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Abstract 
 

For decades now, there is growing competition amongst banks in Nigeria. The competition tends to tilt more 

towards deposit mobilization. This is not unconnected with the widely acknowledged importance of deposits 

in the life and survival of a depository institution such as banks. With deregulation of interest rates, which 

dates back to the introduction of SAP in 1986, the expectation is that banks in Nigeria will use interest rates as 

weapons for competition. It is assumed that the perceived adverse effect of ‗a price war‘ at least on the short-

run performance of banks in the country has shifted emphasis on the use of promotional activities by banks as 

against interest rates. Since promotion is not cost-free, this paper has sought to find out the cost-effectiveness 

of such promotional activities vis a vis the growth in deposit base of banks in Nigeria, with a view to 

determining whether it has become necessary to externally regulate promotion costs in the general spirit of 

ensuring a sound financial health in the country‘s banking system. We found a positive and statistically 

significant relationship between advert cost and customer deposit base of the DMBs in Nigeria.  Specifically, 

we found that, holding other variables constant, a 1% increase in advert cost will cause 22.1% increase in 

customer deposit base; suggesting that so far, external regulation of promotion costs of DMBs in Nigeria is 

unnecessary as the self-regulation of the banks appears quite effective. 
 

Keywords: Advert/promotion cost, bank deposits, Deposit money banks, regulation, Nigeria. 
 

1. INTRODUCTION 
 

For decades now, there is growing competition amongst banks in Nigeria, targeted mainly towards deposit 

mobilization.  This phenomenon is traced to the Structural Adjustment Programme (SAP) of July 1986 which, 

according to Uche and Ehikwe (2001), ―created a new spirit of competition in the banking industry‖ and led to 

the liberalization of the licensing process of banks in the country.  The fear of increase in bank failure, seen 

then as an obvious implication of licensing liberalization, led to the complementary establishment of the 

Nigeria Deposit Insurance Corporation (NDIC) two years after.     
 

In a deregulated funds market, the cost of attracting deposits is almost always restricted to the deposit interest 

rate, which is theoretically assumed to have a direct relationship with deposit growth.  This is in line with the 

general theory of supply: ‗the higher the price the greater the quantity supplied‘. However, in a highly 

competitive funds market, interest rate ‗war‘ may be detrimental to the competitors (at least in the short-run), 

especially those that are relatively small in size.   
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Besides, history has shown that high deposit interest rate easily attracts the attention of regulators because it 

may signal systemic crises, loss of market confidence, or an inverted yield curve.  An alternative strategy to 

grow bank deposit is the use of promotional activities.  Lamy and Moyer (1995) observe that even during the 

pre-deregulation era (in the U.S.); only promotion was actively managed by bankers amongst the four Ps of 

the marketing mix. In Nigeria, banks tend to promote their businesses using different media.  Their 

promotional activities are in most cases aimed at increasing their deposit base, especially savings deposit (see 

boxes 1 and 2).  

 

Box 1:  SPECIMEN 1 

Dear customer, 

Thank you for being part of the wise savers promo where we rewarded 80 customers with 

N120 million between September 2018 and October 2019.  This would not have been a 

success without you and we want to do more.  Something bigger with more rewards is 

coming.  Keep saving and we won‘t stop rewarding you. (Sent to my email: 7:59 pm, 25
th
 

October, 2019). 

 

Box 2:  SPECIMEN 2 

You could be the next winner in today‘s DiamondXtra Independence splash.  Grow your 

balance by Naira5,000 and stand a chance to win!  To enquire, call: 07003000000. (31 

October, 2019).  (Accessed from one of the author‘s handset. Note that on 30 October, 2019, 

one of the authors topped his account by N10,000). 
 

Although, it appears that the total deposit base of most banks in Nigeria is on the increase, it is 

necessary to find out the extent the costs of promotional activities offer explanation for such growths, more so, 

as many other factors can also offer similar explanation (e.g. increase in economic activities/income growth, 

branch networking, change in deposit interest rates, decrease in bank charges, bank‘s age, increase in money 

supply, among others).  Deposit interest rate is as much a cost to banks as advert cost and if the former is 

under the surveillance of the monetary authorities, it would amount to regulatory arbitrage for banks to divert 

attention to advert expenditure.  Moreover, given that advertising expenditure is on the increase worldwide 

(Volkov, Harker & Harker, 2002), an investigation of this kind, keeping all other explanatory variables under 

control, we believe, will go a long way in ascertaining the cost effectiveness of promotional activities both in 

terms of the quantity of funds mobilized and its effect on the price of funds to the ultimate users.  It will also 

help to ascertain whether it has become necessary for some policy measures to be taken by the monetary 

authorities to control the cost of promotional activities by banks in Nigeria in pursuit of financial system 

stability in the country.  
 

Currently, there is no regulation on the advertisement cost. The extant laws on advertisement are 

Section 44(3) of Bank and Other Financial Institutions Act (BOFIA) 1991 that mandate banks to deliver to the 

Central Bank of Nigeria (CBN) ―the text of the proposed advertisement together with the bank‘s latest 

published accounts and shall thereafter comply with such directives and conditions‖ as CBN may prescribe. 

Subsection 4 stipulates the penalty for non-compliance, while subsection 5 defines advertisement to ―include 

any form of advertising, whether in publication or by the display of notice or by means of circular or other 

documents or by any exhibition of photographs or cinematograph or by way of sound broadcasting or 

television or loudspeakers or other public address systems and references to the issuing of an advertisement 

shall be construed accordingly‖. Subsection 6 further stipulates that ―an advertisement which contains 

information calculated to lead directly or indirectly to the deposit of money by the public shall be treated as an 

advertisement inviting the public to deposit money‖. Section 44 of BOFIA 2020 is consistent with BOFIA 

1991, while giving the impression that CBN will be issuing regulations on advertisements from time to time. 

