A STUDY ON TREND OF STOCK PRICE MOVEMENT
OF COMMERCIAL BANK IN SECONDARY
MARKET OF NEPAL

By
JUNU G.C.
Shanker Dev Campus
Campus Roll No.: 1456/062
T.U. Regd. No.: 7-1-274-320-2000

A Thesis Submitted to:
Office of the Dean
Faculty of Management
Tribhuvan University

In partial fulfillment of the requirement for the degree of
Master of Business Studies (MBS)

Kathmandu, Nepal
February 2011



RECOMMENDATION
Thisisto certify that the thesis

Submitted by:
JUNU G.C.

Entitled:

A STUDY ON TREND OF STOCK PRICE MOVEMENT
OF COMMERCIAL BANK IN SECONDARY
MARKET OF NEPAL
has been prepared as approved by this Department in the prescribed format of

the Faculty of Management. This thesis is forwarded for examination.

Kailash P. Amatya Prof. Bishweshor Man Shrestha Prof. Dr. Kamal Deep Dhakal
(Thesis Supervisor) (Head, Resear ch Department) (Campus Chief)



VIVA-VOCE SHEET

We have conducted the viva—-voce of the thesis presented

by:
JUNU G.C.

Entitled:

A STUDY ON TREND OF STOCK PRICE MOVEMENT
OF COMMERCIAL BANK IN SECONDARY
MARKET OF NEPAL

And found the thesis to be the original work of the student and written
according to the prescribed format. We recommend the thesis to be
accepted as partial fulfillment of the requirement for the degree of

Master of Business Studies (MBYS)

Viva-Voce Committee

Head, Research Department

Member (ThesiSSUpervisor) e,

Member (External Expert) e



DECLARATION

| hereby declare that the work reported in this thesis entitled “A Study on
Trend of Stock Price Movement of Commercial Bank in Secondary
Market of Nepal” submitted to Office of the Dean, Faculty of Management,
Tribhuvan University, is my origina work done in the form of partia
fulfillment of the requirement for the degree of Master of Business Studies
(MBS) under the supervision of Kailash P. Amatya of Shanker Dev Campus,
T.U.

JUNU G.C.
Shanker Dev Campus
Campus Roll No.: 1456/062
T.U. Regd. No.: 7-1-274-320-2000



ACKNOWLEDGEMENT

Very first | would to like thank Shanker Dev Campus for their overwhelming
support to complete my MBS Degree thesis and also helping me through out of
my research work. The infrastructures of the campus have played an eminent
role to complete this thesisin time. My supervisor Kailash P. Amatya, lecture
of Shanker Dev Campus had assisted me throughout the completion of this
thesis and therefore | am very much indebted with his contributions. His
assistance for this research work has been preferred to be very prudent and |
would like to thank from the core of my heart. There have been considerable
helping hands from many others personalities of the campus. In this regard, |
would like to thank campus Chief Prof. Dr. Kamal Deep Dhakal for having

assisted to provide necessary suggestions during my research work.

| am thankful to the librarians of the SDC will aways be remembered for their
assistance to provide me necessary documents relevant to my thesis. The
websites relating to NESPE, related Banks, Ministry of Finance and concern
banks has also been very fruitful to complete my study. So, | am also thankful
to Nepal Stock Exchange. My family members and my friend have aways

been kind to all my inquiries to complete my worksin time.

| am thankful to Mr. Siddhartha Gautam and Manoj G.C for providing me
computer and necessary equipments to make this look productive and
comprehensive. Finally, | am indebted to all the associates who had contributed
to make this thesis completed.

Junu G.C.



TABLE OF CONTENTS
Recommendation

VivaVoce Sheet
Declaration
Acknowledgement
Table of Contents
List of Tables

List of Figures
Abbreviations

CHAPTER - | INTRODUCTION
1.1 Genera Background

1.2 A Brief Profile of the Sampled Commercia Banks
1.2.1 Standard Chartered Bank Nepal Limited
1.2.2 Himalayan Bank Limited
1.2.3 Everest Bank Limited
1.2.4 NABIL Bank Limited
1.3 Statement of Problems
1.4 Objectives of the Study
1.5 Significance of the Study
1.6 Limitation of the Study
1.7 Organization of the Study

CHAPTER-II  REVIEW OF LITERATURE
2.1 Conceptual Framework
2.2 Conceptual Review

2.2.1 Stock

2.2.2 Security Market

2.2.3 Financia Intermediaries

2.2.4 Market Price of Shares

Page No.

