LOAN DISBURSEMENT AND RECOVERY OF JOINT
VENTURE BANKS UNDER NEPAL RASTRA BANK

DIRECTIVES
(A Comparative Study of Everest Bank Limited and Himalayan Bank Limited)

By:

Sharmila Parajuli
Prithivi Narayan Campus
T.U. Regd. No: 7-2-295-119-2003
Roll no: 30/2063

A study submitted to:
Department of Management Research
Faculty of Management
Prithivi Narayan Campus

Tribhuvan University

In Partial fulfillment of the requirements of the degree of
Masters of Business Studies (M.B.S.)

Pokhara
Aug, 2012



RECOMMENDATION

This is to certify that the thesis
Submitted By
Sharmila Parajuli
Entitled
Loan Disbursement and Recovery of Joint Venture Banks under Nepal
Rastra Bank Directives (A Comparative study of Everest Bank Limited and

Himalayan Bank Limited)

has been prepared as approval by this Department in the prescribed format of
Faculty of Management. This thesis is forwarded for examination.

(Dr. Puspa Raj Sharma) (e )

Thesis Supervisor Chair Person, Research Department

Dateroooooeiiiiiiii Date:..coooviiiiiiiiiiii
(e )



VIVA-VOCESHEET
We have concluded the vice-voce examination of the thesis
Submitted by

Sharmila Parajuli

Entitled

Loan Disbursement and Recovery of Joint Venture Banks under Nepal
Rastra Bank Directives (A Comparative study of Everest Bank Limited and
Himalayan Bank Limited)

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 requirements for Master’s Degree of Business Studies (MBS)

Viva-voce Committee

Chairperson, Research Committee

Member (Thesis Supervisor)

Member (External Expert)

Member (External Expert)



ACKNOWLEDGEMENTS

This thesis is prepared to submit as a partial fulfillment for the Master’s of
Business Studies set by T.U. on the topicLoan Disbursement and Recovery of
Joint Venture Banks under Nepal Rastra Bank Directives ( A Comparative
study of Everest Bank Limited and Himalayan Bank Limited). The sole aim of my
study and presentation of this thesis is to impart my knowledge about current
policy of Everest Bank Limited and Himalayan Bank Limited referring to the

current data.

| would like to express my heartiest gratitude and sincere thanks to my thesis
supervisorDr. Puspa Raj Sharma of Prithvi Narayan Campus who encouraged me
from initiation till completion of this task with his scholar guidance and profound

comments and suggestion.

| would like to extend my appreciation to staff of Everest bank Limited and

Himalayan Bank Limited for providing me necessary data.

I am eternally grateful to family and friends for their constant support during the

entire period of study.

Sharmila Parajuli



TABLE OF CONTENTS

Acknowledgements
List of Tables
List of Figures

Chapter

| INTRODUCTION
Background of Study
Statement of the Problem
Obijectives of the Study
Limitation of the Study
Organization of the Study

I REVIEW OF LITERATURE
Conceptual Review
Empirical Review
Research Gap

i RESEARCH METHODOLOGY
Research Design
Population Sample
Source of Data & Collection Procedure
Data Analysis Tools

IV PRESENTATION AND ANALYSIS OF DATA
Data Presentation and Analysis
Major Findings of the Study

\% SUMMARY, CONCLUSION AND RECOMMENDATIONS
Summary
Conclusions

Recommendations

BIBLIOGRAPHY
APPENDICES

Page
1-9

10-42

43-52

53-97

98-104



LIST OF TABLES

Table

2.1 Deprived sectors, lending rate of commercial bank

2.2 Provision for the single borrower credit limit

2.3 Classification of loan and required provision

4.1 Loan and Advances to Total Assets Ratio of EBL

4.2 Loan and Advances to Total Assets Ratio of HBL

4.3 Loan, Advance and Investment to total Deposit Ratio of EBL
4.4 Loan and Advance and Investment to total Deposit Ratio of HBL
4.5 Investment to loan and Advances and Investment Ratio of EBL
4.6 Investment to loan and Advances and Investment Ratio of HBL
4.7 Loans and Advances to Shareholder’s Equity Ratio of EBL