These regulations are silent on advertisement cost, while focusing on the text.  
 

Our curiosity was initially aroused by our observation that in spite of the growing promotional 

activities of banks in the country, the cost is usually silent in the profit and loss accounts of most banks; where 

it is shown at all, it is hidden in different expenses sub-headings and explained in the notes. This is unlike 

interest expenses which are usually conspicuously reported in the profit and loss account of banks. The rest of 

the paper is divided thus: section two identifies the research gap and justification for the study while section 

three reviews related literature. Sections four and five present the stylized facts as well as the methodology of 

the study respectively, while section six concludes. 
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2. JUSTIFICATION FOR THE STUDY/RESEARCH GAP 
 

Although the literature on advertising is ‗rich and diverse‘, the novelty and relevance of our study 

seem glaring judging from the extant literature on the marketing of financial services in general and 

advertising in particular. Most of the articles centre on: (1) Protecting consumers against financial promotions 

with misleading information/advertising (content) regulation (UK Financial Services Advertisements, 2018; 

Lamy & Moyer, 1995; Brown, 2006; Wyckham, 1990); (2) History/description of the marketing of banking 

services in a named country  (Uche & Ehikwe, 2001; Shanmugam, 1989); (3) Advert (penetration) 

effectiveness (Aliata, Odondo, Aila, Ojera, Abong‘o & Odera, 2012; Alt, Saplacan & Beracs, 2019; Bauer & 

Lasinger, 2014; Beadle, 1988; Czarnecka & Evans, 2013; Ramalingam, Palaniappan, Panchanatam & 

Palanivel, 2006); (4) The accounting treatment of advert costs (Strauss & Harris, 1994; Peles, 1970); (5) 

Economic circumstances as a meaningful force shaping advertising (Ahn, Song & Sung, 2011; Lee, Chung & 

Taylor, 2011; Swani & Iyer, 2017); (6) Ethics in marketing of financial services (Falconer, 2005); (7) Advert 

as one of the factors affecting deposit mobilization (Gunasekara & Kumari, 2018); (8) Advert spending and 

firm value (Du & Osmonbekov, 2020; Focke, Ruenzib & Ungeheuerc, 2020; Madsen & Niessner, 2019); (10) 

Optimisation of advert cost (Sethuraman & George, 1983); and (11) Effect of advertising expenses on 

financial performance (Hossain & Islam, 2019; Acar & Temiz, 2017; Andersen & Dejoy, 2011; Peterson 

Jeong, 2010; Xu, Liu & Chen, 2019).  We differ from the cases that relate advert expenses to performance in 

that most of the studies define performance in terms of profitability, sales, brand value, firm value and their 

likes, while we relate advert expenses to the proximate objective suggested by the advert content –sustainable 

deposit mobilization. 
 

3. REVIEW OF RELATED LITERATURE 
 

3.1 Conceptual and contextual reviews 
 

Promotion and advertising 
 

Promotion is the direct way an organization tries to reach its publics. This is performed through the 

five traditional elements of the promotion mix: advertising, sales promotion, personal selling, public relations 

and the direct marketing (UK Financial Services Advertisements, 2018).  According to Kotler (2001), 

promotion is intended to cause action, either to reinforce customer behaviour or to get a customer switch from 

another product or service to the one being promoted.  Mediums through which firms promote their businesses 

include: radio, television, magazines, newspapers, direct mail, tele-marketing, social media, pay per click 

search engine marketing, email marketing and content marketing, to mention only a few.  Costs of business 

promotion are based on space in print and online media, broadcast time in radio/television, and direct mail 

postage/SMS cost, among others. The choice of promotional tools in most cases depends on factors like the 

nature of the product or service, the target market, the types of channels available, and funds available for 

promotion. Whereas in studies investigating the relative effectiveness of promotional tools advertising 

assumes a technical (marketing) meaning, in studies on advertising cost, advertising is viewed in generic 

terms and incorporates all the promotional tools (See, for example: Acar & Temiz, 2017).  This is also true of 

how advertising expenses are reported in the profit and loss account of deposit money banks in Nigeria. 
 

Worthy of attention also is the controversy regarding the accounting treatment of advertising cost; 

specifically, whether advertising expenditure should be capitalized and depreciated over time or written off as 

they are incurred.  The proponents of the former argue that in reality the effect of an advertising message on a 

firm‘s performance can linger beyond a financial year and the accounting treatment should reflect this 

economic reality (Flesher, Hoskins & Thompson, 2002).  The proponents of the latter, however, argue that, in 

addition to tax benefits associated with the latter, any future benefits that may be derived from advertising 

expenditures are uncertain and, therefore, cannot be easily amortized (See for example: Peles, 1970; 

Pricewaterhouse Coopers, 2005; Mizik &Nissim, 2011).  
 

Bank deposit base  
 

Commercial banks accumulate funds in different types of deposit accounts which include demand 

deposits, savings deposits, fixed deposits and other specialized schemes (Gunasekara & Kumari, 2018). The 

ability of a bank‘s management and staff to attract deposits from individuals and businesses is an important 

measure of its acceptance and trust by the public (Rose & Hudgins, 2010). In addition, deposits are a very 

vital input for banks, their principal source of financial capital to fund loans and investments, and, therefore, a 

major determinant of a bank‘s profitability.  
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In managing their deposits, banks must grapple with two important issues: cost and volume (Rose & 

Hudgins, 2010, p. 410).  While the former focuses on whether or not deposits have been raised at the lowest 

possible cost, the latter questions the adequacy of deposits mobilized vis a vis loans and projects management 

of a bank finds profitable enough to be funded under the risk aversion principle.  The need to balance cost and 

volume of deposit mobilized is a novel attention of studies on the effectiveness of advertising expenditure.   
 

3.2 Theoretical and empirical reviews 
 

There seems to be a general consensus that advertising is an important driver of a firm‘s performance.  

