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INTRODUCTION

Background of the Study

The proper mobilization and utilization of domesgsources is one of the key
factors in the economic development of a countiwil&rly, integrated and
speedy development of the country is only possiblen competitive and
reliable banking services are reached and operateelvery corner of the
country. It has been well established that the esoa activities of any country
can hardly be carried without the assistance anppati of financial
institutions. Financial institutions have catalytode in the process of economic
development. The investment policy of financialtii$ions, especially banks
has long term impact not only on their growth aanstainability but also on the
economic development of the country. Successfuhiédation and effective
implementation of investment policy is the primguisite for the successful
performance of banks and other financial instingioGood investment policy

has a positive impact on economic developmentettuntry and vice- versa.

Generally the organization that transacts moneygailled bank. Bank and
banking has always played a significant role far fimancial activities in the
business. So bank is the major need for variougldpments. Bank collects
fund as a saving from the community and invest th@m most desirable and
highly yielding sector as a full to a process obreamic development. It
develops saving habits of people. “The importaricée banking as the nerve
center of economic development can not be over asipéd and it is said that
bank which are the need of and great wealth of rgimrave get to be kept very
scared. Just as water for irrigation, good banksfar the country’s industry
and trade.” (Bhandari, 2003:119)

Bank assists both the flow of goods and servicemfthe products to the
consumers and the financial activities of the gowent. Banking provides the

country with a monetary system of making paymeidtigran important part of



financial system, which makes loans to maintain ammtease the level of

consumption and production in the economy.

Bank is resource for economic development that tasis economic
confidence of various segments and expands cregieople. Bank means “A
financial establishment for the deposit, loans excfe or issue of money and
for the transmission of funds.” (Bhandari, 2003112

The bank draws surplus money from the public, waionot use the money at
the time and lends to those who give attentionst® for productive purposes.
Bank lends the loan to the customers; gain inteaaesiunt, the bank draw the
money from institution or individual or people p#lye interest amount by
certain interest rate. Banking institutions collscattered financial resources
from the mass and invest them among those who sseciated with the

economic, commercial, and social activities of¢bantry.

A new organized financial institution companiesmeoercial banks and other
financial intermediaries play an important role ftre development of a

country.
I ntroduction of Commer cial Bank

Commercial bank is a financial institution whichrisfers monetary sources to
users. In the process of such intermediation, camiaiebank deploys funds
raised from different sources into different asseith a prime objective of
profit generation an administrative assistance.ofading to Commercial Bank
Act 2031, “Commercial banks are those banks whreheatablished under this
act to perform commercial function.” The commerdahks pool together the
savings of the community and arrange for their potigde uses. They supply

financial needs of modern business.

These banks are established to improve peopleisoeaic welfare and facility,
to provide loan to the agriculture, industry andnooerce and to offer banking

services to the people and the country. It providdsrnal resources for



developing countries economy. It collects diveeslficapital from different

parts of country through its own branches.

Commercial bank is a corporation which accepts dehdeposits subject to
check and makes short-term loans to business eis&espregardless of the

scope of its other services.

The main purpose of establishing RBB was to coutelio the development of
banking system, particularly in the remote andyhitgions, providing more

banking facilities to the public.
Profile of the Concer ned Banks

As there has been number of commercial banks estadl the research has
been taken into consideration of EBL, NIBL and HBTLherefore, short

glimpse of these commercial banks are given as:

* Himalayan Bank Limited

Himalayan Bank was established in 1993 in jointtus: with Habib Bank
Limited of Pakistan. Despite the cut-throat contpmii in the Nepalese
Banking sector, Himalayan Bank has been able tontamai a lead in the

primary banking activities- Loans and Deposits.

Legacy of Himalayan lives on in an institution tedénown throughout Nepal
for its innovative approaches to merchandising emstomer service. Products
such as Premium Savings Account, HBL ProprietarydCand Millionaire
Deposit Scheme besides services such as ATMs aledb@eking were first
introduced by HBL. Other financial institutions the country have been
following our lead by introducing similar producad services. Therefore, we
stand for the innovations that we bring about irs tbountry to help our
Customers besides modernizing the banking sect@th e highest deposit
base and loan portfolio amongst private sector $amd extending guarantees
to correspondent banks covering exposure of ottal banks under our credit

