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CHAPTER - ONE 

INTRODUCTION 

1.1 Background of the study 

Financial institution can be considered as the catalyst to the economic growth of a 

country. The development process of a country involves the mobilization and 

deployment of resources. Development of trade, commerce and industry are the prime 

requisite for the attainment of the economic political and social goals. To fulfill the 

purpose of planning, financial functions more often dominate the other functions. 

There is always lack of finance in underdeveloped economy because natural resources 

are either underutilized or utilized in non-productive sectors. Likewise, 

underdeveloped countries are not efficient in mobilization of financial resources. 

Therefore, in these countries for the rapid development of the economy, there should 

be proper mobilization of resources. Due to various difficulties or even ignorance of 

the people, such resources have not been properly utilized. Hoarding could be one of 

the reasons for this. So, financial institutions play a vital role to encourage thrift and 

discourage hoardings by mobilizing the resources and removing the habit of hoarding. 

Banks are the heart of the financial system, they pursue rapid economic growth, 

developing the banking habit among the people, collecting the small-scattered 

resources in one bulk and utilizing them in further productive purposes and rendering 

other valuable services to the country. Thus, this gives the individuals an opportunity 

to borrow funds against future income, which may improve the economic well-being 

of the borrower. 

The growth of banking in Nepal is not so long in comparison with other developing 

countries. Nepal had to wait for a long time to come to the present banking system. 

The development of any countries cannot be image without economic activities. The 

development of banking system is one of the grounds for economic development. 

Therefore, we should take a bank as strong means for the economic development. The 

development of bank is interwoven with the development of a person, a society and a 

nation. It is impossible to fulfill the needs without bank whether it is inside the nation 

or foreign country whether it is individual development or business and whether it is 
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the people or the government. So, to solve the problems relating to economic 

development, developing of banking system is necessary. 

A bank is an institution that accepts deposits of various types, withdrawal by cheque 

and advances loans of different kinds. Bank is a link between collected deposits of its 

depositors with the lending of same to its credit customers. The major income of the 

bank is the difference of spread rate between deposit and lending by which bank 

makes profit and distributes dividend to its stakeholders. It is an institution whose 

debts are widely accepted in settlement of other people’s debts to each other. A well-

developed banking system is a necessary pre-condition for economic development in 

a modern economy. Besides providing financial resources for the growth of 

industrialization, banks can also influence the direction in which these resources are 

to be utilized. The underdeveloped country like Nepal, the banking facilities are 

limited in urban areas and the banking activities are limited mostly to trade and 

commerce and paying little attention to industry and agriculture. Structural as well 

functional reforms in the banking system are needed to perform creative role in under 

developing countries. 

Commercial banks are those, which pool together the saving of the community and 

arrange them for the productive use. They accept deposits from the public and provide 

same deposits to the public as loan and advances. In fact, they circulate the money 

and create credit. The concept of the commercial banks made the economy strong. 

And now it’s playing important role to make country economically strong. According 

to the Black’s law Dictionary “Commercial Bank” means a bank authorized to receive 

both demand and time deposits, to engage in trust services, to issue letter of credit, to 

rent time-deposit boxes, and to provide similar services. Commercial Bank means a 

bank which operates currency, exchanges transactions, accepts deposits, provides 

loan, perform, dealings, relating to commerce except the banks which have been 

specified for the co-operative, agricultural, industry of similar other specific object 

(Bhandari, 2003:5). 

In modern economy, bank plays the vital role for development in every sector from 

our day to day life to big industrial sector. It’s like the relationship between the heart 

and the blood. Banks are to be considered not merely as dealers in money but also the 

leaders in development. They are not only the collector of the country’s wealth but 
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also the resources supplier for economic development. In the 18th and 19th centuries, 

the growth of commercial bank facilitated the occurrence of industrial revolution in 

Europe. Similarly, the economic process development in the present day largely 

depends upon the growth of sound banking system in these economies. 

Integrated and speedy development of the country is possible only when competitive 

banking services reaches the nooks and corners of the country. A commercial bank is 

an institute that offers a broad range of deposit accounts, including checking, savings, 

and time deposits, and extends loans to individuals and businesses. Thus it in engaged 

in capital formation. Commercial banks collets money from those who have surplus 

of it, in the form of deposits, and then lends the same to them who needs it in the form 

of loans and advances. Thus it acts as agent for the flow of capital. 