© 0o oo U b~ b~ P

12
13
14

15
15
15
16
19
19



2.2.5 Buying and Selling of Stock
2.2.6 Market Size
2.2.7 Market Liquidity
2.2.8 Common Stock
2.2.9 Stock Certificates
2.2.10 Earning Per Share (EPS)
2.2.11 Retained Earnings
2.2.12 Dividend Per Share (DPS)
2.2.13 Net Worth Per Share (NWPS)/ Book Value Per Share
2.2.14 Market Price per Share (MPS)
2.2.15 Stock Vauation
2.2.16 Capital Assets Pricing Model
2.2.17 The General Awareness of Risk
2.3 Theories of Stock Price Movement
2.3.1 Technical Analysis Theory
2.3.2 Fundamental Analysis Theory
2.3.3 Efficient Market Theory
2.3.4 The Random Walk Theory
2.4 Review of Journals and Articles

2.5 Review of Thesis

CHAPTER-W RESEARCH METHODOLOGY
3.1 Introduction
3.2 Research Design
3.3 Nature and Source of Data
3.4 Population and Sample
3.5 Method of Data Analysis

3.5.1 Financia Tools

3.5.1.1 Ratio Analysis
3.5.2 Statistical Tools

3.5.2.1 Karl Pearson’s Coefficient of Correlation

19
20
20
20
21
21
22
22
23
23
24
25
26
29
30
30
32
33
35
40

48
48
49
49
49
50
50
Y
sl



3.5.2.2 Coefficient of Determination
3.5.2.3 The Expected Rate of Return
3.5.2.4 Holding Period Return
3.5.2.5 Risk of Common Stock
3.5.2.6 Standard Deviation

3.5.2.7 Coefficients of Variation
3.5.2.8 Return on Market

3.5.2.9 Risk of Market Return
3.5.2.10 Covariance

3.5.2.11 Beta Coefficient

CHAPTER -1V PRESENTATION AND ANALYSISOF DATA
4.1 Data Presentation and Analysis
4.2 Mgjor financial Indicators of Sample Commercial Banks

4.2.1 Mgor Indicator of NABIL Bank (NABIL)

4.2.2 Mgor indicator of Himalayan Bank Limited (HBL)

4.2.3 Mgor Indicator of Everest Bank Limited (EBL)

4.2.4 Mgor Indicator of Standard Chartered Bank Nepal Limited
4.3 Presentation of the five year trend of MPS of Sampled Banks
4.4 Correlation Analysis

4.4.1 Correlation between EPS, DPS and BV PS of MPS of NABIL

4.4.1.1 Correlation between EPS and MPS
4.4.1.2 Correlation between DPS and MPS
4.4.1.3 Correlation between BVPS and MPS

4.4.2 Correlation between EPS, DPS and BV PS of MPS of HBL

4.4.2.1 Correlation between EPS and MPS
4.4.2.2 Correlation between DPS and MPS
4.4.2.3 Correlation between BVPS and MPS

4.4.3 Correlation between EPS, DPS and BVPS of MPS of EBL

4.4.3.1 Correlation between EPS and MPS
4.4.3.2 Correlation between DPS and MPS

o1
52
52
53
53
53

g gL

56
56
56
58
59
60

62
63
63

65
66
66
67
68
69
69
70



4.4.3.3 Correlation between BV PS and MPS 71

4.4.4 Correlation between EPS, DPS and BV PS of MPS of SCBNL 72
4.4.4.1 Correlation between EPS and MPS 72
4.4.4.2 Correlation between DPS and MPS 73
4.4.4.3 Correlation between BVPS and MPS 74