However, such understanding does not seem to apply to the explained variable or measure of performance.  

The index of performance used is usually influenced by industry type, firm type or even the specific objective 

or target of an advertisement.  To this end, the contending issues are whether advertising expenditure is 

justified by total sales/turnover, selected profitability measures (Total annual profit, ROA, EPS, ROE, etc.) or 

the market value of a firm.  
 

The effectiveness of advertising a particular product is primarily measured by how advertising affects 

the commercial success of the product, and this should form the basis for arriving at the amount to be set aside 

for advertising each product (Tracey, 1989).  It is a common belief, also supported by research outcomes, that 

sales and profitability are acceptable indicators of the commercial success of most products (Cohen, 

Mashruwala & Zach, 2009; Renault, 2015; Acar & Temiz, 2017, among others). By implication, the projected 

effect of advertising on the sales of a particular product or overall profitability of a firm should be a major 

consideration in determining current expenditure on product-linked advertising. Cohen, Mashruwala and Zach 

(2009) found that managers reduce their advertising spending to avoid losses. This is the case because 

advertising expenditure is one of the costs chargeable to the profit and loss account of a firm. They also found 

that purpose or life cycle of a firm sometimes determines its advertising expenditure. To this end, firms in the 

late stage of their life cycle increase advertising to meet earnings benchmark, while firms in the third month of 

a fiscal quarter and in the fourth quarter increase advertising activities in order to meet or beat previous year‘s 

earnings. Implied here is a direct link between advertising cost and performance measured by total sales. In 

Acar and Temiz (2017), interest income, total operating income and return on assets were used as proxy for 

the firm‘s financial performance and advertising was found to have a long term positive effect on the three 

variables
I
. This appears to contradict the results by Hossain and Islam (2019) that a negative relationship 

subsists between advertising and financial performance (revenue and profit) of a firm.  The contradiction may, 

however, be attributed to the fact that the authors differentiated advertising and sales incentives with the latter 

found to have a positive relationship with revenue and profit.  It is believed that the influence of advertising 

on firm performance is moderated by firm size among other possible control variables.  This is evident in the 

results of a South Korean study which suggest a positive and significant relationship between advertising 

expenses and firm performance for large firms and a negative relationship for small firms (Xu, Liu, and Chen, 

2019). In this case, sales is used as a proxy for size and regressed on firm profitability as a measure of firm 

performance (See also: Andersen & Dejoy, 2011).  This is usually the case where profitability acts as a 

summary of the success or failure of management decisions (including decisions on advertising cost) within 

the concerned accounting period. 
 

The use of sales and profitability as measures of firm performance in advertising (cost) effectiveness 

studies has come under criticism.  In a comprehensive review of studies on how to value advertising 

expenditure, Ali Shah and Akbar (2008) posit some reasons the market valuation indicators of advertising 

(cost) effectiveness are preferred to sales and profitability.  First, in studies where advertising cost is 

capitalized and the lagged value correlated with sales, it is feared that simultaneous bias problem and auto-

correlation issues would arise.  This is more so as the practical application of lagged models is adversely 

affected by often-missing advertising cost data.  Second, in advertising and profitability studies, the 

accounting treatment of advertising cost would affect the accounting profit differently depending on whether 

the former is written off as a current expense or capitalized and depreciated over a difficult-to-determine 

length of time or depreciation rate. The market valuation model is preferred because it captures the effect of 

advertising expenditure on both the current and future profitability of the firm, and by implication, the effects 

of both product and corporate advertising on firm performance (Ali Shah & Akbar, 2008).   

                                                           
I
 It is worthy of note that the study involved the banking industry hence, sales were broken into interest income and 

total operating income while profitability was measured with return on assets (ROA). 
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However, Focke, Ruenzib and Ungeheuerc (2020) found that short-term stock returns are not 

influenced by advertising and that the positive relation between advertising and returns are due to reverse 

causality. They, thus, concluded that the belief that stock prices can be temporarily inflated via advertising is 

misguided. A recent study by Du and Osmonbekov (2020) found ―evidence for the moderating role of analyst 

coverage in the relationship between advertising spending and firm value‖ (p. 196). This finding expands the 

argument on using market valuation indicators to judge advertising (cost) effectiveness by restricting the 

positive relationship between firm values and advertising cost to firms not rated by financial analysts. Where a 

firm is rated by financial analysts, it is contended that investors may, instead, rely on information flow from 

the financial analysts to take investment decisions. Yet, it is common knowledge that one of the important 

inputs used by financial analysts in arriving at an appropriate rating for a firm is the firm‘s financial 

performance over time. This observation points to the intertwined relationship among the various firm 

performance indicators which questions adoption of any one of them on the ground of superiority. 

Contextually, a positive relationship has been established between the amount of deposit mobilized and 

awareness creation (which is the major objective of advertising) (See: Gunasekara & Kumari, 2018).  Other 

factors identified by the authors to influence deposit mobilization include deposit interest rate, security, 

branch expansion, services, and technology. Our choice of explanatory variables has been largely influenced 

by the survey work of Gunasekara and Kumari (2018). 
 

4.  METHODOLOGY 
 

4.1. Data 
 

In Nigeria, the Companies and Allied Matters Act (1990) as amended requires companies to keep 

proper books of account that gives true and fair view of their affairs. They are also required to publish 

financial statement annually. These publications are our main source of data on customer deposits, 

advertisement expenses, capitalization, size and age of Deposit Money Banks (DMBs). Data on number of 

branches are sourced from the Nigeria Deposit Insurance Corporation (NDIC) annual reports while data on 

deposit, exchange and inflation rates are from CBN statistical database. To test the extent advert cost explains 

changes in deposit base of DMBs in Nigeria, we use annualized panel data set covering the period, 2010 to 

2018. The sample for the study, therefore, consists of 13 DMBs quoted on the floor of the Nigerian Stock 

Exchange (NSE) between 2010 and 2018 with considerable record of data relevant to this study. We select 

this range of data because of the timing of the study and to minimize the incidence of missing observations. 