Asset management, broadly defined, refers to any system whereby things that are of 

value to an entity or group are monitored and maintained. It may apply to both 

tangible assets and to intangible concepts such as intellectual property and goodwill. 

Asset management is a systematic process of operating, maintaining, and upgrading 

assets cost-effectively, (American Associate of State Highway and Transportation 

Officials). Alternative views of asset management in the engineering environment are: 

The practice of managing assets so that the greatest return is achieved (this concept is 

particularly useful for productive assets such as plant and equipment); and the process 

by which built systems of facilities are monitored and maintained, with the objective 

of providing the best possible service to users (appropriate for public infrastructure 

assets). 

Managing a commercial bank is basically the risk management of its assets, mainly its 

Loans & Advances and Investment. Once the lending portfolio is turned into bad 

loans then bank has to suffer not only with deposit management but also in terms of 

provisioning which result into the profitability of the bank. Profitability of the bank 

and even its survival depends upon the risk management. Of course banks are there to 

lend, however banks have to think hundred times before taking lending decision as 

every lending has inherent risk associated with it within the quick time of lending 

decision. They have to ensure that borrowers are and will be able to serve their debt 

obligations in time. Otherwise let the interest, principal amount itself will not return 

back. 

http://en.wikipedia.org/wiki/Intellectual_property
http://en.wikipedia.org/wiki/Goodwill_%28accounting%29
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Banks have to manage their assets in various ways. There is asset selection procedure; 

this is how the banks select its assets. How bank calculate risk associated in any 

lending decision and should also focus on its mitigation. Banks have to lend and also 

make sure that it returns back. To mitigate the risk they also must diversify the risk 

among various borrowers and among various sectors. Also there must be system to 

continuously monitor and evaluate the performance of existing assets. If is any sign of 

sickness is shown remedial action should be taken on time. This will prevent the loan 

default and also will enable bank to make necessary corrections and to take immediate 

actions in the course likely situation arising in loan default. 

1.2 Objective of the Study 

The main objective of this study is to examine the efficiency of the sample banks on 

various asset management practices. The specific objectives are as follows. 

 To explore the structure of assets held by sample banks. 

 To analyze the structure of nonperforming assets of sample banks. 

 To examine the capital adequacy position of sample banks. 

 To explore the earning power efficiency and risk diversification capacity of 

sample banks. 

1.3 Organization of the Study 

This study is dividing into five chapters, each chapter deals with the specific aspects 

of the study which will be as follows. 

Chapter-One: Introduction 

The first chapter deals with the background of the study, profile of sample banks, 

statement of the problems, objectives of the study, significance of the study, 

limitations of the study and organization of the study. 
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Chapter-Two: Review of Literature 

This chapter deals with conceptual framework of study and reviews of major 

empirical work in the area. This study is based on the framework provided by the 

chapter. 

Chapter-Three: Research Methodology 

This chapter carries out research design, nature and source of data, data gathering 

process, population and sample and tools for data analysis. 

Chapter-Four: Presentation & Analysis of Data 

This is the main part of this study. It deals with the empirical analysis of the study. 

Analysis is the systematic and careful examination of available facts so that certain 

conclusion can be drawn and inferences can be made. 

Chapter-Five: Summary, Conclusion & Recommendation  

This chapter is summarizes the whole spectrum of the study. It also offers 

recommendation for the improvement in future.  

Similarly, at the front part of the study table of contents, recommendation sheet, viva 

voice sheet, acknowledgement, list of table and figure and abbreviation are presented 

and bibliography and appendices are presented at the end of the study. 
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CHAPTER - TWO 

REVIEW OF LITERATURE 

This chapter is concerned with review of literature relevant to the topic Assets 

Management Procedure. The purpose of reviewing of literature is to develop some 

expertise in one’s area, to see what new contribution has made and to receive some 

ideas for developing a research design. Thus, previous studies cannot be ignored as 

they provide the foundation of the present study. This chapter highlights the literature 

that is available in concerned subject as to my knowledge, research work, and relevant 

study on this topic, review of journals and articles and review of thesis work 

performed previously. The review of literature has been divided in two categories 

namely conceptual framework, theories related to the topic and review of articles, 

books and master’s level thesis. 