standing with foreign correspondent banks, we lelwe obviously lead the



banking sector of Nepal. The most recent ratinglBL by Bankers’ Almanac

as country’s number 1 Bank easily confirms ourralai

All Branches of HBL are integrated into Globus (eleyed by Temenos), the
single Banking software where the Bank has madetanbal investments.
This has helped the Bank provide services like ‘Bmngnch Banking Facility’,
Internet Banking and SMS Banking. Living up to teepectations and
aspirations of the Customers and other stakeholafelbging innovative, HBL
very recently introduced several new products aedvises. Millionaire
Deposit Scheme, Small Business Enterprises Loap;p&d Visa Card,
International Travel Quota Credit Card, Consumeakce through Credit Card
and online TOEFL, SAT, IELTS, etc. fee payment ligciare some of the
products and services. HBL also has a dedicateslt@ffDisaster Recovery
Management System’. Looking at the number of Neggalgorkers abroad and
their need for formal money transfer channel; HBds ldeveloped exclusive
and proprietary online money transfer software HiRamit by deputing our
own staff with technical tie-ups with local exchanigouses and banks, in the
Middle East and Gulf region, HBL is the biggest aral remittance handling
Bank in Nepal. All this only reflects that HBL has outside-in rather than

inside-out approach where Customers’ needs andsvetamd first.

The bank provides various facilities such as:
= Tele- Banking
= 24 hours banking
= Credit card facilities
=  Automatic Teller Machine (ATM)
= Visa card
= L.C. service
= Safe deposit locker
= Himalayan SMS(Short Message Service)

» Foreign currency transaction etc.



The ownership of HBL is composed as:

Per centage of Owner ship Pattern of HBL

Subscription % Holding
Promoter Share Holders 51%
Habib Bank Ltd., Pakistan 20%
Financial Institution (Employees Provident Fund) %4
Nepalese Public share holder 15%
Total 100%

Source: Annual Report of HBL
The present capital structure of HBL is shown below

Authorized Capital Structure of HBL

Share Structure Amount (Rs.)
Authorized Capital 1,000,000,000
Issued Capital 650,000,000

Paid- Up Capital(5,362,500 equity shares of NRS 536,250,000
100.00 each, fully paid)
Source: www.hbl.com.np

e Everest Bank Limited

Everest Bank Ltd. was registered under the Compaoty 1964 in 18

November 1993 (2049/09/03) and started bankings&retion in 18 October

1994 (2051/07/01). The promoter of the bank decidegbin hands with an
Indian bank and entered into joint venture agregnmedanuary 1997 AD with
Punjab National Bank (PNB), which is one of thedieag commercial bank of
India, having over 100 years of successful bankixgerience and known for
its strong system and procedure. A team of pradesss deputed by PNB
under this arrangement. Now, the bank 14 branctetsding main branch (i.e.

head office) in Nepal.

On equity holding PNB has 20% equity participationts total shareholding
and also has undertaken management responsibildgrua technical service

agreement and other balance is maintain by Nepadistor. Nepalese promoter



holding 50% and rest 30% held by General Publi@ ifain purpose of EBL is
to extend professional banking services to vargreors of the society in the
kingdom of Nepal and thereby contributing in thereamic development of

the country. It provides following facilities andrsices to their customers:

=  Cumulative Deposit Scheme
= Unfix Fixed Deposit
= Remittance
= ATM Facilities
= FC Deposit/ Lending
= Facilities of NRN
= Required Deposit Plan
= Telegraphy transfer (T.T)
= Letter of Credit
= Drawing Arrangement
= SWIFT Transfer
= Foreign Exchange
= International Trade and Bank Guarantees
= Merchant Banking
The ownership of EBL is composed as:

Per centage of Owner ship Pattern of EBL

Subscription % Holding
Promoter Share Holders 50%
Punjab National Bank 20%
General Public 30%
Total 100%

Source: Annual Report of EBL
The authorized capital of the bank has been Rs.r2dlidbn, issued Rs. 120
million and paid capital Rs.117.5645 million in theginning of 2051/052. The

present capital structure of EBL is shown below:



Authorized Capital Structure of EBL

Share Structure Amount (Rs.)
Authorized Capital 75,00,00,000
Issued Capital 46,68,00,000
Paid- Up Capital 45,50,00,000

Source: www.ebl.com.np

* Nepal Investment Bank Limited

Nepal Investment Bank Ltd (NIBL), previously Nepatiosuez Bank Ltd. was
established as a third joint venture bank betweepaise and French partners
in 21 January 1986 under the Company Act 1964. The Breactner (hold
capital of NIBL) was credit Agricole Indosuez, absidiary of one of the
largest banking world, 50% of the shares of Nepdbsuez Bank Ltd. held by
credit Agricole. Indosuez was sold to the Nepafgsenoters on April 25, 2002
as per the transaction report of NEPSE. After thesiment of shares by
Nepalese owners, the name of the company was cthdogéepal Investment
Bank Limited its 18 Annual General Meeting (AGM) held on May 31, 2002.