4.5 Regression Equation of MPS(Y) on EPS, DPS and BV PS of
Commercia Banks 75

4.5.1 Regression Equation of MPS(Y) on BVPS 76

4.5.2 Regression Equation of MPS on EPS 80

4.5.3 Regression Lines of MPS on DPS 84

4.6 Risk and Return Analysis 88

4.6.1 Standard Deviation 88

4.6.2 Coefficient of Variation 89

4.6.3 Beta Coefficient 89

4.6.4 Price Analysis 91

4.7 Mgjor Finding of the Study 91

CHAPTER -V SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary 98
5.2 Conclusion 99
5.3 Recommendation 100
Bibliography

Appendices



LIST OF TABLES

Table No. Title

11
12
1.3
14
4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4.10
411
4.12
4.13
4.14
4.15
4.16
4.17
4.18
4.19
4.20
4.21
4.22
4.23

Details of Ownership Capital

Details of Ownership Capital

Details of Ownership Capital

Details of Ownership Capital

Major Indicator of NABIL Bank

Magjor indicator of Himalayan Bank Limited

Major Indicator of Everest Bank Limited

Major Indicator of Standard Chartered Bank Nepal Limited
Presentation of the five year trend of MPS of Sampled Banks
Correlation between EPS and MPS

Correlation between DPS and MPS

Correlation between BVPS and MP

Correlation between EPS and MPS

Correlation between DPS and MPS

Correlation between BVPS and MPS

Correlation between EPS and MPS

Correlation between DPS and MPS

Correlation between BVPS and MPS

Correlation between EPS and MPS

Correlation between DPS and MPS

Correlation between BVPS and MPS

Regression Equation of MPS(Y) on BVPS of NABIL
Regression Equation of MPS(Y) on BVPS of HBL
Regression Equation of MPS(Y) on BVPS of EBL
Regression Equation of MPS(Y) on BV PS of SCBNL
Regression Equation of MPS on EPS of NABIL
Regression Equation of MPS on EPS of HBL

Page No.

56
58
59
60
61
63

65
66
67
68
69
70
71
72
73
74
76
77
78
79
80
81



4.24
4.25
4.26
4.27
4.28
4.29
4.30
431
4.32
4.33

Regression Equation of MPS on EPS of EBL
Regression Equation of MPS on EPS of SCBNL
Regression Equation of MPS on EPS of NABIL
Regression Equation of MPS on EPS of HBL
Regression Equation of MPS on EPS of EBL
Regression Equation of MPS on EPS of SCBNL
Standard Deviation of Sampled Commercial Banks
Coefficient of variation of Sample Commercial Banks
Beta coefficient of Sampled Commercial Banks
Valuation of Stocks of Sampled Commercial Banks

82
83

85
86
87
88
89
90
91



LIST OF FIGURES

Figure No. Title

2.1 The Capital AssetsPricing Model or SML

4.1 Mgor Indicator of NABIL Bank

4.2  Magor Indicator of Himalayan Bank Limited

4.3 Magor Indicator of Everest Bank Limited

4.4  Magor Indicator of Standard Chartered Bank Nepal Limited
45  Presentation of the five year trend of MPS of Sampled Banks

Page No.
26
57
58
59
60
61



ABBREVIATIONS

B : Beta Coefficient

ABBS : Any Branch Banking Service
ATM : Automated Teller Machine
CAPM : Capital Assets Pricing Model
CEO : Chief Executive Officer

CML : Capital Market Line

CPI : Consumer Index price

Ccv : Coefficient of Variance

DJA : Dow Jones Industrial Average
DJTA : Dow Jones Transportation Average
DPR : Dividend Payout Ratio

DPS : Dividend per Share

EBL : Everest Bank Limited

EPS : Earning Per Share

GDP : Gross Domestic Productions
HBL : Himalayan Bank Limited
HPR : Holding Period Return

MPS : Market Price per Share
NABIL : Nepal Arab Bank Limited
NEPSE : Nepal Stock Exchange

NPV : Net Present Value

NRB : Nepal Rastra Bank

NWPS : Net Worth per Share

PNB : Punjab National Bank

ROE : Return on Equity

SD : Standard Deviation

SCBNL : Standard Chartered Bank Nepal Limited
SCT : Smart Choice Technology
SEBON : Security Board of Nepal

SML : Security Market Line



