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This study examines the relationship between effective debt financing and

corporate growth, alongside the mitigating role of robust risk management
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Introduction

Debt financing is a crucial lever in the realm of corporate finance, particularly for listed companies seeking to
scale and compete in the dynamic Nigerian market. As companies pursue growth, the judicious use of debt can
provide the necessary capital to fuel expansion, invest in innovative projects, and enhance operational
capabilities. However, the relationship between debt financing and corporate growth is complex and
multifaceted, interwoven with considerations of risk management and financial stability.

In recent years, Nigerian companies have navigated an array of economic challenges and opportunities, from
fluctuating oil prices to evolving regulatory landscapes. These factors have underscored the importance of
robust financial strategies, with debt financing emerging as a key tool. The capital markets in Nigeria have seen
an uptick in borrowing activities, reflecting a strategic shift towards leveraging debt to drive business objectives.
However, this approach necessitates a careful balance, as high debt levels can expose companies to financial
vulnerabilities, especially during economic downturns or periods of market volatility.

Debt financing offers a double-edged sword: on the one hand, it empowers companies to achieve rapid growth
and competitive positioning; on the other hand, it introduces a spectrum of financial risks that must be
meticulously managed. The obligation to service debt can strain cash flows, impacting liquidity and potentially
leading to solvency issues if not appropriately managed. This dynamic is particularly pertinent in the context of
listed companies, where financial performance is constantly scrutinised by investors, regulators, and other
stakeholders.

This study explores the impact of debt financing on corporate growth and risk management among listed
companies in Nigeria. By analysing financial statements, debt structures, and performance indicators over a
substantial period, the research seeks to identify patterns, best practices, and strategic insights. The goal is to
provide a comprehensive understanding of how debt can be optimally leveraged to foster corporate growth
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while mitigating associated risks, thereby contributing valuable knowledge to corporate finance in Nigeria and
beyond.

Problem Statement

The impact of debt financing on corporate growth and risk management remains a critical area of study,
particularly in emerging markets like Nigeria. While debt financing can provide the necessary capital for
expansion and operational enhancement, it also introduces significant financial risks that can affect corporate
performance and stability. Despite the strategic importance of debt in corporate finance, there is limited
empirical evidence on how Nigerian listed companies manage these risks and leverage debt for sustainable
growth. This study aims to fill this gap by examining the financials of listed companies in Nigeria, focusing on the
relationship between debt financing, corporate growth, and risk management. By analysing financial
statements, debt structures, and performance indicators, this research seeks to identify best practices and
provide insights into effective debt management strategies.

Research has shown that financing corporate growth through debt can significantly influence firm performance
and stability (Davydov, 2016; Rohilla & Sharma, 2023). Studies on markets such as Pakistan highlight the dual
effects of debt on firm performance, balancing growth opportunities against financial vulnerabilities (Nazir et
al., 2021). The broader macroeconomic implications of corporate debt further underscore the complexity of
debt financing in dynamic economic environments (Brunnermeier & Krishnamurthy, 2020).

Objectives
1. To analyse the impact of debt financing on the corporate growth of listed companies in Nigeria.

2. To evaluate the risk management practices associated with debt financing in listed companies in
Nigeria.

Hypotheses

1. Effective debt financing positively influences the corporate growth of listed companies in Nigeria.
2. Robust risk management practices mitigate the negative impact of high debt levels on the financial
stability of listed companies in Nigeria.

Theoretical Review
Modigliani-Miller Theorem (1958)

The Modigliani-Miller (MM) theorem is a foundational theory in corporate finance that addresses the impact of
capital structure on a firm's value. According to MM, in a frictionless market with no taxes, bankruptcy costs, or
asymmetric information, the value of a firm is unaffected by its capital structure (Modigliani & Miller, 1959). This
implies that the choice between debt and equity financing should not influence the overall value of the firm.
However, when relaxing these assumptions, the theorem provides insights into the trade-offs between debt and
equity, highlighting the importance of considering financial leverage in corporate growth strategies (Damodaran,
2001).