Out of total equity shares of NIBL, 15% shares hoyda group of company,
50% shares by commercial banks, another 15% bwdinhinstitutions and
remaining 20% hold by general public. It providedldwing facilities and

services to their customers:

= Remittance
» Export Credit
= Tele Banking
= ATM with any Branch Banking
» Vehicle Loan
= E-Banking Service
= Locker Facilities
= Any Branch Banking
= Ezee Saving Scheme
= 365 Days Banking
The ownership of NIBL is composed as:



Per centage of Owner ship Pattern of NIBL

Subscription % Holding
Group of companies 15%
Commercial banks 50%
Financial Institutions 15%
General Public 20%
Total 100%

Source: Annual Report of NIBL
The present capital structure of NIBL is preseriteldw:

Authorized Capital Structureof NIBL

Share Structure Amount (Rs.)
Authorized Capital 59,00,00,000
Issued Capital 29,52,93,000
Paid- Up Capital 29,52,93,000

Source: www.nibl.com.np
Statement of the Problems

After introducing the liberalization policy of trgovernment, many banks and
institutions are established rapidly. These daysiynmaommercial banks,
developments bank and financial institutions arerapng their work to assist
in the process of economic development in the cgurdue to the high
competition between the financial institutions ttedlected huge amount from
public is comparatively lower than fund mobilizatiand investment practice
of collected funds. Therefore, it raised the proideof investment and proper
mobilization of collected funds. Strong fund makdiion activities play a vital
role in utilization of collected funds and overd#velopment of the economy

of the nation.

If the funds are wrongly invested without thinkiagy financial risk, business
risk and other related facts, the bank cannot olgeofitable return as well as it
should sometimes lose its principle. Fund mobilagpolicy may differ from

one joint venture banks to another but there isopomum utilization of



shareholders fund to have greater return in ank.bidepal Rastra Bank has
also played significant role to make commercial bambilize their fund in
good sector. For this purpose, NRB imposed mamsrahd regulation so that
commercial bank can have sufficient liquidity aedwity. Though most of the
joint-venture banks have been successful to eantfit from fund mobilization,
none of them seem to be capable to invest theireefund in more profitable
sectors.

To meet the requirement of NRB, joint venture bamksst have 6% deposits of
total current account and fixed deposit accountooél currency with NRB.
They should have 3% minimum cash balance in thein @ault of total
currency of all types of accounts. Except this,ythave fund from current,
saving and fixed deposits borrowing, from other Ksancash margin for
different purpose, amount of bills payable andineté earning, reserves share

capital and other liabilities.

Commercial banks are reported to be criticized hystamer due to
implementation of wrong investment policies. They said to be investing less
risky and highly liquid sector, they keep high idjyposition and flow less
funds in productive sectors, so these types oftfongrove less investment
opportunity of the fund. Sometimes they seem tadaely to invest the idle
fund even in those investment, which have lowek @&d comparatively
greater profit the another problem is diversifioatiof investment. The bank
cannot achieve profitable return from their researas well as they sometimes

may lose their principle resulting in decreasingafional economy.

Fund mobilization is the most important factor fréime shareholder and banks
management point of view. This study is a compeeatstudy on fund
mobilization of Himalayan Bank Ltd, Everest Banldland Nepal Investment
Bank Ltd.
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Objectives of the Study
The main objectives related to this study are prieskebelow:

I To examine comparative evaluation on operatinganfamal and

investment efficiency of concern banks.

ii.  To examine the relationship between deposits, ot@stment, loan and
advance and net profits of HBL, EBL and NIBL.

iii.  To evaluate the growth and risk ratio of concennkisa

Ilv. To analyze the sources and uses of funds and aalysash flow of

concern banks.
Resear ch Questions

The problems related to fund mobilization proceduéthe concern banks of

Nepal have been presented briefly as under:

I What are the operating, financial and investmeffitieficy ratios of

concern banks?
ii.  Are they maintaining sufficient liquidity position?
iii.  What is the relationship between deposit and tdpltal raised, deposit
with total investment and loan and advances witél teposits?
iv.  What if the growth of risk & return of the concdranks?
v. Do the concern banks successful to utilize theailable fund?
Significance of the Study

Fund mobilization activities of commercial banksafty effects the growth
and earning of banks. Effective, stable, appropriahd mobilizing policy may
cause the earning of sufficient return to the bamkest of the commercial
banks have been successful to earn profit fromce¥ke fund mobilization.

Fund mobilizing policy may differ from one banks @aother but there is no

optimum utilization of shareholders fund to hav#isient return in any bank.
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Optimum utilization of fund makes better impacttba economy of the nation.

