A COMPARATIVE STUDY ON INVESTMENT
ANALYSIS OFJOINT VENTURE
BANKS IN NEPAL

With Special Reference Of
(Standard Chartered Bank Nepal Limited and Himalayan Bank Limited)

SUBMITTED BY
MANOJ KUMAR SHAINI
SHANKER DEV CAMPUS
T. U. REGD NO: 7-1-304-96-97
CAMPUS ROLL NO: 1688/061

A
Thesis

SUBMITTED TO
OFFICE OF THE DEAN
FACULTY OF MANAGEMENT
TRIBHUVAN UNIVERSITY

IN PARTIAL FULFILLMENT OF THE REQUIREMENTS FOR THE MASTER'S
DEGREE IN BUSINESS STUDIES

KATHMANDU, NEPAL
MAY 2009



RECOMMENDATION

Thisisto certify that thethes's:

Submitted By:
MANOJ KUMAR SAHINI

Entitled
A Comparative Study on | nvestment Analysisof Joint Venture

Banksin Nepal With Special Reference Of
(Standard Chartered Bank Nepal Limited and Himalayan Bank Limited)

Has been prepared as gpproved by this Department in the prescribed format of faculty of
management. Thisthesisisforwarded for examination.

Mr. Rishi Rg Gautam
(Thesis Supervisor) Head of Research Department

DAE: ..o



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the thes's presented
By
MANOJ KUMAR SHAINI

Entitled

A Compar ative Study on Investment Analysisof Joint Venture

Banksin Nepal With Special Reference Of
(Standard Chartered Bank Nepal Limited and Himalayan Bank Limited)

And found the thesisto be the origina work of the student and written according to the
prescribed format. We recommend the thesis to be accepted as partial fulfillment of the
requirementsfor Master'sin Business Studies (M.B.S)

Viva-Voce Committee

Head, Research Department: ...........ccocoveeeeccvncvceenenns

Member (ThesIS SUPEIVISON): ....cceuvvererereeieiesiere e

Member (External EXPert): ......ccoovrennennnrrrse s



DECLARATION

| hereby declare that the work reported in this thesis entitled " A Compar ative Study on
Investment Anaysis of Joint Venture Banks in Nepal , with special reference of
(Standard Chartered Bank Nepal limited and Himalayan Bank Limited)" submitted
to Office of the Dean, faculty of Management, Tribhuvan University ismy original work It
Is done in the form of partid fulfillment of the requirements for the Master Degree in
Business Studies under the supervison and guidance of Lecturer Mr. Rishi Rg Gautam,
Shankerdev Campus, Tribhuvan University.

Researcher

MANOJ KUMAR SHAINI
Shankerdev Campus
Campus Roll N0.1688/061
T.U. Regd.No.7-1-304-96-97



ACKNOWLEDGEMENT

| would like to express my profound gratitude to Lecturer Mr. Rishi Rg Gautam whose
supervison help me extremely by providing vauable time for al sorts of indices,
techniques work from the very beginning to end and enabled me to present this thess in
thisform. His enthusiasm, patience kindness and generosity are ever memorable.

| am very much thankful to Dr. Kama Deep Dhaka (Campus chief) for their kind
cooperation and academic support. | would like to thanks my family members and al my
friendsfor their help and kind cooperation during my post graduate study.

Smilarly, | wish to express my sincere thanks to dl the staffs of the banks, Nepa stock

exchange and security board of Nepa that provided me necessary data and ideas required
for this study.

Thank Y ou.



TABLE OF CONTENTS

RECOMMENDATION
VIVA -VOCE SHEET
DECLARATION
ACKNOWLEDGEMENT
TABLE OF CONTENTS
LIST OF TABLES

LIST OF FIGURESIx

LIST OF ABBREVIATIONS

CHAPTER|: INTRODUCTION

11
12
13
14
15
16
17

Generd Background
Focus of the Study
Statement of the Problem
Objectives of the Study
Significance of the Study
Limitations of the Study
Organization of the Study

CHAPTERII: REVIEW OF LITERATURE

21
2.2
2.3
24
2.5
2.6
2.7
2.8
2.9
2.10

211

Introduction

Conceptud / Theoretical Framework
Review of Sound Investment Decision
Investment Management Functions
Overview of Investment Alternatives
Some Important Terms

An Overview of NRB Rules Regarding Investment of Com Banks
Risk Affection on Investment Policy
Review of Books