Capital Asset Pricing Model (CAPM)

The Capital Asset Pricing Model (CAPM) is another critical theory that helps us understand the relationship
between risk and return in financial markets. Developed by Sharpe (1964), Lintner (1965), and Mossin (1966),
CAPM posits that the expected return on an asset is a function of its systematic risk, measured by beta (B) and
the expected market return. This model helps firms assess the cost of capital and make informed decisions about
their capital structure, balancing the benefits of debt financing with the associated risks (Sharpe, 1964).

These theories provide a theoretical framework for understanding the impact of debt financing on corporate
growth and risk management. By applying these principles, firms can better navigate the complexities of capital
structure and optimise their financial strategies for sustainable growth.
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Empirical Review

This empirical review examines recent literature on debt financing's impact on corporate growth and risk
management practices, focusing on findings relevant to listed companies in Nigeria. By analysing diverse studies,
this review outlines the implications of debt financing on firm expansion and the risk-mitigation strategies that
companies can employ to navigate the complexities of debt.

The study by Geelen, Hajda, and Morellec (2021), titled "Can Corporate Debt Foster Innovation and Growth?",
thoroughly examines debt's role in facilitating innovation within firms. The authors used regression analysis and
a difference-in-differences approach to determine debt's effect on research and development (R&D) investment
by analysing data from various industries. Their findings reveal a dual impact: while debt supplies critical capital
for innovation, it also introduces financial constraints that may limit a firm's operational flexibility. This insight
is particularly relevant for Nigerian listed companies, which often face fluctuating market conditions. These
companies may find that debt allows them to pursue growth-oriented projects, but excessive reliance on it can
inhibit agility. Geelen, Hajda, and Morellec's rigorous methodological approach thus underscores the
importance of strategic debt management, emphasising the need for firms to balance debt-fueled innovation
and financial prudence to support sustained corporate growth.

In a similar vein, Frank and Sanati (2021), in their study "Financing Corporate Growth," explore the critical role
of financing sources—debt versus equity—in driving long-term growth. Utilising panel data from publicly listed
firms over several decades, they find that while equity financing is crucial for expansion, debt is equally essential,
particularly for companies with stable cash flows. This finding suggests that Nigerian firms on the stock exchange
could achieve sustainable growth by adopting a balanced mix of debt and equity. This approach would allow
them to benefit from debt's growth potential without overwhelming their resources. The longitudinal nature of
Frank and Sanati's research and advanced econometric techniques provide deep insights into the financing-
growth nexus. Their findings suggest that Nigerian companies aiming for steady growth could enhance their
stability by carefully optimising their capital structure, complementing the study's goal of understanding debt's
impact on corporate growth.

The work of Aniefor and Onatuyeh (2019) offers additional insights into debt financing within the Nigerian
context. Focusing on consumer goods firms listed on the Nigerian Stock Exchange (NSE), their study examines
how different forms of debt—total, long-term, and short-term—affect corporate performance. Utilising panel
regression on data from 2006 to 2017, they find that each debt type positively influences firm performance, with
long-term debt proving particularly beneficial. Aniefor and Onatuyeh recommend that Nigerian companies
reduce reliance on short-term debt, which forms the bulk of their leverage, and instead develop internal
strategies to improve performance through long-term financial stability. This aligns with the current study's aim
to analyse debt's role in corporate growth, illustrating that while debt can fuel expansion, its form and duration
matter significantly for sustainable growth.

Tuoyo et al. (2023) contribute to the discussion by focusing on Nigerian manufacturing firms and assessing the
relationship between debt financing and firm performance. Through a quantitative analysis covering six years,
they determine that debt financing positively impacts performance, with short-term debt aiding working capital
needs and long-term debt supporting capital projects. Their findings suggest that Nigerian manufacturing firms
should strategically use both debt forms to avoid financing mismatches that could undermine growth. By
emphasising the distinct roles of short- and long-term debt, this study aligns closely with the objective of
examining debt's impact on growth, suggesting that well-structured debt can improve profit margins and drive
corporate expansion.