Fund mobilization activities must consider custommational and government

as well as its shareholders interest. Significaofdbe fund mobilization can be

written as the following manner:

The depositor’s general public can make decisiahefmosit their money

in the bank after analyzing the fund mobilizatidnaint ventures.

By the help of this study, general public can krtbe funds mobilizing

activities of banks.

It is also beneficial for the government while fafating policies and

rules regarding joint venture bank.

From the study of fund mobilizing policy about baskareholders and
companies would get information related to the fommbilizing scheme
of the bank and they may know how banks are mahgitheir fund and
resources. And it is fruitful to make investment simres of various

joint venture banks.

The study of fund mobilizing policy would provideformation to the
management of the bank that would be helpful te drective action

in the bank activities.

Effective fund mobilization activities are the caus increase earnings
of the banks.

This study will serve to be a guide to the managenwd banks,
financial institutions, related parties, sharehmdegeneral public

(customer, depositors and creditors).

Limitation of the Study

For the completion of the study, some facts ateetoonsidered as limitation of

this research work:

» This study is based on secondary data and accdemnds upon

the data collected and provided by the organization
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= The whole study is based on the data of 7 yeais@é€re. from
F.Y. 2004/05 to 2010/11).

» This study has been only of three commercial bagsksample i.e.
HBL, EBL and NIBL.

= Non availability of the various references of s@srcacts as

constraints for the study.

= Only the fund mobilization aspects are analyzed.he®t
performance of the organizations is fully neglectedhile

providing suggestions.

Organization of the Study

The study organized in the following chapters idesrto make the study easy
to understand.

Thefirst chapter is an introductory chapter which contains backgbaof the
study, introduction of commercial banks, focus loé study, statement of the
problems, objectives of the study, limitation o€ tktudy and organization of
the study.

The second chapter is concerned with review of literature. This consa
conceptual framework, review of legislative prowisi review of research
paper and published and unpublished master’s tbégisJ.

The third chapter is the most important part of the study. It dealth the
research methodology, which is applied to colleetdata and analyze them in
this study. It contains introduction, research giessources of data, population
and sample, financial analysis and statisticalyansl

The fourth chapter is analyzing chapter, which deals with presentaadod
analysis of relevant data through definite coutdagsearch methodology with
financial and statistical analysis related to et and fund mobilization of
HBL, EBL and NIBL. Major findings of the study haleen presented at the
end of this chapter.

The fifth chapter is the last part of the study, which provides sanmand

conclusion, suggestions and recommendations forrawpg the future
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performance of the sample banks. Finally, an extensbibliography and

appendices are also presented at the end of this therk.
Research Gap

The review of above relevant literature has cooted to enhance the
fundamental understanding and knowledge, whicle@giired to make study
meaningful and purposive. There have been lotstmies published related to
financial performance, investment policy and loaaed advances of
commercial banks. There are various researchesuctedtli on financial
performance, investment policy, financial analysmnetary policy & deposit
mobilization of commercial banks, impact and impémtation of NRB
guideline in commercial banks but it has been fotrad no such research has
been made in the fund mobilization of Nepalese censral banks with using
latest data. So, this study can make further rekean fund mobilization and
their performances. Hence, the research had atbehtptfill this research gap
by taking reference to Himalayan Bank Ltd., EverBahk Ltd. and Nepal
Industrial Bank Ltd.

Major Findings of the Study

Basically in this research work, all the data hasrbobtained from secondary

sources. Data has been analyzed by using finaasialell as statistical tools.

This topic focuses on the major findings of thedgtuvhich are derived from

the analysis of fund mobilization of HBL, EBL andB\L with comparatively

applying seven years data from 1998 to 2004.

The major findings of the study derived from thalgsis of financial tools of

HBL, EBL and NIBL are given below:

1. Findingsfrom Liquidity Ratios

I) The mean ratio of cash and bank balance to tofagites of NIBL is higher
than HBL and EBL and HBL has lowest mean ratiostlites that the
liquidity position of NIBL is better in this regard’he ratio of NIBL is less
consistent and HBL has more consistent ratio. tnehHBL has taken

more risk to meet the daily cash requirements.
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i) The mean ratio of cash and bank balance to cuasssts of NIBL is higher
than HBL and EBL and HBL has lowest mean ratigelteals that liquidity
position of NIBL is better than two banks. It alsalicates that NIBL has
the higher capacity to meet the cash demand afussomer deposit than
that of other commercial banks. The ratio of NIBLess consistent and
HBL has more consistent ratio.

iii) The average ratio of investment of government sgesiito current assets
of EBL is higher than that of HBL and NIBL. It reals that investment on
government securities of EBL is stronger than HBId &NIBL. Analysis
shows that investment on government securitiesBif l4 more consistent.