2.1 Conceptual Framework 

2.2 Review of Journal & Articles 

2.3 Review of Previous Thesis 
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CHAPTER - THREE 

RESEARCH METHODOLOGY 

A systematic study needs to follow a proper methodology to achieve pre determine 

objective. Research methodology may be defined as “a systematic process that is 

adopted by the researcher in studying problem with certain objective and view”. In 

other word, research methodology describes the methods and process applied in the 

entire aspect of the study focus of data, data gathering instrument and procedure, data 

tabulating and processing and methods of analysis. It is really a method of critical 

thinking by defined and redefining the problems, formulating hypothesis or suggested 

solution and collecting and organizing and evaluating data, making deduction and 

making conclusions. 

Research methodology is a path from which we can solve research dilemma 

systematically to accomplish the basic objective of the study. It consists of a brief 

explanation of research design, nature and sources of data, method of data collection 

and methods of tools used for analyzing data. 

3.1 Research Design 

A research design is the arrangement of conditions for collection and analysis of data 

that aim to combine relevance to the research purpose with economy in procedure. 

Research design is the plan, structure and strategy of investigation conceived so as to 

obtain answers to research questions and to objective of this study. To achieve the 

objective of this study, descriptive and analytical research design has been used. 

It is the process, which gives us an appropriate way to reach research goal. It includes 

definite procedures and techniques, which guide in sufficient way for analyzing and 

evaluating the study. This study is carried out by using both quantitative and 

qualitative analysis methods. Mostly, secondary data has been used for analysis, but 

the discussion and personal interview with the concerned employees of the selected 

bank is also used for qualitative analysis. Hence, research design of this study is based 

on descriptive and analytical method. 



 

22 

 

3.2 Population and Sample 

The population refers to the industries of the same nature and its services and product 

in general. Thus, total of 32 commercial banks operating in Nepal constitute the 

population of the data and the bank under study constitutes the sample for the study. 

Among them only two banks, i.e. EBL and NSBIBL are selected as the sample banks 

to carry out the study. These two banks are chosen because of similarity between both 

of them. They both started operation in same time, both are the in joint ventures with 

two biggest state owned banks of India and management of both banks are being 

handled by the two largest state owned banks of India viz. State Bank of India and 

Punjab National Bank. 

3.3 Nature and Source of Data 

For the purpose of this study, data are collected mainly from the secondary source. 

The secondary data are based on the second hand information. Secondary data were 

gathered much more quickly than primary. The secondary data is gathered mainly 

from annual reports of the Banks, quarterly financial publications of concerned banks, 

web sites of both banks and web site of NRB. 

3.4 Research Variables  

According to research objectives, to analyze asset management practice of two sample 

banks. Loans & Advances being major asset of the banks mainly figures related to 

loans and advances will be collected. Various ratios NPA percentage, C/D ratio, 

Return on Loans & Advances, Return on Investment, capital adequacy, operating 

expenses to total assets, total income to total assets, staff expenses to total assets, etc 

will be examined. Also some absolute figures and growth percentages is also 

measured.  

3.5 Method of Data Analysis 

Method of data analysis is the raw data processing technique to find out the result for 

making decision. Financial as well as statistical tools are used to analysis of data. 
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3.5.1 Financial Tools 

a. NPA Percentage 

b. Credit Deposit Ratio (CD Ratio) 

c. Return on Loan & Advances (ROLA)  

d. Return on Investment (ROI) 

e. Operating Expenses to Total Assets (OE/TA) 

f. Fixed Asset to Loans & Advances (FA/LA) 

3.5.2 Statistical Tools 

a. Arithmetic Mean or Average 

b. Standerd Deviation 

c. Coefficient of Correlation 

d. Least Square Linear Trend Analysis 

e. Coefficient of Variation 

f. Assessment of the Sample Correlation Coefficient 
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CHAPTER - FOUR 

PRESENTATION AND ANALYSIS OF DATA 

The basic objective of the study has already been mentioned in the first chapter 

‘Introduction’. The researcher already reviewed many important articles in the topic 

of ‘Review of Literature’. In order to achieved these objective, several analytical tools 

and techniques are employed which are defined in the ‘Research Methodology 

Chapter’. Now,  in this chapter, the effort has been made to analyze the assets 

management practice of sample banks and the attitude of management towards the 

optimum utilization of assets. The researcher analysis highly supported by the 

practices of assets management of sample banks. That is why; the researcher have 

taken the data of sample banks for elaboration, explanation and to come to 

conclusion. 

This chapter of data presentation and analysis related to assets management of 

commercial banks begins with analysis different financial ratios. These financial 

indicators of concerned banks are compared with the help of statistical tools viz.  