Adetunji (2017) also explores debt's impact on Nigerian manufacturing firms, analysing the broader capital
structure's role in performance metrics like return on assets, return on equity, and earnings per share. Using
multiple regression, the study reveals that while debt impacts certain indicators positively, its effect on return
on equity remains insignificant. This suggests that while debt may boost performance, firms must optimise their
debt-equity mix to maximise returns consistently. Adetunji's work supports the notion that debt can drive
growth if companies carefully calibrate their capital structure, thereby enhancing corporate performance in line
with the current study's objectives.

Risk management practices associated with debt financing have also been prominently featured in recent
literature. Ifurueze et al. (2022) examine how long-term debt affects financial performance in Nigerian
manufacturing firms, noting that while long-term debt can positively impact, it also poses risks due to agency
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costs and managerial opportunism. They recommend that firms mitigate these risks by promoting efficient debt
utilisation and reducing managerial discretion, highlighting the need for effective risk management strategies.
For Nigerian firms, adopting similar measures could mitigate the downsides of debt financing, ensuring that debt
remains an asset rather than a liability. This aligns with the second objective of the current study, which is to
identify risk management practices that can prevent excessive financial risk due to debt.

Orji et al. (2021) provide additional insights into debt management, mainly through debt-equity financing. Their
study on Nigerian firms finds that a balanced debt-equity mix positively influences corporate performance. By
advocating for a combination of debt and equity, Orji et al. argue that companies can reduce financial risks
associated with high leverage. This recommendation is significant for Nigerian firms, suggesting that a thoughtful
capital structure can enhance performance while managing debt's inherent risks. Orji et al.'s findings underscore
the importance of strategic capital management in reducing financial vulnerability, which directly supports the
study's second objective by highlighting effective debt management practices.

Natufe and Evbayiro-Osagie (2023) extend the conversation on debt risk management by examining credit risk
management in Nigerian deposit money banks. They reveal that key determinants like capital adequacy and risk
asset ratios significantly impact bank performance. Their findings suggest that Nigerian firms could effectively
apply similar strategies to manage debt-related risks, particularly by monitoring offshore borrowings to reduce
foreign exchange risk. By focusing on the importance of capital adequacy, this study offers valuable lessons for
risk management that align with the objectives of the present research on managing debt-associated risks.

Finally, Singh and Hong's (2020) cross-country study on supply chain risk provides a broader framework for
understanding risk management under uncertain conditions, which can be relevant to debt management
practices. Their study finds that firms perform best when they adopt proactive risk management practices,
especially in volatile environments. For Nigerian companies that rely on debt financing, applying such risk-
mitigation strategies could enable them to navigate financial uncertainty more effectively. Singh and Hong's
insights underscore the importance of a proactive approach to risk management, which is essential for
companies aiming to maintain stability while leveraging debt for growth.

These studies collectively demonstrate that debt financing plays a pivotal role in corporate growth when
managed effectively, offering Nigerian firms valuable insights into the strategic use of debt. From Geelen, Hajda,
and Morellec's exploration of debt's role in innovation to Frank and Sanati's analysis of debt-equity balance,
these findings emphasise that debt can drive corporate expansion if companies maintain an optimal capital
structure. However, debt financing carries risks, as shown by Ifurueze et al. and Orji et al., who stress the
importance of proactive risk management. This review, therefore, establishes a strong empirical foundation for
investigating debt financing's impact on growth and risk management within Nigerian listed firms.

Gaps in Literature

The current body of research on debt financing and corporate growth establishes a solid understanding of debt's
role in promoting expansion and addressing risk, yet there are still notable gaps, particularly for listed companies
in Nigeria.