The above result shows that the liquidity posit@inNIBL is comparatively

better than HBL and EBL. NIBL has the highest casti bank balance to total

deposit and cash and bank balance to current ass®ds EBL has made
enough investment on government securities. At lasian be concluded that

NIBL has good deposit collection and higher ability meet the cash

requirements. NIBL has not invested any amountaary2000 and has less

consistent mean ratio.

2. Findings from Assets M anagement Ratios

i) The mean ratio of loan and advances to total depb&BL is greater than
HBL and NIBL. The variability ratio of EBL is loweahan that of other two
banks. It seems more consistent than HBL and NIBL.

i) The average ratio of total investment to total d&p@tio of HBL is higher
than that of EBL and NIBL. The variability ratio EBs lower than that of
other two banks. It seems more consistent than &gl NIBL.

iii) The average ratio of loan and advances to totakiwgrfund of EBL is
higher than HBL and NIBL. The variability ratio &BL is lower than that
of HBL and EBL. It is the indication of more cornsiscy of loan and
advances.

Iv) The average ratio of investment on government #gexsito total working
fund of EBL is higher than that of HBL and NIBL. Bthe variability ratio
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of NIBL is higher than HBL and EBL. It seems lesmsistent to make
investment on government securities.

v) The mean ratio of investment on shares and delsntor total working
fund of HBL is greater than EBL and NIBL. WhereNIBL has the lower
variability of the ratio. It shows the stable intrasnt on shares and
debentures.

From the above analysis it helps to conclude thBi Es comparatively

successful to invest in productive sector and haxbilimed its collected

deposits to provide loan and advances. It seermagsdr incase of investing
fund. Similarly, HBL has mobilized its collectedmissits in investment.

3. Findings from Profitability Ratios

I) The mean ratio of return on total working fund dBN is greater than HBL
and EBL. Where as the variability ratio of EBL ®»mMer than HBL and
NIBL. It indicates that the return on total workifghd of EBL is stable.

i) The mean ratio of return on loan and advances BLN$ higher than HBL
and EBL. The variability ratio of HBL is lower thaBBL and NIBL. It
seems HBL has stable return.

iii) The mean ratio of total interest paid to total wiogkfund of NIBL is lower
than HBL and EBL. It reveals that NIBL has not phigh interest as HBL
and EBL. The ratio of EBL is more consistent thiaat iof other two banks.

iv) In case of mean ratio of total interest earnedtal tworking fund of NIBL
is highest among three banks. The variability raficEBL is lower than
HBL and NIBL. It reveals that NIBL is mobilizing st working fund
successfully so that it has high earning capacity.

From the above analysis of profitability ratios,cdan be concluded that the

NIBL is profitable in comparison to other compaiehks.

4. Findings from Risk Ratios

1) In case of credit risk ratio, NIBL has the loweskrithan HBL and EBL The
variability ratio of EBL is lower than HBL and NIBUt indicates that the
credit risk ratio is consistent. But in case of HRhd EBL, they have

comparatively high credit risk ratios.
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i) The mean ratio of liquidity risk of HBL is lowerdah EBL and NIBL and in
case of NIBL it is higher than HBL and EBL. Deg@&erisk and variability
of risk is also lower in HBL in comparison to twarkks. It seems liquidity
risk ratio is consistent.

From the above analysis, HBL has maintained theetoliquidity risk and

NIBL has maintained lower credit risk. And lowequidity risk means higher

risk for higher profit.

5. Findings from Growth Ratios

i) The growth ratio of loan and advances of EBLinisincreasing trend
whereas HBL and NIBL has highly fluctuating tre@towth rate of EBL is
higher among three banks. Though HBL is providingrenfunds in loan
and advances it appears too weak in growth ratg pbview.

i) The growth rate of total investment of NIBL is highfluctuated (i.e.
145.83%) than that of HBL and EBL. Although HBL iisvesting more
funds but it seems weak in comparison to EBL andLNdecause of lowest
growth ratio. It shows that HBL had adopted a potw keep on increasing
its investment.

iii) The growth ratio of total deposits of HBL and EBteadncreasing every
year whereas growth rate of NIBL is in fluctuatimgnd. Out of three
banks growth rate of total deposits of EBL is geedhan HBL and NIBL.
It shows that EBL has increased its deposit caleatapacity.

Iv) The growth ratio of net profit of EBL is in incr@ag trend the during study
period. HBL and NIBL has fluctuating trend. EBL hié® highest growth
ratio of net profit among three banks.

