,67
5  

 
19,623,0
71  

    
6,342,42
7  

 
20,484,0
58  

    
6,599,80
6  

 
(1,153,47
7) 

 
17,303,4
38  

                
2,016  

 Q1  

    
4,687,76
5  

       
776,587  

    
2,109,56
7  

 
10,785,6
59  

    
2,117,30
5  

 
15,646,7
50  

    
2,582,94
8  

 
14,747,5
62  

    
7,456,79
8  

       
334,576  

    
4,155,25
6  

 Q2  

    
1,976,64
3  

       
612,553  

    
2,497,86
0  

    
7,410,08
4  

    
4,176,80
7  

 
10,500,2
53  

    
2,583,87
6  

 
21,804,3
76  

    
3,698,60
9  

       
311,294  

 
10,079,9
35  

 Q3  

    
2,709,97
5  

       
837,748  

    
1,870,85
6  

 
10,541,1
84  

    
5,957,32
4  

 
15,947,4
50  

    
7,730,20
2  

 
20,664,5
80  

    
4,497,58
7  

       
521,045  

 
15,013,4
16  

 Q4  

    
4,418,58
9  

       
905,829  

    
2,008,56
9  

 
12,676,2
10  

    
6,717,45
2  

    
9,408,49
7  

    
9,049,30
7  

 
20,755,8
67  

    
7,728,14
0  

       
162,190  

 
16,545,7
94  
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2,017  

 Q1  

    
4,503,79
3  

          
88,338  

    
3,345,90
8  

    
3,227,85
4  

    
7,278,06
5  

 
17,805,6
72  

    
2,053,07
6  

 
22,678,5
80  

    
5,878,55
0  

          
59,453  

    
4,850,11
2  

 Q2  

    
1,737,22
9  

       
159,012  

    
4,175,55
3  

    
6,637,41
2  

    
3,430,08
6  

 
13,684,6
80  

    
3,426,76
8  

 
21,785,6
98  

    
4,478,60
8  

       
179,822  

    
9,338,68
5  

 Q3  

    
5,209,65
8  

       
159,728  

    
2,298,64
7  

    
5,897,50
9  

    
7,756,45
9  

 
15,076,2
94  

    
4,709,35
5  

 
24,765,0
94  

    
3,345,50
7  

       
138,137  

 
14,603,9
63  

 Q4  

    
4,309,49
4  

       
126,216  

    
3,785,60
1  

 
11,405,0
65  

    
6,766,25
6  

 
19,705,1
30  

    
6,914,09
8  

 
23,348,8
80  

    
6,925,04
0  

       
410,783  

 
18,869,2
09  

                
2,018  

 Q1  

    
3,309,75
8  

          
37,056  

    
3,364,60
9  

    
3,448,26
6  

    
1,702,16
1  

    
5,183,50
8  

    
1,837,00
0  

 
24,785,6
08  

    
1,680,88
3  

     
(278,543
) 

 
19,690,6
63  

 Q2  

    
3,552,33
6  

            
6,828  

    
2,599,75
7  

    
7,140,16
0  

    
3,868,11
1  

 
12,111,3
60  

    
4,466,71
9  

 
25,437,6
90  

    
3,497,63
4  

     
(282,766
) 

 
10,941,3
84  

 Q3  

    
6,108,67
5  

     
(332,017
) 

    
4,006,75
9  

 
10,313,9
36  

    
5,850,83
5  

 
18,044,1
82  

    
6,305,58
9  

 
26,006,4
09  

    
5,344,97
9  

          
21,968  

 
15,726,6
98  
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 Q4  

    
6,277,16
6  

       
(44,884) 

    
4,509,64
5  

 
12,732,4
87  

    
7,950,81
9  

 
23,994,9
70  

    
8,099,19
3  

 
27,366,6
16  

    
6,686,61
2  

            
7,008  

 
14,530,9
76  

                
2,019  

 Q1  

    
2,386,48
0  

     
(158,294
) 

    
3,007,97
5  

    
3,599,10
9  

    
2,786,59
8  

 
19,786,5
09  

    
2,409,80
6  

 
27,007,6
59  

    
1,832,11
7  

       
106,338  

    
6,153,08
1  

 Q2  

    
4,705,47
8  

       
(97,031) 