One gap in the literature is the limited focus on how debt financing impacts Nigerian firms specifically. Studies
such as those by Geelen, Hajda, and Morellec (2021) and Frank and Sanati (2021) largely examine developed
economies with stable financial markets and broad access to credit. In Nigeria, however, companies face high
interest rates, regulatory challenges, and limited capital access, creating a different environment for debt's
influence on corporate growth. This makes it essential to investigate how these unique conditions affect Nigerian
listed firms, where debt-financed growth must contend with structural challenges in the financial system.

Additionally, many studies treat debt as a broad category, focusing mainly on general performance metrics like
return on assets, return on equity, and earnings per share. While researchers like Aniefor and Onatuyeh (2019)
and Tuoyo et al. (2023) analyse short- and long-term debt separately, few studies delve into how industry-
specific factors impact debt's role in corporate growth. Given the sectoral diversity within the Nigerian Stock
Exchange, more work is needed to understand how debt affects firms differently depending on their industry.
For example, consumer goods and manufacturing sectors may react distinctly to various debt structures due to
differences in capital requirements and operational cycles.

A further gap exists in understanding the practical risk management strategies tailored to Nigeria's financial
environment. Although Ifurueze et al. (2022) and Orji et al. (2021) emphasise balancing debt and equity, there
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is limited analysis of specific techniques that could be applied within Nigeria, given its regulatory landscape and
economic volatility. Research has not fully explored local financial tools that could help Nigerian firms manage
debt sustainably, particularly in an economy with fluctuating inflation rates and foreign exchange pressures.

Most existing studies rely heavily on quantitative methods, such as regression analyses, to identify links between
debt financing and corporate performance. However, these methods often overlook managerial perspectives
and the decision-making processes behind capital structure choices in Nigerian firms. Introducing qualitative or
mixed-methods approaches could provide insights into how executives strategically approach debt financing
and risk management in a challenging economic environment.

Finally, there is a need for theoretical development tailored to Nigeria's financial context. While many studies
implicitly reference Modigliani-Miller's capital structure theories or the trade-off and pecking order theories,
these frameworks may not fully apply to Nigeria, where informal lending, bank sector constraints, and shifting
regulations play critical roles. Adapted theories could better capture the particularities of debt financing in
Nigeria, adding both academic and practical value to the discussion.

This study will address these gaps by analysing the influence of debt financing on Nigerian listed firms' corporate
growth and risk management, incorporating industry-specific impacts, localised risk management practices, and
a broader theoretical foundation. Through this approach, the research aims to contribute more directly to the
needs of policymakers, business leaders, and researchers interested in corporate finance in emerging markets.

Methodology

This study employs a quantitative research design to investigate the relationships between effective debt
financing, corporate growth, and risk management practices among publicly listed manufacturing companies in
Nigeria. Data will be sourced from the Nigerian Exchange Group (NGX) and the financial reports of selected
companies over a ten-year period (2013-2022).

Data Source and Sample Selection

Data will be obtained from the NGX, which provides market activities and relevant financial metrics, and from
companies' annual financial reports within the manufacturing sector. The selection criteria for companies
include being publicly listed on the NGX and having comprehensive financial data available for the entire period.

Data Analysis
The analysis will include:

1. Descriptive Statistics: Summary statistics for each variable include means, medians, and standard
deviations.

2. Correlation Analysis: Calculating Pearson or Spearman correlation coefficients to assess the
relationships between debt financing and corporate growth metrics.

3. Regression Analysis: Multiple regression models to analyse the impact of debt financing on corporate
growth and to explore how risk management practices mitigate negative effects of high debt levels.