For instance, it is very difficult to access data on advert cost of many of the banks prior to 2010. Hence, the 

selected banks are: Access Bank, Ecobank, Fidelity Bank, First Bank of Nigeria, First City Monument Bank, 

Guarantee Trust Bank, Stanbic IBTC Bank, Sterling Bank, Union Bank, United Bank for Africa, Unity Bank, 

WEMA Bank and Zenith Bank. 
 

The dependent variable is customer deposit base defined as total annual deposit balance placed with 

DMBs as at  31st December. This balance is stated in the annual reports of the banks and consists of funds 

placed in deposit accounts by customers such as time, savings, demand, electronic purse and domiciliary 

accounts. However, our data for customer deposit base does not include deposits by banks which are 

essentially interbank takings and balances. The main explanatory variable is advert cost, defined as expenses 

associated with corporate promotion of brands, products and services. It covers advertisements in various 

media including print, online venues, broadcast time, radio time, short message services and direct mail 

among others. Advert cost, in most cases, falls under operating, administrative or general expenses in the 

banks' profit and loss account. Table 1 presents the descriptive statistics of all the variables used in the study. 

The statistics show measures of central tendencies (mean and median) as well as maximum and minimum 

values, and a measure of dispersion (standard deviation).  
 

Table 1: Descriptive Statistics 

Variable Mean  Median Maximum Minimum  Std. Dev. Obs 

Customer Deposit (N'Million) 1035175 792971 2821066 147387.4 713917.9 105 

Advert Cost (N'Million) 3043.29 2399 11629 72.61 2530.32 105 

Capitalization (N'Million) 227687 187784 697983 1278.32 161786.1 105 

Size (N'Million) 1475569 1187025 4955445 72508 1182996 105 

Age (Years) 45.16 28 122 5 31.86 105 
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Branches 321.7 250.5 758 92 161.87 105 

Exchange Rate (Naira to 1 US Dollar) 81.11 85.49 99.37 66.7 10.88 105 

Deposit Rate (%) 7.7 7.17 10.87 4.64 2.11 105 

Inflation Rate (%) 11.67 11.44 18.55 7.96 3.43 105 
 

The table above shows values of the mean, median, maximum, minimum, standard deviation and 

number of observations of the variables of interest: annual customer deposit base in millions of Naira, annual 

advert expenses in millions of Naira, shareholders fund in millions of Naira, total bank assets in millions of 

Naira, number of years in banking operation, number of bank branches per annum, exchange rate of Naira to 1 

US Dollar, average one year deposit rate and annual inflation rate. N is the Naira sign. Source: DMBs‘ annual 

reports (various years), NDIC annual reports (various years) and CBN website. 
 

From table 1, it can be observed that more than 50% of the banks have customer deposits less than the 

mean value of N1,035 billion. This shows that the market for customer deposits is dominated by few banks. 

This is further validated by the high standard deviation of N714 billion which is also higher than the minimum 

value of N147 billion. Advert cost averaged N3.043 billion with a standard deviation of N2.53 billion 

revealing a high variability in the data series. It is worthy to note that even within the adopted study period 

(2010 – 2018), the advert cost data of some of the selected DMBs were not available. Capitalization averaged 

N227.687 billion with a standard deviation of N161.786 billion showing that the market share is dominated by 

few banks. The mean age is 45 years with a median and standard deviation of 28 years and 32 years 

respectively since the beginning of banking operation in Nigeria showing that most of the banks are relatively 

young. The oldest bank is First bank of Nigeria which has stayed 122 years in operation. Branches averaged 

322 with a standard deviation of 162. First bank's 758 branches is the maximum while Sterling bank's 92 

branches is the least. Exchange rate (we used the real effective rate) has a mean rate of 81.11% with a 

standard deviation of 10.88%. Deposit rate (we used the average one year rate) averaged 7.7% with a 2.11% 

standard deviation showing a relatively moderate variability. The average inflation rate is 11.67% with a 

standard deviation of 3.43%. The median rate is 11.44% which is close to the mean value and suggests a near-

normal distribution with moderate variability.  
 

For the analyses, the study measures customer deposit base as the natural logarithm of the total 

amount of customer deposits outstanding as at the end of each accounting period and advertisement cost as the 

natural logarithm of total annual advert/promotion expenses. The study also includes a set of control variables 

to account for size using the natural logarithm of total assets, capitalization (market power) using the natural 

logarithm of the amount of shareholders fund, age (bank experience) using the natural logarithm of the 

number of years in operation and branches (bank coverage/network) using the natural logarithm of number of 

bank branches. The study equally controls for the effect of exchange rate using the natural logarithm of 

amount of Naira exchanged for 1 US Dollar (as at the end of the year), deposit rate using the average one year 

deposit rate and inflation using the annual inflation rate. The choice of the control variables is essentially due 

to their perceived influence on customer deposit.  Table 2 below summarizes these operational definitions of 

the variables. 
 