    
3,387,65
7  

    
7,469,48
0  

    
4,525,86
7  

 
12,722,9
43  

    
4,705,90
2  

 
30,674,5
79  

    
3,884,03
0  

       
150,070  

 
11,919,4
75  

 Q3  

    
5,598,86
0  

       
(84,617) 

    
4,178,65
8  

    
9,256,49
8  

    
6,634,67
3  

 
19,163,2
15  

    
6,226,15
0  

 
34,678,5
60  

    
5,621,04
6  

       
407,152  

 
19,824,6
54  

 Q4  

    
6,380,61
6  

       
(34,314) 

    
4,606,02
0  

 
14,311,2
47  

 
10,309,0
38  

 
25,165,1
68  

    
8,236,77
3  

 
37,308,3
36  

    
6,785,60
3  

     
(302,277
) 

 
22,561,4
70  
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Appendix V: Total Assets 

BAN
K   

Stanbic 
Holdings 
Plc. 

HF Group 
Ltd 

NCBA 
Group PLC 

The Co-
operative 
Bank of 
Kenya Ltd  

I&M 
Holding
s Ltd 

KCB 
Group 
Ltd 

Standar
d 
Charter
ed Bank 
Ltd 

BK 
Group 
PLC 

Diamon
d Trust 
Bank 
Kenya 
Ltd 

Nationa
l Bank 
of 
Kenya 
Ltd 

Equity 
Group 
Holding
s 

2014 

 Q1  

               
188,660,8
73  

                 
50,884,600  

               
154,977,65
8  

              
247,319,15
9  

     
189,506
,308  

     
448,675
,492  

     
217,681
,007  

     
386,508
,953  

     
203,564
,408  

       
99,148,
949  

     
295,263
,079  

 Q2  

               
201,564,5
15  

                 
49,443,003  

               
160,648,75
4  

              
266,672,68
5  

     
211,864
,573  

     
462,896
,750  

     
228,719
,900  

     
402,786
,329  

     
208,675
,098  

     
109,284
,516  

     
302,915
,330  

 Q3  

               
197,859,4
09  

                 
56,885,752  

               
178,648,64
6  

              
270,767,92
9  

     
207,563
,917  

       
47,768,
007  

     
222,945
,749  

     
443,762
,980  

     
210,780
,566  

     
117,095
,238  

     
339,442
,401  

 Q4  

               
180,998,9
85  

                 
60,961,680  

               
123,897,55
6  

              
288,607,55
9  

     
199,675
,490  

     
490,338
,324  

     
222,495
,824  

     
482,607
,964  

     
211,539
,412  

     
123,091
,996  

     
344,571
,649  

2015  Q1  

               
196,984,6
72  

                 
62,515,629  

               
177,470,63
4  

              
298,076,07
5  

     
201,675
,409  

     
504,676
,038  

     
232,844
,222  

     
497,503
,692  

     
229,057
,554  

     
116,946
,418  

     
372,525
,130  
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 Q2  

               
200,564,7
01  

                 
66,018,469  

               
198,564,56
2  

              
311,760,09
4  

     
212,867
,409  

     
566,609
,777  

     
228,193
,508  

     
499,785
,350  

     
232,786
,508  

     
124,427
,662  

     
400,993
,037  

 Q3  

               
207,460,7
63  

                 
66,503,799  

               
201,674,05
1  

              
232,417,65
9  

     
207,009
,757  

     
607,251
,909  

     
231,642
,457  

     
511,786
,409  

     
258,987
,609  

     
118,080
,998  

     
445,753
,525  

 Q4  

               
208,451,9
15  

                 
71,659,434  

               
210,645,00
8  

              
342,499,80
9  

     
198,607
,654  

     
558,094
,154  

     
233,965
,447  

     
561,226
,400  

     
271,608
,597  

     
125,440
,316  

     
428,062
,514  

2016 

 Q1  

               
212,087,5
86  

                 
71,549,830  

               
199,674,56
5  

              
363,008,66
5  

     
203,186
,225  

     
554,307
,665  

     
249,757
,072  

     
523,865
,098  

     
288,606
,097  

     
115,575
,086  

     
382,786
,453  

 Q2  

               
215,086,3
76  

                 
71,302,429  

               
203,780,65
8  

              
359,536,40
3  

     
210,337
,904  

     
559,941
,978  

     
249,757
,072  

     
543,986
,509  

     
291,788
,509  

     
116,522
,007  

     
444,436
,850  

 Q3  

               
217,546,9
30  

                 
73,464,830  

               
211,897,04
0  

              
354,048,19