4.8 Loans and Advances to Shareholder’s Equity Ratio of HBL

4.9 Loan Loss Provision to Total loans and advance of EBL

4.10 Loan Loss Provision to Total loans and advance of HBL

4.11 Non —performing Loans to Total Loans and Advances Ratioof EBL

55

4.12 Non —performing Loans to Total Loans and Advances Ratio of HBL

4.13 Interest Income to Total Income Ratio of EBL
4.14 Interest Income to Total Income Ratio of HBL
4.15 Loan and Advance to Total Deposit Ratio of EBL
4.16 Loan and Advance to Total Deposit Ratio of HBL
4.17 Interest income to Interest Expenses Ratio of EBL
4.18 Interest Income to Interest Expenses Ratio of HBL
4.19 Return on Equity of EBL

4.20 Return on Equity of HBL

4.21 Earning Per Share (EPS) of EBL

4.22 Earning Per Share (EPS) of HBL

4.23 Amount of Loan Collected By EBL

4.24 Amount of Loan Collected By HBL

4.25 Correlation between Loans and Advances and Deposits

4.26 Correlation between Loan Loss Provision and Loan and Advances

Page

34
36
37
54

56
57
59
60
61
62
63
64
66
67
68
69
70
71
73
74
76
77
78
79
81
82
85
86



4.27 Correlation between Investment and Loan and Advances

4.28 Correlation between Total Income and Loan and Advances

4.29 Correlation between Shareholder’s Equity and Loan andAdvances
4.30 Correlation between Loan Disbursed and Recovery
4.31Segregation of Loan under different Loan Overhead by EBL
4.32Segregation of Loan under different Loan Overhead byHBL

87
87
88
89
92
93



LIST OF FIGURES

Figure

4.1 Loan and Advance to Total Assets Ratio of EBL

4.2 Loan and Advance to Total Assets Ratio of HBL

4.3 Loan and Advance and Investment to total Deposit Ratio of EBL
4.4 Loan and Advance and Investment to total Deposit Ratio of HBL
4.5 Investment to loan and Advances and Investment Ratio of EBL
4.6 Investment to loan and Advances and Investment Ratio of HBL
4.7 Loans and Advances to Shareholder’s Equity Ratio of EBL

4.8 loans and Advances to Shareholder’s Equity Ratio of HBL

4.9 Loan Loss Provision to Total loans and advance of EBL

4.10 Loan Loss Provision to Total loans and advance of HBL

4.11 Non —performing Loans to Total Loans and Advances Ratio of EBL
4.12 Non —performing Loans to Total Loans and Advances Ratio of HBL
4.13 Interest Income to Total Income Ratio of EBL

4.14 Interest Income to Total Income Ratio of HBL (in million)

4.15 Loan and Advance to Total Deposit Ratio of EBL

4.16 Loan and Advance to Total Deposit Ratio of HBL

4.17 Interest Income to Interest Expenses Ratio of EBL

4.18 Interest Income to Interest Expenses Ratio of HBL

4.19 Return on Equity of EBL

4.20 Return on Equity of HBL

4.21 Earning Per Share (EPS) of EBL

4.22 Earning Per Share (EPS) of HBL

4.23 Amount of Loan Collected By EBL

4.24Amount of Loan Collected By HBL

Page

54
55
57
58
59
60
61
62
64
65
66
67
68
69
71
72
73
74
76
77
79
80
81
82



ABBREVIATIONS

ABBS Anywhere Branch Banking System
ADBL Agriculture Development Bank Limited

ATM Automatic Teller Machine

CRR Cash Reserve Ratio

EBL Everest Bank Limited

EPS Earning Per Share

FDR Fixed Deposit Receipt

F/Y  Fiscal Year

GDP Gross Domestic Product

HBL Himalayan Bank Limited

HMG/N His Majesty’s Government Nepal
L/C  Letter of Credit

Ltd. Limited

NBL Nepal Bank Ltd

NIDC Nepal Industrial Development Corporation Ltd
NRB Nepal Rastra Bank

P.E. Probable Error

‘r’ Coefficient of correlation

RDL Revolving Demand Loan

RBB Rastriya Banijya Bank
STDL Short Term Demand Loan

TU  Tribhuvan University