Mean standard deviation and coefficient of variables which are calculated and 

interpreted. At last, correlation and trend analysis of some specific component has 

been made. The data are also presented in graph. 

4.1 Major Findings 

 The growth rate of EBL during the study period is observed negative despite 

of growth on its loans and advances by amount. NSBIBL is growing at 

increasing loans and advances volume however the growth rate of NSBIBL 

was decreased in the year 2065/066 and 2066/067. Average growth rate of 

EBL during the study period is 26.02% and that of NSBIBL is 21.44%. The 

average growth rate of EBL is higher than average growth rate of NSBIBL. 

 The NPA figure of EBL is always and far lower than that of NSBIBL. 

Average NPA % of EBL during study period is 0.48% which is far lower than 
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that of NSBIBL having 2.47%. During study period variability of NPA% of 

NSBIBL is higher than EBL shown by CV of 49.17% against 61.30% of EBL. 

 EBL has reduced its NPA by 12.46%, 7.31% and 62.97% respectively in the 

year 2063/064, 2065/066 and 2066/067. Similarly, NSBIBL has reduced its 

NPR by 9.22%, 35.32%, 16.08% and 62.54% respectively in the year 

2063/064, 2065/066, 2066/67 and 2067/068.  

 In case of EBL substandard loan is increasing trend except the year 2065/066, 

Doubtful loan is in fluctuating trend it is increasing in 2065/066, 2066/067 and 

decreasing in 2064/065 & 2067/068 than previous year. Similarly, loss loan is 

decreasing trend except the year 2064/065. The restructured of loan is in 

decreasing each fiscal year than previous year over the study period. 

 In case of NSBIBL substandard loan is increasing trend except the year 

2066/067 and 2067/068; Doubtful loan is in decreasing trend except the year 

2064/065. Similarly, loss loan is decreasing trend except the year 2064/065. 

The high amount consists by loss loan each year. The restructured of loan is in 

decreasing each fiscal year than previous year except the year 2066/067. 

 During the study period, average CD ratio of EBL is 76.53% with standard 

deviation of 1.93% and coefficient of variation of 2.52%, the same of NSBIBL 

respectively being 66.90%, 18.09% and 27.44%. NSBIBL is in comfort 

position in terms of liquidity. 

 ROLA of EBL is consistently higher than that of NSBIBL. Only in the year 

2063/064, ROLA of NSBIBL is higher than EBL. However, EBL has 

recovered on year 064/065 and ROLA increased from 6.87% to 7.06%. 

Average ROLA of EBL during study period is 8.73% and that of NSBIBL is 

8.47%. EBL has higher variability in ROLA shown by 23.61% CV against 

20.69% of NSBIBL. 

 The average ROI of EBL during the study period is 4.66% with standard 

deviation of 1.17% and coefficient of variation of 25.14%. NSBIBL has 

average of 2.30%, with standard deviation of 2.30% and CV of 50.18%. ROI 

of EBL is higher than NSBIBL and it has low variability. 
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 In case of OE/TA ratio, average of EBL is 4.72% and of NSBIBL is 4.83%, 

showing higher efficiency of EBL. EBL has higher variability shown by CV 

of 29.56% against 27.55% of NSBIBL during the study period. 

 The average FA/LA ratio of EBL during the study period is 1.59% and of 

NSBIBL is 1.55% showing that NSBIBL is efficiently deploying its fixed 

assets. CV of EBL is 15.24% and of NSBIBL is 34.57% showing higher 

variability on NSBIBL part. 

 The capital adequacy position of both banks as per BASEL I capital adequacy 

norms. Both banks meet the regulatory requirement. NSBIBL is more 

comfortable on capital adequacy on recent years. 

 On total risk weighted exposure, both banks have higher percentage of Credit 

Risk (above 90%) which is normal. Both banks have approximately similar 

percentage of Credit Risk but EBL has lower market risk than that of the 

NSBIBL and NSBIBL has lower operational risk. 

 The values of coefficient of correlation (r) of EBL and NSBIBL are -0.577 and 

-0.958 respectively, which shows that there is a negative correlation between 

LA and NPA. 

 The value of coefficient of determination (r²) is 0.3333 and 0.9180, which 

shows that 33.33% and 91.80% of the total variation in dependent variable 

(NPA) is explained by independent variable (LA). 