1  

     
209,494
,764  

     
570,100
,886  

     
264,258
,028  

     
587,470
,293  

     
319,288
,856  

     
113,585
,707  

     
468,046
,563  

 Q4  

               
214,682,7
29  

                 
71,930,140  

               
212,674,57
1  

              
351,856,25
0  

     
191,656
,837  

     
579,754
,620  

     
250,482
,000  

     
638,336
,598  

     
328,044
,501  

     
115,292
,392  

     
473,713
,133  
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2017 

 Q1  

               
222,066,5
77  

                 
71,906,926  

               
224,883,66
4  

              
378,462,42
5  

     
203,708
,665  

     
588,563
,097  

     
274,234
,901  

     
633,498
,160  

     
330,785
,697  

     
115,659
,466  

     
393,863
,646  

 Q2  

               
234,258,5
13  

                 
71,622,852  

               
217,049,64
0  

              
383,326,29
4  

     
229,223
,755  

     
617,674
,563  

     
289,077
,286  

     
689,894
,301  

     
334,675
,099  

     
116,628
,892  

     
504,944
,293  

 Q3  

               
233,764,7
60  

                 
70,787,763  

               
244,764,06
7  

              
385,067,40
9  

     
233,654
,099  

     
643,832
,809  

     
310,504
,845  

     
702,764
,985  

     
455,786
,076  

     
116,281
,301  

     
518,248
,176  

 Q4  

               
248,738,7
19  

                 
67,541,116  

               
255,784,56
7  

              
386,857,65
7  

     
240,110
,741  

     
646,668
,939  

     
285,724
,441  

     
727,204
,700  

     
363,303
,400  

     
109,873
,141  

     
524,465
,745  

2018 

 Q1  

               
255,437,6
59  

                 
66,839,938  

               
243,706,48
0  

              
397,793,42
3  

     
246,327
,093  

     
647,473
,915  

     
293,994
,828  

     
745,740
,982  

     
370,786
,509  

     
105,233
,300  

     
573,384
,730  

 Q2  

               
278,780,9
76  

                 
65,510,228  

               
266,565,61
9  

              
398,426,99
5  

     
283,070
,163  

     
667,681
,636  

     
295,955
,246  

     
751,785
,406  

     
376,077
,751  

     
113,341
,453  

     
542,016
,243  

 Q3  

               
288,785,6
82  

                 
63,372,953  

               
244,865,86
6  

              
404,152,88
9  

     
289,595
,306  

     
684,165
,200  

     
288,574
,370  

     
844,975
,692  

     
384,976
,405  

     
112,450
,342  

     
560,385
,886  
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 Q4  

               
290,570,2
54  

                 
60,588,226  

               
250,865,47
7  

              
413,413,21
5  

     
288,522
,049  

     
714,312
,591  

     
285,404
,023  

     
877,401
,364  

     
377,719
,314  

     
114,849
,105  

     
578,650
,905  

2019 

 Q1  

               
303,274,0
90  

                 
59,079,545  

               
264,897,45
6  

              
425,674,26
0  

     
290,768
,402  

     
725,663
,429  

     
301,366
,355  

     
892,564
,920  

     
370,091
,181  

     
104,742
,164  

     
605,667
,335  

 Q2  

               
313,309,8
38  

                 
56,995,658  

               
267,986,48
2  

              
429,591,23
5  

     
317,053
,693  

     
746,519
,266  

     
294,542
,970  

     
911,897
,409  

     
375,929
,682  

     
114,595
,518  

     
638,662
,575  

 Q3  

               
309,674,5
13  

                 
57,411,060  

               
270,764,80
9  

              
445,879,60
9  

     
324,349
,839  

     
764,334
,651  

     
290,564
,005  

     
986,045
,632  

     
382,496
,447  

     
107,163
,530  

     
677,105
,654  

 Q4  

               
303,624,5
92  

                 
56,454,917  

               
272,019,06
0  

              
457,008,94
6  

     
315,290
,674  

     
714,312
,591  

     
302,139
,056  

 
1,019,0
75,587  

     
386,230
,186  

     
111,950
,635  

     
673,688
,542  

 

 