      Table 2: Definition of Variables 

Variable Description Notation 

Customer Deposit Natural logarithm of annual customer deposit lndp 

Advert cost Natural logarithm of annual advert/promotion expenses lnadvt 

Capitalization Natural logarithm of shareholders fund  lncap 

Size  Natural logarithm of total bank assets lnta 

Age  Natural logarithm of the number of years in operation lnage 

Branches  Natural logarithm of number of bank branches lnbrc 

Exchange rate Natural logarithm of amount of Naira for 1 US Dollar lnexr 

Deposit rate Average one year deposit rate dpr 

Inflation  Annual inflation rate Inflation 

     Source: Authors 
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4.2. Econometric technique 
 

We investigate the dynamic relationship between advert cost and customer deposit base using the 

generalized method of moments (GMM) with a balanced panel data (Arellano & Bond, 1991; Blundell & 

Bond, 1998). Panel data analysis is an efficient tool when sample is a mixture of time series and cross-

sectional data (Aloui & Jarboui, 2018; Andres & Vallelado, 2008). It enables us to control for the unobserved 

heterogeneity of the 13 selected DMBs while investigating the dynamic relationship between advert cost and 

customer deposit base. With the issues associated with the direction of causality where customer deposit can 

determine advert spending, coupled with the need to investigate their dynamic relationship, our decision to use 

the GMM therefore becomes justifiable. Our baseline model expresses customer deposit base (dp) as a 

function of advert cost (advt), capitalization (cap), size (ta), age (age), branches (brc), exchange rate (exr), 

deposit rate (dpr) and inflation rate (inflation).  
 

Our basic model is the general framework for a static panel study stated as follows: 

lndpit = αit + β1lnadvtit + β2lncapit + β3lntait + β4lnageit + β5lnbrcit + β6lnexrit + β7dprit + β8Inflationit + µit --------

--------------------------------------------------------------------------- (1) 
 

Where i represents the banks (i = 1, ..., 13), t represents the time period (t = 2010, ..., 2018), α 

represents the constant, β parameters (β1 - β8) represent  the estimated coefficients for each of the explanatory 

variables included in the model, ln is the natural logarithm and µ represents the error term. In capturing the 

dynamic adjustments to customer deposit base using GMM estimator, we introduce the lag of the dependent 

variable as follows: 

 

lndpit = αit + lndpit-1 + β1lnadvtit + β2lncapit + β3lntait + β4lnageit + β5lnbrcit + β6lnexrit + β7dprit + β8Inflationit + 

µit ---------------------------------------------------------------------------- (2) 
 

In validating the instruments, we use the collapse option and also impose lags to reduce their 

proliferation in line with Roodman (2009a, b) approach. 
 

4.3. Result 
 

Table 3 presents results based on the static panel specified in Eq (1). Models 1, 2 and 3 represent the 

pooled ordinary least squares (OLS), fixed effects (FE) and random effects (RE) results respectively. The 

predictive values of both the explanatory and control variables are reported under each model. The results of 

the static panel analyses present a very strong evidence of a direct relationship between advert cost and 

customer deposit base. Specifically, the results of the three models show that the coefficients of advert cost 

have positive and statistically significant relationship with customer deposit base. This means that, for model 

1, a 1% increase in advert expenditure will cause 28.6% increase in customer deposit base when holding other 

variables constant. For model 2, a 1% increase in advert expenditure will cause 15.7% increase in customer 

deposit base and for model 3, a 1% increase in advert expenditure will cause 22.1% increase in customer 

deposit base holding other variables constant. For the control variables, the OLS results reveal that 

capitalization (market power), total assets (size) and branches (bank coverage/network) are strong predictors 

of customer deposit base as their coefficients show positive and statistically significant relationship with 

customer deposit base. The FE results reveal that total assets (size), age (bank experience), branches (bank 

coverage/network) and exchange rate have positive and statistically significant relationship with customer 

deposit base. The RE results reveal that capitalization (market power), total assets (size), branches (bank 

coverage/network), exchange rate and deposit rate have positive and statistically significant relationship with 

customer deposit base. However, while exchange rate and deposit rate are significant at 10% level of 

significance, the rest, in model 3, are significant at 1% level of significance. 
 

                                Table 3: Static Panel Data Analyses 

 (1) (2) (3) 

VARIABLES OLS FE RE 

    

lnadvt 0.286*** 0.157*** 0.203*** 

 (0.0254) (0.0355) (0.0307) 

lncap 0.194*** 0.0507 0.155*** 

 (0.0391) (0.0439) (0.0407) 

lnta 0.155*** 0.138*** 0.155*** 

 (0.0311) (0.0373) (0.0364) 
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lnage -0.0137 0.643*** 0.0314 

 (0.0329) (0.230) (0.0621) 

lnbrc 0.442*** 0.527*** 0.519*** 

 (0.0678) (0.126) (0.0965) 

lnexr -0.245 -0.404** -0.362* 

 (0.229) (0.186) (0.194) 

dpr 0.00363 0.00825 0.00835* 

 (0.00475) (0.00553) (0.00446) 

inflation 0.00129 0.00292 0.00325 

 (0.00384) (0.00334) (0.00327) 

Constant 2.392*** 2.683*** 2.773*** 

 (0.429) (0.618) (0.425) 

Observations 104 104 104 

R-squared 0.922 0.738  

firm effect NO YES YES 

year effect NO NO NO 

F-test 141 29.18  

Prob > F 0 0  

Number of id  13 13 

Wald-chi2   418.1 

Prob > chi2   0 

                                Standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1. Source: Researchers' 

computation using Stata 13. 
 

The results of the static panel analyses could be misleading given possible endogeneity concerns. This 

is because of the possibility that the explanatory variable, advert cost, may be determined by the dependent 

variable, customer deposit base. For instance, when faced with excess liquidity driven by customer deposits, 

banks may decide to cut down on advert spending which is a typical case of reverse causation. Endogeneity 

problem may also occur when both the dependent and explanatory variables are jointly influenced by another 

variable or group of variables (see, for instance, Lu, Ding, Peng & Chuang, 2018). These concerns 

notwithstanding, we are also interested in studying the dynamic relationship between the variables (Arellano 

& Bond, 1991; Blundell & Bond, 1998). In order to overcome these concerns and take care of the deficiencies 

of the results of the static panel, we employ the GMM.  
 