 The calculated ‘t’ value of EBL is less than the tabulated value i.e. 1.233 < 

2.201, therefore it reveals that the relationship between LA and NPA is 

insignificant. Similarly, The calculated ‘t’ value of NSBIBL is high than the 

tabulated value i.e. 5.802 > 2.201, therefore it reveals that the relationship 

between LA and NPA is significant. 

 The trend line of NPA is in decreasing trend of both banks. Comparatively, the 

slope of equation of NSBIBL is high and its trend line is sloping downward 

rapidly.  
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CHAPTER - FIVE 

SUMMARY, CONCLUSION AND RECOMENDATIO 

5.1 Summary 

A bank is an institute providing various financial services to its customers. It accepts 

broad range of deposits accounts which includes time deposit, saving deposit and 

checking deposits. The amount received from deposit is being lent to various 

individuals and institutions as loans and advances. The interest rate that is being paid 

to depositors is lower than the interest rate that is being paid by the loans accounts. 

The difference between lending rate and deposit rate is the spread rate which is a 

major source of income for the banks. Besides the spread rate income, banks have 

other income such as fee based income, exchange income etc. Banks act as agent for 

the flow of capital. A well-developed banking system is a necessary pre-condition for 

economic development in a modern economy. Besides providing financial resources 

for the growth of industrialization, banks can also influence the direction in which 

these resources are to be utilized. In modern economy, bank plays the vital role for 

development in every sector from our day to day life to big industrial sector. It’s like 

the relationship between the heart and the blood. Banks are to be considered not 

merely as dealers in money but also the leaders in development. They are not only the 

collector of the country’s wealth but also the resources supplier for economic 

development. In the 18th and 19th centuries, the growth of commercial bank facilitated 

the occurrence of industrial revolution in Europe. Similarly, the economic process 

development in the present day largely depends upon the growth of sound banking 

system in these economies. 

The banks lend the money collected as deposit in which there is obligation of banks to 

pay the interest and principal upon the written demand of its depositors. Hence, the 

lending decision of banks should be effective and efficient so that in bank can manage 

its lending portfolio and can easily fulfill the obligations towards its depositors. In 

case of worst case scenario, when the bank’s lending portfolio is not properly 

managed, that lead to the risk on its assets and hence the not only the banks have to 

suffer in the long run the overall industry also gets suffered. Managing commercial 
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banks means mainly the management of its risk assets i.e. loans and advances. 

Profitability of a bank is mainly depends on the risk management. How the portfolio 

is managed and average yield on its lending portfolio becomes the major for the 

efficiency of bank. Banks have to manage their risky assets in various ways. The bank 

may take the lending decision based on the collateral coverage, credibility of party, 

past business history of party etc. There is asset selection procedure; this is how the 

banks select its assets. How they calculate risk inherent in every assets created and 

ways to mitigate it. Banks have to lend and also make sure that it returns back. To 

mitigate the risk they also must diversify the risk among various borrowers and 

among various sectors. Also there must be system to continuously monitor and 

evaluate the performance of existing assets. If is any sign of sickness is shown 

remedial action should be taken on time. This will prevent the loan default. The banks 

also must have loss absorbing capacity. There must to enough capital to absorb the 

loss before it pass on to the deposit holders. This study intends to dissert the asset 

management practice of two major joint venture banks of Nepal, Everest Bank 

Limited and Nepal SBI Bank Limited. The specific objectives are: (i) to explore the 

structure of assets held by sample banks, (ii) to analyze the structure of 

nonperforming assets of sample banks. (iii) to examine the capital adequacy position 

of sample banks. (iv) to explore the earning power efficiency and risk diversification 

capacity of sample banks. 

In this research study, the various financial tools mainly ratio analysis statistical tools 

like percentage, mean, standard deviation, coefficient of variance is used for the 

purpose of analysis and interpretation of data. The data, which are used in the study, 

are mainly secondary in nature but also primary data in form of questionnaire is used. 

These data are obtained from the annual reports of EBL and NSBIBL from the fiscal 

year 2006/07 to 2010/11. Likewise, the news and journals published in different 

period are also been the great source of data collection. As we know today’s world is 

the world of computer and IT, so internet also has been an effective means of data 

collection. 

Detail analysis asset management practice followed by the banks has been carried out. 

Analysis of figures such as Loan & Advances figures and growth, NPA figures and 

composition, earning capacity, efficiency ratios, capital adequacy, diversification 
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practice and asset selection procedure and post sanction monitoring practice are 

carried out to find the present position of the selected banks. Statistical tools such as 

mean, standard deviation, coefficient of variance have also been used to interpret ate 

the data. 