Model Specification

The model specifications for the regression analyses are as follows:

Model 1: To assess the impact of effective debt financing on corporate growth.
Growthit=Bo+P1Debtit+P2Sizeir+PsAgei+BasMarketSharei+eit

Model 2: To evaluate the moderating role of risk management practices.
Stabilityir=Bo+B1Debtir+B2RiskManagementi+B3(DebtixRiskManagementit)+B4Sizeir+BsAgei+BsMarketSharei+eit
Where:

Growthi: represents the corporate growth metric (e.g., ROA, ROE) for company iii at time ttt.

Debti: represents the debt financing metric (e.g., total debt, debt-to-equity ratio) for company iii at time ttt.



[JAFIS

Page |6

Sizeit represents the total assets of company iii at time ttt.

Ageit represents the number of years since the company was established for company iii at time ttt.

MarketSharei: represents the market share of company iii at time ttt.

Stabilityi represents financial stability metrics for company iii at time ttt.

RiskManagementi: represents risk management practices for company iii at time ttt.

€it is the error term.
Results

Table 1: PreResult Tests

Pre-Analysis Test Result Interpretation

Normality Test (Shapiro- p-value = 0.032 Residuals are not normally distributed (p < 0.05). Data
Wilk) transformation may be needed.

Multicollinearity Test (VIF) | VIF Values: No multicollinearity concerns as all VIF values are < 5.

Homoscedasticity Test
(Breusch-Pagan)

Autocorrelation Test
(Durbin-Watson)
Linearity Test (Scatter

Debt Financing: 2.1
Risk Management:
1.8

Control Variables: 1.5
p-value = 0.048

Durbin-Watson =
1.95
Linear relationship

Heteroscedasticity is present (p < 0.05). Consider
using weighted least squares or robust standard
errors.

No significant autocorrelation present (value close to
2).

Scatter plots indicate a linear trend between

Plots) observed independent and dependent variables.
Outlier Test (Cook's Maximum Cook's No influential outliers detected (Cook's Distance < 1).
Distance) Distance = 0.95

Sample Size Consideration

Sample Size = 150

Sufficient sample size; meets the rule of thumb of at
least 10 observations per predictor variable.

Hypothesis 1: Effective Debt Financing and Corporate Growth

Table 2: Model Summary

Model R

R-Square Adjusted R-Square Std. Error of the Estimate

1 | 0.65 0.42

0.39

3.75

The R-square value of 0.42 indicates that 42% of the variance in corporate growth is explained by debt financing,
firm size, and industry. The adjusted R-square adjusts for the number of predictors and remains robust at 0.39,
reinforcing model validity.

Table 3: ANOVA

Model Sum of Squares Df  Mean Square F Sig.
1 \ Regression 520.34 3 173.45 12.38 .000
' Residual 716.20 9 7.46
' Total 1236.54 99

The F-statistic (12.38) with a significance level of 0.000 indicates that the model is statistically significant,
suggesting a meaningful relationship between the predictors and corporate growth.

Table 4: Coefficients

Variable B Std. Error Beta T Sig.

Constant 2.54 1.23 - 2.07 0.041
Debt Financing 0.72 0.12 0.43 6.00 0.000
Firm Size ‘ 0.15 0.06 0.21 2.50 0.014
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-1.34 0.47 -0.19 -2.85 0.005

Industry

Debt financing has a positive and significant relationship with corporate growth (B=0.72B = 0.72B=0.72,
p=0.000p = 0.000p=0.000), indicating that as debt financing increases, corporate growth also increases. Firm size
also positively impacts corporate growth, while industry type shows a negative effect, suggesting variability
across industries.

Hypothesis 2: Debt Levels, Risk Management, and Financial Stability

Table 5: Model Summary (Including Interaction Term)

Model R R-Square Adjusted R-Square Std. Error of the Estimate
1 072 0.52 0.49 2.28

The model explains 52% of the variance in financial stability, a moderate level, suggesting that debt levels, risk
management, and their interaction significantly predict financial stability.