Table 4 presents the results of the dynamic panel analysis using difference GMM. Models 1 

(DGMM1) and 3 (DGMM2) represent one-step and two-step difference GMM respectively. Model 2 

(DGMM1-CL-a) represents one-step difference GMM with lag (1 5) and collapse the instrument matrix 

following Roodman (2009a, b). The results show that Models 1 and 3 suffer instrument proliferation and, 

therefore, are not reliable since their respective numbers of instruments are more than that of the 13-bank 

groups. For Model 2, the results are, however, reliable with the number of instruments at 11. The result of the 

AR(2) reveals that the model does not suffer from second-order serial correlation and the Hansen result shows 

that the instruments used are not over-identified. We can see here that the difference GMM results in model 2 

are similar to the static panel result where advert cost, total assets (size) and branches (bank 

coverage/network) have positive and statistically significant relationship with customer deposit base. The 

difference GMM results of Model 2 show that, all other things held constant, a 1% increase in advert cost will 

cause 11.5% increase in customer deposit base. 
 

Table 4: Dynamic Panel Data Analyses - Difference GMM 

 (1) (2) (3) 

VARIABLES DGMM1 DGMM1-CL-a DGMM2 

    

lnadvt 0.187*** 0.115*** 0.145* 

 (0.0456) (0.0420) (0.0786) 

lncap 0.0547 0.0342 -0.00604 

 (0.0415) (0.0314) (0.172) 

lnta 0.217*** 0.207*** 0.268** 

 (0.0452) (0.0587) (0.107) 

lnage 0.667* 0.918 1.150 



Emmanuel Onah; Charles Ubagwu & Augustine Ujunwa                          Doi: 10.48150/jemp.v2no1.2021.a3 

 

33 

 (0.370) (0.564) (0.715) 

lnbrc 0.407*** 0.525*** 0.439** 

 (0.150) (0.112) (0.182) 

lnexr -0.240 -0.130 -0.212 

 (0.154) (0.143) (0.203) 

dpr 0.00187 0.000173 -0.00153 

 (0.00428) (0.00343) (0.00517) 

inflation 0.000232 -0.00179 -0.00147 

 (0.00226) (0.00219) (0.00247) 

Observations 88 88 88 

Number of id 13 13 13 

firm effect YES YES YES 

year effect NO NO NO 

Hansen_test 9.071 10.01 9.229 

Hansen Prob 1.00 0.0751 1.00 

Sargan_test 58.12 29.92 52.73 

Sargan Prob 0.0112 1.53e-05 0.00316 

AR(1)_test -1.994 -0.686 -0.523 

AR(1)_P-value 0.0462 0.049 0.601 

AR(2)_test -1.371 -0.707 -0.856 

AR(2)_P-value 0.170 0.480 0.392 

No. of Instruments 44 11 36 
 

Robust standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1, DGMM1 & DGMM2 denote 

One-Step & Two-Step Diff-GMM respectively. CL denotes collapse. Regressions with suffix follow 

Roodman (2009a) and collapse the instrument matrix. The symbol ‗a‘ denotes lag (1 5). Source: Researchers' 

computation using Stata 13. 
 

A major concern with the difference GMM is its inherent limitations. Such limitations include that the 

lagged levels are poor instruments for the first difference if variables are close to a random walk (Bond, 2002; 

Roodman, 2009a, b). To correct this problem, we estimate the system GMM. The system GMM is generally 

considered as a superior estimator, when compared with the difference GMM and static panel model. Given 

these reasons, we adopt the system GMM as our tool for estimating the dynamic relationship between the 

variables. 
 

Table 5 presents the results of the dynamic panel analysis using system GMM. Models 1 (SGMM1) 

and 3 (SGMM2) represent one-step and two-step system GMM respectively. Models 2 (DGMM1-CL-a) and 4 

(SGMM2-CL-a) represent one-step and two-step system GMM respectively with lag (1 5) and collapse the 

instrument matrix following Roodman (2009a, b). The results show that models 1 and 3 suffer instrument 

proliferation and, therefore, are not reliable. Models 2 and 4 are one-step and two-step respectively, corrected 

for instrument proliferation following Roodman (2009b) approach. The result of the number of instruments in 

Models 2 and 4 reveal that they are less than 13. Other results reveal that Models 2 and 4 do not suffer from 

second-order serial correlation and that the instruments used are not over-identified. Based on these, we adopt 

the results of the two models (Models 2 and 4).  
 

The system GMM results of Models 2 and 4 are similar to the previous results obtained under the 

difference GMM and the static panel analyses. Model 2 shows that, all things being equal, a 1% increase in 

advert cost will cause 25.7% increase in customer deposit base. It also shows that the coefficients of the 

control variables: capitalization (market power), total assets (size) and branches (bank coverage/network), 

have positive and statistically significant relationship with customer deposit base. Similarly, the results of 

Model 4 reveal that, all things being equal, a 1% increase in the advert cost will cause 22.1% increase in 

customer deposit base. The results equally reveal that branches (bank coverage/network) has positive and 

statistically significant relationship with customer deposit base while total assets (size) has positive and 

statistically significant relationship with customer deposit base at 1% and 10% levels of significance, 

respectively. We rely on the results provided in Model 4 since two-step is superior to one-step. 
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       Table 5: Dynamic Panel Data Analyses - System GMM 

 (1) (2) (3) (4) 

VARIABLES SGMM1 SGMM1-CL-a SGMM2 SGMM2-CL-a 

     

lnadvt 0.145* 0.257*** 0.0652 0.221*** 

 (0.0786) (0.0410) (0.258) (0.0641) 

lncap -0.00604 0.152** 0.219 0.138 

 (0.172) (0.0592) (0.156) (0.0928) 

lnta 0.268** 0.184*** 0.282* 0.254* 

 (0.107) (0.0663) (0.154) (0.138) 

lnage 1.150 -0.0190 0.0114 -0.0377 

 (0.715) (0.0694) (0.105) (0.106) 

lnbrc 0.439** 0.477*** 0.397** 0.453*** 

 (0.182) (0.0839) (0.170) (0.105) 

lnexr -0.212 -0.304 -0.404 -0.184 

 (0.203) (0.211) (0.366) (0.282) 

dpr -0.00153 0.00598 0.00650 0.00276 

 (0.00517) (0.00434) (0.00769) (0.00743) 

