T3AONNHA d3IXSVYHE — d3LINIT NANVINHLY X 40 MNVA ANV d3LIANIT YNV LS3H3IAT 40 ADITTO0d AN3IAIAIA NO AANLS V

A STUDY ON DIVIDEND POLICY OF

EVEREST BANK LIMITED AND BANK OF KATHMANDU LIMITED

Submitted By:
BHASKER DHUNGEL
Shanker Dev Campus

Campus Roll No. 1376/059
T.U. Registration No. 5-1-33-324-96

A THESIS

Submitted to:
Office of the Dean
Faculty of Management

Tribhuvan University

In partial fulfillment of the requirement for the Degree of
MASTER OF BUSINESS STUDIES (M.B.S.)

Putalisadak, Kathmandu
March 2009



RECOMMENDATION

Thisisto certify that the thesis:

Submitted by

Bhasker Dhungel

Entitled

A Study on Dividend Poalicy of
Everest Bank Limited and Bank of Kathmandu Limited

has been prepared as approved by this department in the prescribed format of

the faculty of management. Thisthesisis forwarded for examination.

Ruchila Pandey Dr. Kamal Deep Dhakal
Assistant Campus Chief Campus Chief
Thesis Supervisor Shanker Dev Campus

Snehalata K afle
A ssociate Professor

Thesis Supervisor



VIVA -VOCE SHEET

We have conducted the viva-voce examination of the thesis presented by

Bhasker Dhungel

Entitled

A Study on Dividend Policy of
Everest Bank Limited and Bank of Kathmandu 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 requirement for the Degree of

Master of Business Studies (M .B.S)

Viva - Voce Committee

Head of Research Committee e

Member (Thesis Supervisor) e

Member (Thesis Supervisor) e

Member( External Expert) e



DECLARATION

| hereby declare that this thesis entitled “A Study on Dividend Policy of Everest
Bank Limited and Bank of Kathmandu Limited” submitted to the office of
dean, faculty of management, Tribhuvan University is my original research work
which is prepared as the partia fulfillment of the requirement for Degree of
Master of Business Studies (M.B.S) under the guidance and supervision of Mrs.
Ruchila Pandey and Mrs. Snehalata Kafle, Thesis Supervisors, Shanker Dev
Campus, T.U.

Bhasker Dhungel

Resear cher

Roll No. 1376/059

Shanker Dev Campus

T.U. Regd. No. 5-1-33-324-96

Date: March , 2009



ACKNOWLEDGEMENT

| am pleased to present this dissertation for the partial fulfillment of the
requirement for the Degree of Master in Business Studies (M.B.S), which could
enhance the capabilities of studentsin the field of research work.

| am highly grateful and indebted to my honorable supervisor Mrs. Ruchila
Pandey, Assistant Campus Chief and Mrs. Snehalata K afle, Associate Professor,
Shanker Dev Campus for their guidance, encouragement and possible help in the
smooth conduct of this study. | would also like to thank Professor Bishweshor
Man Shrestha, Head of the Research Department, Shanker Dev Campus for his
encouragement, inspiration, valuable comments and special guidance on the
preparation of this study. Thanks are also due to Tribhuvan University for
providing opportunity to conduct this research and the staff of Everest Bank
Limited and Bank of Kathmandu Limited for providing necessary data and

information without which the completion of dissertation could be impossible.

| extend my warm thanks to my family member and my friends for their

continuous inspiration and support during the entire period of the study.

Finally | would like to express a warm regard to the entire concerned person who
helped and directed me for the successful completion of my Thesis.

Bhasker Dhungel
MBS

Shanker Dev Campus



TABLE OF CONTENTS

Recommendation
Viva-Voce Sheet
Declaration
Acknowledgement
Table of contents
List of Tables

List of Figures

List of Abbreviations

CHAPTER |: INTRODUCTION
1.1 Background of the Study
1.1.1 History of Banksin Nepal
1.2 Statement of the Problem
1.3 Objectives of the Study
1.4 Significance of the Study
1.5 Limitations of the Study
1.6 Chapter Scheme

CHAPTER II: REVIEW OF LITERATURE
2.1 Conceptual Framework
2.1.1 Concept of Dividend
2.1.2 Conflicting Theories on Dividend
2.1.3 Types of Dividend
2.1.4 Theories of Dividend
2.1.4.1 Residual Theory of Dividends
2.1.4.2 Stability of dividends
2.1.5 Factorsinfluencing dividend policy

2.1.6 Legal provisions regarding dividend practices

Page No.