Review of Relevant Studies

2.10.1 Review of Article

2.10.2 Review of Dissertations
Research Gap 31

CHAPTERIII: RESEARCH METHODOLOGY

31
3.2
3.3
34

Introduction

Research Design

Nature and Sources of Data

Data Analysis Tools

3.4.1 Financia Toolsand Techniques
34.2 Satidical Tools

CHAPTER IV: DATA PRESENTATION AND ANALYSIS

41

Data Presentation and Analysis

Vi

O~NN~NO DR

9-31

10
12
14
15
16
17
19
20
22
23
26

32-43
32
32

41

44-94



411 Financid Tools 44

4.1.1.1 Analysisof Liquidity Ratios 44

4.1.1.2 Analysis of Assets Management Ratios 51

4.1.1.3 Analysis of Profitability Ratios 57

4.1.1.4 Analysisof Risk Ratios 67

4.1.1.5 Analysis of Growth Ratios 69

412 Satigical Tools 71

4.1.2.1 Coefficient of Correlation Analysis 71

4.1.2.2 Regression Analysis 74

4.1.2.3 Trend Andysis 77

4.1.2.4 Test of Hypothesis 83

4.2  Magor Findings of the Study 89
CHAPTER V: SUMMARY, CONCLUSION

AND RECOMMENDATION 95-101

51 Summary 95

52 Concluson 97

53  Recommendation 98

BIBLIOGRAPHY
APPENDIXES

Vii



LIST OF TABLES

Table No. Page. No
TableNo. 1 Overview of Investment Alternatives 15
TableNo. 2. Current Ratio 45
TableNo.3.  Cash and Bank Balance to Total Deposit Ratio 47
TableNo. 4. Cash and Bank Balance to Current Asset Ratio 48
TableNo. 5. Investment on Government Securitiesto Current Assets Ratio 49
Table No. 6. Loan and Advancesto Totd Assets Ratio 50
TableNo. 7. Loan and Advancesto Totd Deposit Ratio 51
TableNo.8.  Tota Investment to Total Deposit Ratio 53
TableNo. 9. Loan and Advancesto Totd Deposit Ratio %!

TableNo. 10.  Investment on Government Securitiesto Tota Depost Ratio 55
TableNo.11. Investment on Share and Debenturesto Total Deposit Ratio 56

TableNo.12. Loan LossProvison Ratio 57
TableNo.13. Returnon Loan and Advances Ratio 58
TableNo.14. Returnon Tota Deposit Ratio 59
TableNo.15. Returnon Equity Ratio 60
TableNo. 16. Tota Interest Earned to Tota Deposit Ratio 61
TableNo.17. Totd Interest Earned to Totd Operating Income Ratio 62
TableNo. 18. Totd Interest Earned to Total Outside Assets Ratio 63
TableNo.19. Totd Interest Paid to Total Deposit Ratio 64

TableNo.20. Interest Earned on Govt.Security to Tota Interest Income Ratio 65
TableNo.21. Interest Earned on other Incometo Totd interest income

Ratio 66
TableNo.22. Liquidity Risk Ratio 67
TableNo.23. Credit Risk Ratio 68
TableNo.24.  Growth Ratio of Totd Deposit. 69
TableNo.25. Growth Ratio of Total Loan and Advances. 70
TableNo.26. Growth Ratio of Totd Investment 70
TableNo. 27. Growth Ratio of Net Profit 71

TableNo. 28.  Correlation of Coefficient between Deposit and Loan and Advances 72

TableNo.29. Correation of Coefficient between Deposit and Investment 73
TableNo.30. Correlation of Coefficient between deposit and Net Profit 74

TableNo.31. Regresson Analyss between Investment and Net Profit 75
TableNo.32 Regresson Anaysisbetween Tota Deposit and Net Profit 76
TableNo.33. Trend Andysisof Deposit 77
TableNo.34. Trend Andysisof Loan and Advances 79
TableNo.35. Trend Andysisof Investment 80
TableNo.36. Trend Andysisof Net Profit 82

TableNo. 37.  Test of Hypothesis on Loan and Advancesto Total Deposit Ratio84

TableNo.38. Test of hypothesis on Total Interest Earned to Total Working Fund Ratio
86

TableNo.39. Test of Hypothesis of Loan and Advancesto Current Asset Ratio87

viii



LIST OF FIGURES

FigureNo Page No
FigureNo. 1.  Current Ratio on SCBNL and HBL 46
FigureNo. 2.  Investment on Government Securitiesto Current AssetsRatio 50
FigureNo.3.  Loanand Advancesto Tota Deposit Ratio 52
FigureNo.4  Returnson Loan and Advances Ratio 59
FigureNo.5.  Trend vaue of Total Deposit of SCBNL and HBL 78
FigureNo. 6.  Trend value of Loan and Advances of SCBNL and HBL 80
FigureNo. 7.  Trend vaue of Investment of SCBNL and HBL 81
FigureNo.8.  Trend vaue of Net Profit of SCBNL and HBL 83



AD

B.S

C.A.

C. L.

CcV

CBS

COM

DMUs

FY

HBL

JVBs

L/C

LTD

NABIL

NIDC

OBS

P.Er

PVT

ROA

ROE

SD

SCBNL

LIST OF ABBREVIATIONS

: Anno Domini

: Bikram Sambat

- Current Asset

: Current Liabilities

: Coefficient of Variance

: Central Bureau of Statistics
: Commercial

: Decison Making Units

: Fiscal Year

: Himaayan Bank Limited
: Joint Venture Banks

- Letter of Credit

: Limited

: Nabil Bank Limited

: Nepd Industria Devel opment Corporation
: Off Balance Sheet

: Probable Error

: Private

: Return on Assets

- Return on Equity

: Standard Deviation

- Standard Chartered Bank Nepd Limited