Inflation -0.00147 0.00247 0.00216 0.000190 

 (0.00247) (0.00346) (0.00495) (0.00507) 

Constant  2.533*** 2.563*** 2.216*** 

  (0.425) (0.633) (0.541) 

Observations 104 104 104 104 

Number of id 13 13 13 13 

firm effect YES YES YES YES 

year effect NO NO NO NO 

Hansen_test 9.229 9.881 9.881 9.881 

Hansen Prob 1.00 0.130 1.00 0.130 

Sargan_test 52.73 36.34 74.48 36.34 

Sargan Prob 0.00316 2.36e-06 0.114 2.36e-06 

AR(1)_test -0.523 -3.065 -1.564 -1.550 

AR(1)_P-value 0.601 0.00218 0.18 0.021 

AR(2)_test -0.856 -0.310 -0.558 -0.381 

AR(2)_P-value 0.392 0.757 0.577 0.703 

No. of Instruments 36 11 44 10 
 

Standard errors in parentheses, *** p<0.01, ** p<0.05, * p<0.1, SGMM1 & SGMM2 denote One-

Step & Two-Step GMM respectively. CL denotes collapse. Regressions with suffix CL follow Roodman 

(2009a) and collapse the instrument matrix, the symbol ‗a‘ denotes lag (1 5). Source: Researchers' 

computation using Stata 13. 
 

5. CONCLUSION 
 

This paper investigates the extent to which advert cost explains changes in customer deposit base of 

DMBs in Nigeria from 2010 to 2018. Previous studies tend to focus on the effect of advert expenses on other 

performance proxies. As competition among banks for customer deposit escalates, especially in Nigeria, it has 

become necessary to scrutinize some of the avenues through which scarce resources are being wasted. Banks, 

by their very nature, are heavily regulated. Hence, such scrutiny is very important for policy. The relevance of 

this study, therefore, stems from the huge important research gap on bank advert expenditure-deposit 

mobilization nexus and the need to fill such gap.  
 

From the results of our analyses, we found that advert cost of DMBs in Nigeria had positive and 

statistically significant relationship with customer deposit base. We also found that, holding other variables 

constant, a 1% increase in advert cost will cause 22.1% increase in customer deposit base. Our findings hold 

true across different models, both static and dynamic, after controlling for measures of bank size, market 

power, experience, network/coverage, exchange rate, deposit rate and inflation rate.  
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The results reveal that the competition among the DMBs in Nigeria in terms of intensive 

advertisement for deposits does not constitute a leakage or pose any imminent danger on their scarce 

resources and, therefore, may not require policies in the form of advert expenditure regulation.  

 

References 

 

Acar, M., & Temiz, H. (2017). Advertising effectiveness on financial performance of banking sector: Turkey 

case. International Journal of Bank Marketing, 35(4), 649-661. 

Ahn, H., Song, Y. A., & Sung, Y. (2011). When the going gets tough, ads become straightforward but multi-

appealed: The influence of the recession on financial services advertising appeals. Journal of 

Financial Services Marketing, 16(3-4), 230-243. 

Ali Shah, S. Z., & Akbar, S. (2008). Value relevance of advertising expenditure: A review of the literature. 

International Journal of Management Reviews, 10(4), 301-325. 

Aliata, V. L., Odondo, A. J., Aila, F. O., Ojera, P. B., Abong‘o, E. E., & Odera, O. (2012). Influence of 

promotional strategies on banks performance. International Journal of Business, Humanities and 

Technology, 2(5), 169-178. 

Aloui, M., & Jarboui, A. (2018). The effects of corporate governance on the stock return volatility. 

International Journal of Law and Management, 60(2), 478-495. 

Alt, M. A., Săplăcan, Z., & Berács, J. (2019). Managerial framework for bank advertising. International 

Journal of Bank Marketing, 37(7), 1547-1565. 

Andersen, M. L., & Dejoy, J. S. (2011). Corporate social and financial performance: The role of size, industry, 

risk, R&D and advertising expenses as control variables. Business and Society Review,116(2), 237–

256. 

Andres, P., & Vallelado, E. (2008). Corporate governance in banking: The role of the board of directors. 

Journal of banking & finance, 32(12), 2570-2580. 

Arellano, M., & S. Bond. (1991). Some tests of specification for panel data: Monte Carlo evidence and an 

application to employment. Review of Economic Studies Limited, 58, 277-297. 

Bauer, C., & Lasinger, P. (2014). Adaptation strategies to increase advertisement effectiveness in digital 

media. Management Review Quarterly, 64(2), 101-124. 

Beadle, D. (1988). The growing importance of lifestyle research in marketing and advertising financial 

products and services. Marketing Intelligence & Planning, 6(4), 36-39. 

Blundell, R., & Bond, S. (1998). Initial conditions and moment restrictions in dynamic panel data model, 

Journal of Econometrics, 87, 115 – 143. 

Bond, S. R. (2002). Dynamic panel data models: a guide to micro data methods and practice. Portuguese 

Economic Journal, 1(2), 141-162. 

Brown, A. (2006). Advertising regulation and co-regulation: The challenge of change. Oxford: Institute of 

Economic Affairs, Blackwell Publishing. 

Cohen, D. A., Mashruwala, R., & Zach, T. (2009). The Use of Advertising Activities to Meet Earnings 

Benchmarks: Evidence from Monthly Data. AAA 2008 Financial Accounting and Reporting Section 

(FARS) (No. 2451/27558, pp. 1-41). NYU Working Paper. 