From the above findings it can be observed thatBBe has maintained the

high growth ratio in total deposits, loan and acemnand net profit but it has

moderate position in investment. The growth ratéotdl investment of NIBL
is better than HBL and EBL.
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6. Findings from Analysis of Sourcesand Uses of Funds

)

ii)

Vi)

vii)

HBL and EBL have been remained very successfuase of mobilizing
deposits during the study period. Whereas NIBL dépocondition is
lower in comparison to two banks. HBL and EBL apesidered as a high
liquidity sensitive bank.

Capital base of NIBL has been found significantigher than EBL and
HBL. It can be said that NIBL has been able to gateehigh volume of
profit from operation than that of other two bank8L is moderate in the
same parameter.

In case of borrowings of funds from different sagcNIBL frequently
depends upon borrowings to discharge its obligafldms is an indication
that the internal fund management of NIBL is natiséactory towards
meeting liquidity needs. Whereas HBL has been bomgp low
proportion in comparison to EBL and NIBL. EBL is devate in case of
borrowings.

HBL has maintained high liquid funds than EBL andBN EBL has low
liquid funds among three banks. Considering ligwyidit is good for
holding necessary liquid in the banks but holdiegessary liquid funds is
not favorable for income generation.

EBL and HBL, both banks seem to have almost eguaportion of
allocation of funds under other assets. WhereasLNdBocates more
proportion of funds to other assets. High allocaid such assets leads a
bank to a less liquid position and vice-versa.

Among three banks NIBL is successful to generatedsufrom other
sources.

EBL has been successful to make investment in réifte sectors in
comparison to three banks. NIBL makes low investmanong three

banks.

vii) EBL provides more funds as a loan and advaribeas HBL and NIBL.

HBL mobilizes low amount in loan and advances antbnge banks.
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viii) HBL is comparatively able to realize interest adhatls maintained low

proportion of interest receivable in relation tatatoavailable funds.
Whereas NIBL and EBL are not able to realize irgereceivable because

of high proportion of interest receivable.

7. Findings from Cash Flow Analysis

)

Findings from Operating Activities

Overall operating activities of HBL, EBL and NIBhave been occurred
cash inflows throughout the study period. Operaéfigiency of EBL is in
increasing trend during the study period.

Findings from I nvesting Activities

The investing activities of three banks have deskrcash outflows
throughout the study period. HBL and EBL has flatitug trend whereas
NIBL has highly fluctuating trend of investing adties. By the help of
investing activities, these three banks are ablaedeased long term assets

as well as carry out profitable opportunity.

111) Findings from Financing Activities

It shows that cash acquisition capacity of HBLni®re than other two
banks. During the year 2002 NIBL is unable to @eedsh inflow from
financing activities. The condition may arise deetlie unavailability of
cash flow from share, insufficient profit, divideméyment. Due to these

cause NIBL invested less amount which all arisenfaperating activities.

8. Findings from Coefficient of Correlation Analysis

)

Correlation coefficient between deposit and totalestment of NIBL is

higher than other compared banks. It indicates W& is successfully

mobilizing its deposits as investment. There isnifigant relationship

between correlation coefficient of deposit andltotaestment of HBL and

NIBL

EBL has the highest degree of correlation coefficizetween deposit and
loan and advances than other two banks. It statdsttie EBL is in better

position of mobilization of deposit as loan and @uses in comparison to
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HBL and NIBL. There is significant relationship teten correlation
coefficient of deposit and loan and advances of HBRL and NIBL

9. Findingsfrom Test of Hypothesis

i) There is no significant difference between meaiosaif total investment to
total deposit of HBL and EBL.

i) There is significant difference between mean ratiol®an and advances to
total deposit of HBL and NIBL.

i) There is significant difference between mean ratiol®an and advances to
total deposit of EBL and NIBL.

Iv) There is significant difference between mean ratiol®an and advances to
total deposit of HBL and EBL.

v) There is no significant difference between meaiosaif total investment to
total deposit of HBL and NIBL

vi) There is no significant difference between mealosaif total investment to
total deposit of EBL and NIBL.

Summary

Basically the entire research work focuses on thraparative study on fund

mobilization of three joint venture banks; HimalayBank Ltd., Everest Bank

Ltd. and Nepal Investment Bank Ltd. These threatjoienture banks are

composed as per their fund mobilization activitigstaking seven years data

from the year 2004/05 to 2010/11.