© © 00 N O W Bk

11
12
14
15
18
18
18
21
26



2.2 Review of Mgor Studies

2.2.1 Lintner's Study

2.2.2 Modigliani and Miller Study

2.2.3 Gordon's Study

2.2.4 Friend and Puckett's Study

2.2.5 Walter's Study

2.2.6 Van Horne And Donald's Study

2.2.7 Chawlaand Srinivasan's Study

2.2.8 Michaely, Thaler & Womack’s Study
2.3 Review of Related studies

2.3.1 Review of Journals and Articles in Nepal ese Perspective

2.3.2 Review of Thesis

CHAPTER I1l: RESEARCH METHODOLOGY
3.1 Introduction
3.2 Research Design
3.3 Sourcesof Data
3.4 Population and Sample
3.5 Period of the study
3.6 Research Tools
3.6.1 Financial Tools
3.6.2 Statistical Tools

CHAPTER IV: DATA PRESENTATION AND ANALYSIS
4.1 Earning Per Share (EPS)

4.2 Dividend per share (DPS)

4.3 Bonus Share Dividend (DP)

4.4 Dividend Payout Ratio (DPR)

4.5 Price Earning Ratio (P/E Ratio)

4.6 Earning Yield Ratio (EY)

g gL

55
55
55
59

67
69
70
72
74
76



4.7 Dividend Yield Ratio (DY) 77
4.8 Market Value per Share (MPS) to Book value per share (BVPS) Ratio 79

4.9 Simple Correlation and Regression Analysis 81

4.9.1 Dividend per Share (DPS) and Earning Per Share (EPS) 81

4.9.1.1 Correlation between DPS and EPS 81

4.9.1.2 Regression Analysis: Dividend per Share (DPS) on 82
Earning Per Share (EPS)

4. 9.2 Average Stock Price (MPS) and Dividend per Share (DPS) 83
4.9.2.1 Correlation between MPS and DPS 83
4.9.2.2 Regression Analysis : Average Stock Price (MPS) 83

on Dividend Per Share (DPS)

4.9.3 Book value per Share (BVPS) and Dividend Per Share (DPS) 84
4.9.3.1 Correlation between BVPS and DPS 84

4.9.3.2 Regression Analysis: Book value per Share (BVPS) on 85

Dividend per Share (DPS)

4.9.4 Earning Yield (EY) and Dividend Yield (DY) 86
4.9.4.1 Correlation between EY and DY 86
4.9.4.2 Regression Analysis : Dividend yield (DY) on 87

Earning yield (EY)

4.9.5 Market Price Per Share (MPS) and Dividend Payout Ratio (DPR) 88
4.9.5.1 Correlation between MPS and DPR 88
4.9.5.2 Regression Analysis : Market Price Per Share (MPS) 89

on Dividend Payout Ratio (DPR)
4.10 Market Price Per Share (MPS) and Earning Per Share (EPS) 90
and Dividend Per Share (DPS)
4.10.1 Multiple Correlations between MPS, EPS and DPS. 90
4.10.2 Multiple Regression Equation: MPS on DPS and EPS 91
4.11 Trend Analysis 92
4.11.1 Trend Analysis of DPS 92

4.11.2 Trend Analysis of DPR 93



4.12 Magjor Findings of the Study 95

CHAPTER V: SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary 97
5.2 Conclusion 98
5.3 Recommendations 99

BIBLIOGRAPHY
APPENDI X



Table No.

4.1
4.2

4.3

4.4
4.5
4.6
4.7
4.8
4.9
4.10
411
4.12
4.13
4.14
4.15
4.16
4.17
4.18
4.19
4.20
4.21
4.22

LIST OF TABLES

Details

Earning Per Share (EPS)
Dividend Per Share

Bonus Share Dividend

DPR Analysis

Price Earning Ratio

EY Analysis

DY Analysis

Analysis of MPS to BVPS Ratio

Correlation Coefficient between DPS and EPS
Regression Analysis of DPS on EPS
Correlation Coefficient between DPS and EPS
Regression Analysis of MPS on DPS
Correlation between BVPS and DPS
Regression Analysis of DPS on BVPS
Correlation between EY and DY

Regression Analysisof DY on EY

Correlation between MPS and DPR
Regression Analysis of MPS on DPR

Multiple Correlations between MPS, EPS and DPS
Multiple Regression Line of MPS on DPS and EPS

Trend Analysis of DPS
Trend Analysis of DPR

Page No.

67
69

71

72
74
76
78
79
81
82
83

85
85
86
87
88
89
90
91
92
94



Figure No.

4.1
4.2
4.3
4.4
4.5
4.6
4.7
4.8
4.9
4.10

LIST OF FIGURES

Details

Earning Per Share

Dividend Per Share

Bonus Share Dividend

Dividend Payout Ratio

Price Earning Ratio

Earning Yield

Dividend Yield

Market price per Share to Book value per Share
Trend Value of DPS

Trend Value of DPR

Page No.

68
70
72
74
75
77
79
80
93
94



B.O.D
BOK
B.S.
BVPS
CBB
Cr
Cov
Ccv
DPR
DPS
DY
EBL
EPS
EY
FIY
INV
JVBS
Ltd.
MPS
MM
NEPSE
No.
NP
NW
PIE
P.E

LIST OF ABBREVIATIONS

Board of Directors
Bank of Kathmandu
Bikram Sambat

Book Value Per Share
Cash and Bank Balance to Current Assets Ratio
Current Ratio
Co-Variance
Coefficient of Variance
Dividend Payout Ratio
Dividend Per Share
Dividend Yield
Everest Bank Limited
Earning Per Share
Earning Yield

Fiscal Year
Investment

Joint Venture Banks
Limited

Market Price Per Share
Modigliani and Miller
Nepal Stock Exchange
Number

Net Profit

Net Worth

Price Earning
Probable Error