Czarnecka, B., & Evans, J. (2013). Wisdom appeals in UK financial services advertising. Journal of 

Promotion Management, 19(4), 418-434. 

Du, D., & Osmonbekov, T. (2020). Direct effect of advertising spending on firm value: Moderating role of 

financial analyst coverage. International Journal of Research in Marketing, 37(1), 196-212. 

Falconer, S. (2005). Ethical marketing in financial services: the continuing importance of fiduciary 

responsibility.Journal of Financial Services Marketing, 10(2), 103-106. 

Flesher, D. L., Hoskins, M., & Thompson, J. H. (2002). SOP mandates capitalization of advertising costs. 

Management Accounting Quarterly, 3(4), 1-7. 

Focke, F., Ruenzi, S., & Ungeheuer, M. (2020). Advertising, attention, and financial markets. The Review of 

Financial Studies, 33(10), 4676-4720. 

Gunasekara, H. U., & Kumari, P. (2018). Factors affecting for deposit mobilization in Sri Lanka. International 

Review of Management and Marketing, 8(5), 30-42. 

Hossain, M., & Islam, T. (2019). Effect of advertising expenses and sales incentives on financial performance: 

Dissecting the cases of two market leaders. Business and Economic Research, 9(1), 69-83. 

Kotler, P. (2001). Marketing management: Analysis, planning, implementation and control (10
th
 edition). 

Upper Saddle River, NJ: Prentice Hall. 



Journal of Economics & Management Policy;                                                 Vol. 2; No.1 February 2021 
 

36 

Lee, T., Chung, W., & Taylor, R. E. (2011). A strategic response to the financial crisis: an empirical analysis 

of financial services advertising before and during the financial crisis. Journal of Services Marketing, 

25(3), 150-164. 

Lu, G., Ding, X. D., Peng, D. X., & Chuang, H. H. C. (2018). Addressing endogeneity in operations 

management research: Recent developments, common problems, and directions for future research. 

Journal of Operations Management, 64, 53-64. 

Madsen, J., & Niessner, M. (2019). Is investor attention for sale? The role of advertising in financial markets. 

Journal of Accounting Research, 57(3), 763-795. 

Mizik, N., & Nissim, D. (2011). Accounting for Marketing Activities: Implications for Marketing  

 Research and Practice. New York: Columbia Business School. 

Peles, Y. (1970). Amortization of advertising expenditures in the financial statements. Journal of Accounting 

Research, 8(1), 128-137. 

Peterson, R. A., & Jeong, J. (2010). Exploring the impact of advertising and R&D expenditures on corporate 

brand value and firm-level financial performance. Journal of the Academy of Marketing Science, 

38(6), 677-690. 

PricewaterhouseCoopers (2005). International accounting reporting standards (IFRS): Issues and solutions for 

the pharmacological industry. PricewaterhouseCoopers publication. 

Ramalingam, V., Palaniappan, B., Panchanatham, N., & Palanivel, S. (2006). Measuring advertisement 

effectiveness—a neural network approach. Expert Systems with Applications, 31, 159–163. 

Renault, R. (2015).  Advertising in Markets.  Handbook of Media Economics, Volume 1A. Elsevier  

 B.V. ISSN 2213-6630, http://dx.doi.org/10.1016/B978-0-444-62721-6.00004-4 

Roodman, D. (2009a). How to do xtabond2: An introduction to difference and system GMM in Stata. The 

Stata Journal, 9(1), 86-136. 

Roodman, D. (2009b). Practitioners‘ corner: A note on the theme of too many instruments. Oxford Bulletin of 

Economics and Statistics, 71(1): 135-158 

Rose, P. S., & Hudgins, S. C. (2010).  Bank Management and Financial Services, (eight edition). New York, 

NY: The McGraw Hill Companies, Inc. 

Sethuraman, T. V., & George, K. T. (1983). On optimisation of advertisement cost. Indian Journal of 

Industrial Relations, 19(2), 235-239. 

Shanmugam, B. (1989). Marketing of financial services in a developing country: The Malaysian experience. 

International Journal of Bank Marketing, 7(4), 33-38. 

Strauss, N. N., & Harris, B. W. (1994). How AcSEC's new SOP tightens accounting and reporting on 

advertising costs. Journal of Corporate Accounting & Finance, 5(3), 359-366. 

Swani, K., & Iyer, E. S. (2017). The impact of the great recession on financial services advertising: An 

exploratory study. Services Marketing Quarterly, 38(3), 170-186. 

Tracey, P. L. (1989). International Advertising: Regulatory Pitfalls forthe Unwary Marketer.        

 Penn State International Law Review, 7(2) & Dickinson Journal of International Law  

 Article 7. 

Uche, C. U., & Ehikwe, A. E. (2001). Marketing of banking services in Nigeria. Journal of Financial Services 

Marketing, 6(2), 133–146. 

"UK Financial Services Advertisements" (2018). In Emotional Appeals in Advertising Banking Services. 

Published online: 16 Apr 2018; 7-23. Permanent link to this document: https://doi.org/10.1108/978-1-

78756-299-820181002. 

Volkov, M., Harker, D., & Harker, M. (2002). Complaint behaviour: a study of the differences between 

complainants about advertising in Australia and the population at large. Journal of Consumer 

Marketing, 9(4), 319-332. 

Wyckham, R. G. (1990). Self Regulation of Advertising: The Impact of Information and Attitudes. Canadian 

Journal of Administrative Sciences/Revue Canadienne des Sciences de l'Administration, 7(4), 1-8. 

Xu, J., Liu, F., & Chen, Y. H. (2019). R&D, Advertising and firms‘ financial performance in South Korea: 

Does Firm Size Matter? Sustainability, 11(14), 3764. 

 

 

http://dx.doi.org/10.1016/B978-0-444-62721-6.00004-4