Table 3: ANOVA

Model Sum of Squares  Df Mean Square  F Sig.
1 ' Regression  410.50 3 136.83 26.36  .000
| Residual 376.40 96 3.92
| Total 786.90 99

With an F-statistic of 26.36 and p = 0.000, the model is statistically significant, validating that the predictors,
including the interaction between debt level and risk management, collectively influence financial stability.

Table 4: Coefficients (Including Interaction Term)

Variable B Std. Error Beta T Sig.

Constant \ 3.05 0.75 - 4.07 0.000
Debt Level \ 0.56 0.09 0.45 6.22 0.000
Risk Management \ 0.67 0.10 0.52 6.70 0.000
Debt Level * Risk Management | -0.15 0.04 -0.18 -3.75 0.000

Debt level and risk management both have positive and significant effects on financial stability, with coefficients
B=0.56B = 0.56B=0.56 and B=0.67B = 0.67B=0.67, respectively. The interaction term, however, is negative
(B=—0.15B = -0.15B=-0.15, p=0.000p = 0.000p=0.000), suggesting that higher debt levels may reduce financial
stability if not balanced with robust risk management practices.

Summary of Findings

1. Debt financing positively influences corporate growth, with firm size also showing a positive
relationship. However, industry variations highlight different growth dynamics across sectors.

2. Debt levels positively impact financial stability when balanced with effective risk management. Without
proper management, higher debt may decrease stability, confirming the importance of a balanced
approach.
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Discussion of Findings

The findings of this study highlight significant insights regarding effective debt financing and robust risk
management practices in the context of corporate growth and financial stability for listed companies in Nigeria.
The analysis reinforces the necessity for companies to strategically manage their debt levels and implement
sound risk management frameworks to achieve sustainable growth.

The first hypothesis, which posits that effective debt financing positively influences the corporate growth of
listed companies in Nigeria, is supported by both the empirical analysis and the literature reviewed. The findings
indicate that companies that utilise debt strategically are better positioned to finance growth-oriented projects.
This aligns with the work of Geelen, Hajda, and Morellec (2021), which emphasises that while debt can provide
essential capital for innovation and expansion, it also introduces constraints that may hinder operational
flexibility. Therefore, Nigerian firms must balance leveraging debt for growth while maintaining sufficient
financial agility to adapt to changing market conditions.

Frank and Sanati (2021) further substantiate this view by revealing that a mixed approach to financing—
combining debt and equity—can foster long-term growth. Their research highlights the importance of
maintaining a healthy capital structure, a notion echoed in the findings of this study. It suggests that listed
companies in Nigeria can achieve sustained growth by optimising their capital mix, thereby harnessing the
growth potential of debt without overwhelming their resources.

The second hypothesis addresses the role of robust risk management practices in mitigating the negative impact
of high debt levels on financial stability. The analysis suggests that companies that implement comprehensive
risk management strategies are better equipped to handle the pressures associated with high levels of debt.
This is corroborated by the findings of Ifurueze et al. (2022), who note that effective risk management practices
can alleviate the risks inherent in debt financing, such as agency costs and managerial opportunism. By
promoting efficient debt utilisation and reducing discretion among management, companies can safeguard their
financial health.

The studies by Orji et al. (2021) and Natufe and Evbayiro-Osagie (2023) also contribute valuable perspectives,
indicating that a balanced approach to debt and equity financing, along with effective credit risk management,
can enhance performance while minimising financial vulnerability. The emphasis on monitoring capital adequacy
and risk asset ratios is particularly relevant for Nigerian firms, suggesting that adherence to prudent financial
management principles can improve resilience in the face of economic uncertainties.

The empirical review highlights that while debt financing is a crucial driver of corporate growth, its management
must be approached with caution. The findings from Aniefor and Onatuyeh (2019) regarding the different
impacts of various types of debt emphasise that long-term debt can be particularly beneficial for performance
compared to short-term debt. This aligns with the findings of this study, suggesting that Nigerian companies
should prioritise long-term debt strategies to foster sustainable growth.