The study is mainly based on secondary sources.datih are taken from

concerned banks annual report, literature pubboatbalance sheet, profit and

loss account, previous thesis report, different siteb related books and

booklets, journals and articles. After collectidgta from different sources, it

is analyzed by using financial and statistical sodFindings are drawn by

applying various financial tools viz. liquidity raf assets management ratio,

profitability ratio, growth ratio, risk ratio, soces and uses of funds and cash

flow analysis. Similarly, statistical tools haveebpeused viz. mean, standard

deviation, coefficient of variation, coefficient @brrelation and least square

trend.
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In an attempt to fulfill the objectives of the raseh work, all secondary data
are compiled, processed and tabulated as per mgcasd figures, diagrams,
different types of chart are also used.

This study suffers from different limitations; ibmsiders three banks only and
time and resource are the constraints of the sflidgrefore the study may not
be generalized in all cases and accuracy deperas the data collected and
provided by the organization.

Conclusion

The above-mentioned major findings led this studfotlowing conclusions.
From the analysis of liquidity ratio, the liquiditposition of NIBL is
comparatively better than HBL and EBL. NIBL has ttighest cash and bank
balance to total deposit and cash and bank balemerirrent assets ratio.
Liquidity position of HBL is comparatively lower &m NIBL and EBL. EBL
has made enough investment on government secubliB& has invested less
part of current assets in government securities.

Considering asset management aspect of three bd&ts, is relatively
successful to invest in productive sector and haxbilimed its collected
deposits to provide loan and advances for the mermd earning profit. HBL
has weak condition in mobilizing its collected dsi® and total working fund
in loan and advances. NIBL is weak in investing dtdlected deposits in
comparison to HBL and EBL. In comparison to HBL adlBL, EBL seems
more successful in mobilizing total fund on diffiereypes of government
securities to maximize its earning capacity. NIBashnot invested its fund
efficiently towards productive activities. HBL hasccessfully invested more
working funds in debentures and shares of othermpemy whereas NIBL is in
weak position to make investment on shares andntietsss.

The liquidity risk ratio of NIBL is higher than thaf HBL and EBL which
appears to be less profitable return of NIBL. Oa tther hand liquidity risk
ratio of HBL has the lowest among three banks wisiécified that HBL has
kept idle funds in the form of cash and bank badamet this reduces

profitability. NIBL has the lowest credit risk ratamong three banks. Credit
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risk involved in loan and advances and total invesit of EBL is more than
HBL and NIBL. It may arise due to default risk @mrepayment of loan.

NIBL appears to be more successful to earn prafitoan and advances than
HBL and EBL. Profit earning capacity of EBL is cafeyed too weak. The
average ratio of return on total working fund irat&s that working fund of
NIBL is well managed and efficiently utilized. Altetively total asset of HBL
has not well managed. EBL was not able to receigh mterest on its total
working fund in comparison with HBL and NIBL. Onettother hand, NIBL
has mobilized its working fund properly and itsreag capacity is also high.
NIBL is in better position from the viewpoint ofterest expenses. It seems to
be successful to collect its working fund from lesgpensive sources in
comparison to HBL and EBL whereas EBL is in weakipon.

Growth ratio of total deposits, total investmend aet profit of NIBL seem too
weak in comparison to HBL and EBL. HBL has low gtbwatio of loan and
advances in comparison to EBL and NIBL. EBL hasmaaned high growth
ratios in total deposit, loan and advances andpngfit but it has moderate
position in investment. Therefore, we must say thatbank is successful to
increasing its sources of funds and its mobilizatio

Deposit is the strongest sources of fund whereasowmngs cover fewer
portions of sources of fund. NIBL has kept feweroamts in deposits in
comparison to other two banks. Among the uses ndd$uloan and advances
covers maximum portion and interest accrued coless portion. HBL has
invested fewer amounts into loan and advances mpeoison to EBL and
NIBL.

The operating activities of HBL, EBL and NIBL havween occurred cash
inflows throughout the study period. Operating @éincy of EBL is in
increasing trend during the study period. The itimgsactivities of three banks
have deserved cash outflows throughout the studiogeBy the help of
investing activities, these three banks are abled¢oease long term assets as
well as carry out profitable opportunity. It shotiiat cash acquisition capacity
of HBL is more than other two banks. During thery2@05, NIBL is unable to
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generate cash inflow from financing activities. Tdwndition may arise due to
the unavailability of cash flow from share, insai@int profit, dividend
payment.

Correlation coefficient between deposit and tataestment of HBL, EBL and
NIBL elucidates the positive relationship or theésehigh degree of positive
correlation. Most of the investment decision ofsen¢hree banks depends upon
deposits and only few decisions are depend upaar otriables.