The study show that EBL is ahead of NSBIBL in many asset management practices 

but NSBIBL is ahead in efficiency and setting up realistic banking norms. 

5.2 Conclusions 

The study led to conclude that the overall performance of both bank is satisfactory. 

Both banks are growing and improving their performance in various asset 

management practices like, curbing NPA, maintaining liquidity enhancing efficiency 

etc. These banks are acting as financial intermediaries, which provide a link between 

borrowers and lenders by mobilizing the scattered funds towards productive 

investment. Both banks are performing satisfactorily and growing with steady pace 

Based on the analysis and findings of the study, the following conclusion can be 

drawn. 

 EBL is better than NSBIBL in many areas, it has higher growth. In fact during 

past 3-4 years EBL has grown rapidly and healthily. EBL is aiming to be 

number 1 bank among private sector banks in near future and it is showing 

traits of the same. EBL’s gross loans and advances have increased in higher 

volume than that of the NSBIBL’s. However, in the last year, the growth of 

NSBIBL is higher than that of EBL despite of lower volume based increment. 

 EBL has better NPA position in volume. The NPA volume of NSBIBL is 

almost three times higher than NPA of EBL. The average NPA percentage of 

EBL is lower than NSBIBL despite of higher gross loans and advances which 

means that EBL has better NPA management. The better NPA management of 

EBL is mainly due to diversified risk portfolio, higher retail lending, and 

better assets selection procedure. 

 EBL has higher yield and higher spread enhancing its profitability. The reason 

behind having higher yield on advances is mainly due to diversified risk 
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portfolio and higher portion on retail lending which has higher rate of return. 

Further, the low cost deposit also has made effect on higher spread and yield. 

 NSBIBL is better than EBL in the efficiency front. It has better mobilized its 

work force and assets to generate business and income. 

 Both the banks have high reliance on interest income. This is the sign of 

traditional banking. Both should focus on other commission and fee based 

non-fund based business. In this regards, EBL is comparatively in better 

position on profitability. EBL has lower interest income and portion of fee 

based income is higher. NSBIBL should focus on fee-based income so that the 

overall profitability will not have negative impact despite of turning of its 

risky assets into doubtful or substandard. 

 EBL has stronger customer base. It is strong in retail lending front where as 

NSBIBL is more strong in corporate lending front. This may be due to fact 

that, from the initial phase EBL stressed in retail front but NSBIBL initially 

tried to do wholesale banking, only later it understood the benefit of retail 

lending. However, NSBIBL also is doing slowly in this front. 

 NSBIBL has more realistic credit standards than EBL. It seems that EBL 

haphazardly sets the credit norms like income requirement, current ratio 

requirement etc. NSBIBL does more study while setting credit norms. 

5.3 Recommendation 

Based on the analysis and findings, the following suggestions (recommendation) can 

be forwarded to overcome weakness, inefficiency and to improve the overall asset 

management practice as well as fund mobilization of EBL and NSBIBL. 

 NSBIBL has more shortcoming than that of the EBL like growth, composition 

of lending portfolio, composition of income, etc. NSBIBL should focus on 

enhancing its comfort liquidity position to loans and advances so that the 

overall profitability would be higher. Further, NSBIBL should focus on fee 

based income so that despite of negative impact on interest recovery, the 

overall profitability will not be affected. To have higher interest spread, 
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NSBIBL should focus on retail and SME loans where there is adequate 

security coverage and higher interest rate. Further, the retail and SME lending 

also enhance the processing fee income to the bank. Despite of having more 

branches network, NSBIBL has lower gross loans and advances. Hence, 

NSBIBL should put remarkable effort to bring out the higher lending portfolio 

for the reason that NSBIBL should have effect action against it. Most of the 

NSBIBL rural branches are focused on privileged services to Ex-Indian army, 

therefore, the branch should be fully fledged providing all the services like 

LC, Guarantee, Remittance etc and equipped with competent, experienced and 

customer friendly manpower. In fact, NSBIBL has moved towards this 

direction.  

 NSBIBL has comparatively lower customer base than that of the EBL. So it 

has to diversify risk among numbers of customers by increasing its customer 

base. This also helps it in increasing business figure in future. As shown by 

lower C/D ratio, NSBIBL should utilize its comfort liquidity position to 

secured lending for the higher interest yield and higher profitability. It also has 

to increase proportion of low cost deposit like Savings account and Current 

Accounts. 