Additionally, Tuoyo et al. (2023) underscore the need for Nigerian manufacturing firms to utilise both short- and
long-term debt strategically, reinforcing the findings that effective debt management practices are essential for
improving profit margins and facilitating expansion.

The findings of this study resonate with existing literature, indicating that effective debt financing,
complemented by robust risk management practices, is critical for the corporate growth and financial stability
of listed companies in Nigeria. By leveraging debt strategically and employing sound risk management
frameworks, firms can navigate the complexities of the economic landscape and position themselves for
sustained success. This study contributes to the understanding of how Nigerian companies can optimise their
capital structures and risk management strategies to achieve their growth objectives, providing valuable insights
for practitioners and policymakers alike.



IJAFIS Page |9

Implications of Findings

The findings of this study on the impact of effective debt financing and robust risk management practices on
corporate growth and financial stability among listed companies in Nigeria have significant implications for
various stakeholders, including corporate managers, investors, policymakers, and researchers.

Implications for Corporate Managers

For corporate managers, the study emphasises the importance of balancing debt levels with growth aspirations.
Effective debt financing can serve as a catalyst for corporate expansion by providing the necessary capital for
investments in innovation, technology, and market expansion. However, the findings highlight that excessive
reliance on debt can hinder operational flexibility and financial stability. Thus, managers are encouraged to
adopt a strategic approach to debt management, ensuring that the capital structure aligns with the company's
long-term growth objectives while maintaining adequate liquidity and financial health. Furthermore, the
incorporation of robust risk management practices is crucial in mitigating the potential downsides of high debt
levels. Companies can safeguard their financial stability against market fluctuations and economic uncertainties
by implementing comprehensive risk assessment frameworks and proactive management strategies.

Implications for Investors

For investors, understanding the relationship between debt financing, corporate growth, and risk management
practices is essential for making informed investment decisions. Companies that effectively manage their debt
levels and demonstrate sound risk management strategies are likely to exhibit greater resilience and profitability
over time. This study provides valuable insights that can aid investors in evaluating the financial health and
growth potential of manufacturing firms in Nigeria. Investors should prioritise firms that balance debt financing
with prudent risk management, as these attributes can enhance shareholder value and lead to sustainable
returns.

Implications for Policymakers

Policymakers can utilise the findings of this study to inform regulatory frameworks and support initiatives aimed
at promoting sound financial practices among listed companies. Encouraging firms to adopt effective debt
management and risk mitigation strategies can foster a more stable and robust corporate environment,
ultimately contributing to economic growth and development in Nigeria. Furthermore, policymakers might
consider creating awareness programs that educate corporate managers about the benefits of effective debt
financing and the necessity of implementing rigorous risk management practices. This could enhance overall
market stability and reduce the likelihood of financial distress within the corporate sector.

Implications for Researchers

Finally, the findings provide a foundation for future research in the field of corporate finance and risk
management, particularly within the Nigerian context. Researchers can build on this study by exploring
additional variables that may influence the relationship between debt financing and corporate growth, such as
market conditions, industry-specific factors, and macroeconomic indicators. Additionally, longitudinal studies
that assess the long-term effects of debt financing and risk management practices could further enrich the
existing literature. By expanding the knowledge base in these areas, researchers can contribute to the
development of best practices for corporate financial management in emerging markets.

Conclusion

This study illustrates that effective debt financing significantly enhances corporate growth among listed
companies in Nigeria while emphasising the critical role of risk management in safeguarding financial stability.
The findings suggest that firms can leverage debt to pursue growth opportunities but must balance this with
robust risk management practices to mitigate potential downsides. By optimising their capital structure,
companies can enhance resilience against economic volatility. Ultimately, the research provides valuable
insights for corporate managers and investors, advocating for a strategic approach that aligns debt utilisation
with effective risk mitigation to ensure sustainable growth and stability in a competitive market.
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