Correlation coefficient between deposits and load advances indicates the
positive relationship between the variables of HEBL and NIBL. In most of
the cases it has been found that investment decipends upon the deposits
and only few decisions depend upon other variabBas.considering the
probable error, the value of coefficient of detaration of all banks is greater
than that of 6 P.E. so it can be concluded that wakie of correlation
coefficient is significant i.e. there is signifidarelationship between total
deposits and loan and advances.

In case of testing of hypothesis we can concludg there is significant
difference between mean ratio of loan and advatwéstal deposits of HBL,
EBL and NIBL. Alternatively there is no significadtfference between mean

ratio of total investment to total deposit of HEEBL and NIBL.

Recommendations

On the basis of analysis, findings, following recoemdations are made. The
banks can make use of these recommendations teamuertheir weakness,
inefficiency and improve their present fund molation and their overall

investment policy.

» To maintain effective liquidity position

The liquidity position of a bank may be affectedibiernal as well as external
factors. The affecting factors may be interestsatepply and demand position
of loan and advances as well as savings, investsitrgtions, central banks
directives, the lending policies, capability of rmgement, strategic planning

and funds flow situations.
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» Toincrease deposit collection

The main source of commercial banks is collectiegasit from public who
don’t need that fund recently. So, it is recommehtiecollect more amounts
as deposits through large variety of deposits selseand facilities.

» To make moreinvestment in government securities

From the study, it has been revealed that NIBLr@snvested more funds in
government securities than that of HBL and EBL. NIBas made lower
investment amount on government securities. So, LNIB strongly
recommended to give more importance to invest nionels in government
securities instead of keeping them idle with thisverb “something is better
than nothing”

» To make moreinvestment on share and debentures

To get success in a competitive market and to ramcial and economic
development of the country a commercial bank muebihze its fund in
different sectors. Thus these companies may geicelsato rise and that help to
development of the country. Out of total workinghdi) investment on shares
and debentures of NIBL is lower than other comnadrdianks. NIBL is
suggested to invest more of its fund in share aedendtures of different
companies.

» Tomakeprofitablereturn

As a private sector, commercial banks can not kkejp eyes closed from the
profit motive. They should be careful in increasprgfit motive. They should
be careful in increasing profit in a real sensanaintain the confidence of
shareholders, depositors and all its customers. '$iBtofitability position is
worst than that of other two banks. So, HBL is sty recommended to utilize
risky assets and shareholders fund to gain higiresit margin.

» To prefer aggressive-defensive policy

Observing the findings of growth analysis and trehdjrowth, it has noticed
that EBL has been adopting an aggressive polieyl ithe parameters including
loan and advances. As the economy has not beent@ldkow the survival

growth, the aggressive policy may prove to be halrnnf future. EBL should
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rather prefer an aggressive-defensive policy in iizotg the resources into
loans.

» Toinvest depriveand priority sector

The study has been found that NIBL has earned pigliit because their
services are only for profitable sector. It revahbst it has not granted loan on
priority and deprives sector. So NIBL is recommehttethoroughly follow the
directives issued by NRB and invest in priority adeprive sector and also to
invest on other small-scale industries like, pubhéties, health, sanitation and
drinking water, education and agricultural etc.

» Liberal lending policy and sound credit collection policy

To get success in competitive banking market, corammebank must utilize
their deposit as loan and advances. Loan and adsare the main source of
income and also means of utilization resources omroercial banks.
Negligence in administrating these assets coulthbecause of liquidity crisis
in bank and one of the main reasons of the bahkréaiCollection of loan has
been most challenging task of commercial bankstkdays, increasing on non-
performing assets discloses the failure of commkroanks in recovery of
loan. Therefore, it is recommended to HBL, EBL ai@L to follow liberal
lending policy when sensations loan and advancts swifficient guaranty and
implement a sound collection policy including prdaee which rapid
identification of bad debtor loans, immediate cohtaith borrower, continual
follow up and as well as legal procedure if require

» To adopt innovative approach to bank marketing

In the light of growing competition in the bankisgctor, the business of the
bank should be customer oriented. Marketing isféec®ve tool to attract and
retain the customers. Without effective marketingtegy any one be along
behind in today’s competitive environment. Differanarketing techniques
like advertisement through audio-visual, publishezb site, documentary etc.
are flowed. Similarly, draw attentions of custom#mough new technologies
like, E-banking, increase investment through thé@de international banking

network should be introduced.
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» Toextend branchesall over the country

HMG/N has also encouraged the joint venture banksxpand banking service
in rural areas and communities without making uafable impact in their

profit. Therefore, all banks are recommended toaadptheir branch and
providing banking service and facilities to thealuareas and communities to

accelerate the economic development of the country.

26