 Both banks have high reliance on interest income comparatively EBL is in 

better position than NSBIBL. The interest income of both bank is hovering 

around 70% to 80%. Interest Income being fund based has high risk. So both 

banks should try to increase its commission income like agency commission, 

remittance etc. This must be focused particularly by NSBIBL. NSBIBL is 

lagging far behind on LC/Guarantee Commission, Service Charge, Renewal 

Fee, Remittance Fee etc. 

 EBL is always lagging behind NSBIBL at efficiency front. It has to train its 

employees, hire more competent man power and avoid duplication in works to 

enhance its per employee business. 

 Performance of EBL in terms of managing NPA is outstanding. NSBIBL to 

learn more from it on this arena. NSBIBL is also gradually decreasing its NPA 

percentage but the same is not sufficient. The volume of NPA if NSBIBL is 
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higher than EBL despite of reducing the NPA percentage. It has to try to curb 

the NPA from its early sign like high utilization of limits, interest suspense, 

overdue TR and overdue installments.  

 EBL is doing traditional banking in its commercial banking segment. Its 

lending is more collateral based and it provides its corporate customers less 

modern banding facilities. EBL to make its staff members more aware about 

banking services to provide it to its customers. 

 Business of NSBIBL is concentrated among some branches, some sectors and 

on corporate lending. It has to diversify its business across many branches, 

many sectors and also increase its retail lending proportion. 

 Both the bank should alert on its assets selection process. As the recent 

banking, incidents are leading some of the banks and financial institutions to 

liquidation. The same should be kept in mind for future.  
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Appendix - I 

Calculation of Growth Percentage of NPA 

Rs. In ‘000000’ 

Fiscal Year 

EBL NSBIBL 

NPA in Rs Growth % NPA in Rs Growth % 

2062/063 129.2 - 505.5 - 

2063/064 113.1 -12.46 458.8 -9.22 

2064/065 127.3 12.56 488.4 6.46 

2065/066 118.0 -7.31 315.9 -35.32 

2066/067 43.7 -62.97 265.1 -16.08 

2067/068 94.1 115.33 99.3 -62.54 

 

Growth % = 
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑌𝑒𝑎𝑟 𝑁𝑃𝐴−𝑃𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝑌𝑒𝑎𝑟 𝑁𝑃𝐴

𝑃𝑟𝑒𝑣𝑖𝑜𝑢𝑠 𝑌𝑒𝑎𝑟 𝑁𝑃𝐴
 × 100 

For the fiscal year 2063/064 of EBL, 

= 
113.1−129.2

129.2
 × 100 = -12.46% 

The same process will be repeated to calculate the other fiscal year growth percentage 

of NPA. 
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Appendix II 

Calculation for Mean Value, & Correlation Between  

LA & NPA of EBL (In ‘00000’) 

Year LA   (X₁) NPA (X₂) x₁=X₁-𝐱̅₁ x₂=X₂-𝐱̅₂ x₁ . x₂ x₁² x₂² 

2063/064 140827 1131 -93586.80 138.60 -12971130.48 8758489134.24 19209.96 

2064/065 188364 1273 -46049.80 280.60 -12921573.88 2120584080.04 78736.36 

2065/066 244696 1180 10282.20 187.60 1928940.72 105723636.84 35193.76 

2066/067 281564 437 47150.20 -555.40 -26187221.08 2223141360.04 308469.16 

2067/068 316618 941 82204.20 -51.40 -4225295.88 6757530497.64 2641.96 

N₁ = 5    

N₂ = 5 

∑ 𝐗₁ 

=1172069 
∑ 𝐗₂ =4962   

∑ 𝐱₁.x₂ =       

-54376280.60 

∑ 𝐱₁²= 

19965468708.8 

∑ 𝐱₂²=  

444251.20 

 

For LA, 

Mean (X̅) = 
∑ X₁

N₁
 =

1172069

5
   = 234413.8 

 

For NPA, 

Mean (X̅) = 
∑ X₂

N₂
 = 

4962

5
   = 992.4 

 

 

Correlation between LA & NPA, 

 (r₁₂) = 
∑ x₁x₂

√∑ x₁
2

 ∑ x₂2
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= 
−54376280.60

√19965468708.8 ×444251.20 
     = -0.577 

     

    

   𝑟² = 0.577² = 0.3333  Or, 33.33% 

 

T-value, 

     t = 
𝑟

√1−𝑟²
 × √𝑛 − 2 

 

 = 
0.577

√1−0.577²
 × √5 − 2    = 1.223 

 

Appendix III 

Calculation for Mean Value, & Correlation Between  

LA & NPA of NSBIBL (In ‘00000’) 

Year LA  (X₁) NPA (X₂) x₁=X₁-𝐱̅₁ x₂=X₂-𝐱̅₂ x₁ . x₂ x₁² x₂² 

2063/064 100,650 4588 -55561 1333 -74062813 3087024721 1776889 

2064/065 127,462 4884 -28749 1629 -46832121 826505001 2653641 

2065/066 156,120 3159 -91 -96 8736 8281 9216 

2066/067 179,636 2651 23425 -604 -14148700 548730625 364816 

2067/068 217,187 993 60976 -2262 -137927712 3718072576 5116644 

N₁ = 5    

N₂ = 5 

∑ 𝐗₁ 

=781055 

∑ 𝐗₂ 

=16275 
  

∑ 𝐱₁.x₂ =       

-272962610 

∑ 𝐱₁²= 

8180341204 

∑ 𝐱₂²=  

9921206 

 

For LA, 
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Mean (X̅) = 
∑ X₁

N₁
 =

781055

5
   = 156211 

 

For NPA, 

Mean (X̅) = 
∑ X₂

N₂
 = 

16275

5
   = 3255 

 

 

Correlation between LA & NPA, 

 (r₁₂) = 
∑ x₁x₂

√∑ x₁
2

 ∑ x₂2

 

 

= 
−272962610

√8180341204 × 9921206 
     = -0.958 

     

    

   𝑟² = 0.958² = 0.9180  Or, 91.80% 

 

T-value, 

     t = 
𝑟

√1−𝑟²
 × √𝑛 − 2 

 

 = 
0.958

√1−0.958²
 × √5 − 2    = 5.802 
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Appendix IV 

Calculation of Trend Value of NPA 

Fiscal 

Year 

t X=t-3 x² EBL (In ‘00000’) NSBIBL (In 

‘00000’) 

Y₁ XY₁ Y₂ XY₂ 

2063/064 1 -2 4 1131 -2262 4588 -9176 

2064/065 2 -1 1 1273 -1273 4884 -4884 

2065/066 3 0 0 1180 0 3159 0 

2066/067 4 1 1 437 437 2651 2651 

2067/068 5 2 4 941 1882 993 1986 

Total 0 10 496.2 -1216 16275 -9423 

Calculation of intercept of 'y' when t = 0 

    a₁ = 
Y₁

N₁
 = 

4962

5
 = 992.4 

    a₂ = 
Y₂

N₂
 = 

16275

5
 = 3255 

Calculation of Slope of Trend Line 

    b₁ = 
XY₁

x²
 = 

−1216

10
 = -121.6 
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    b₂ = 
XY₂

x²
 = 

−9423

10
 = -942.3 

Therefore the trend line equations are: 

    Y₁ = a₁ + b₁ x 

    Y₂ = a₂ + b₂ x 

Appendix V 

Forecasted Value for Next Five Years 

Rs. In ‘00000’ 

Year X EBL  NSBIBL 

Actual 

Value 

Trend Value Actual 

Value 

Trend Value 

2063/64 -2 1131 992.4 – 121.6 × (2)= 1235.6 4588 3255 – 942.3 × (2)=5139.6 

2064/65 -1 1273 992.4 – 121.6 × (1)= 1114.0 4884 3255 – 942.3 × (1)=4197.3 

2065/66 0 1180 992.4 – 121.6 × 0 = 992.4 3159 3255 – 942.3 × 0=3255.0 

2066/67 1 437 992.4 – 121.6 × 1= 870.8 2651 3255 – 942.3 × 1=2312.7 

2067/68 2 941 992.4 – 121.6 × 2 = 749.2 993 3255 – 942.3 × 2=1370.40 

2068/69 3 - 992.4 – 121.6 × 3 = 627.6 - 3255 – 942.3 × 3 = 428.1 

2069/70 4 -   992.4 – 121.6 × 4 = 506.0 - 3255 – 943.3 × 4 = (514.2) 

Mean (a) 992.4 3255 

Intercept (b) (243.2) (1884.6) 

Y = a + bX Y₁ = 992.4 – 243.2X Y₂ = 3255 – 1884.6 X 

 

 


