
INVESTMENT POLICY OF COMMERCIAL BANKS
(A Comparative Study of NABIL Bank & Standard Chartered Bank Ltd.)

By
TILAK RAM KHANAL
Shanker Dev Campus

Campus Roll No.: 071/064
T.U. Regd. No.: 7-1-278-904-2002

2nd Year Exam Symbol No.: 391509

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 (MBS)

Kathmandu, Nepal
July 2011



RECOMMENDATION

This is to certify that the thesis

Submitted by:

TILAK RAM KHANAL

Entitled:

INVESTMENT POLICY OF COMMERCIAL BANKS
(A Comparative Study of NABIL Bank & Standard Chartered Bank Ltd.)

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

the Faculty of Management. This thesis is forwarded for examination.

…………..………..………………… .......…………..……….….……… …………..…………………….

Dr. Shilu Manandhar Bajracharya Prof. Bishweshor Man Shrestha Prof. Dr. Kamal Deep Dhakal

(Thesis Supervisor) (Head, Research Department) (Campus Chief)

…………..………..…………………

Rashmi Rajkarnikar

(Thesis Supervisor)



VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

By

TILAK RAM KHANAL

Entitled:

INVESTMENT POLICY OF COMMERCIAL BANKS
(A Comparative Study of NABIL Bank & Standard Chartered Bank Ltd.)

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 (MBS)

Viva-Voce Committee

Head, Research Department …………………….………

Member (Thesis Supervisor) …………………….………

Member (Thesis Supervisor) …………………….………

Member (External Expert) …………………….………



DECLARATION

I hereby declare that the work reported in this thesis entitled “Investment Policy of

Commercial Banks (A Comparative Study of NABIL Bank & Standard

Chartered Bank Ltd.)” submitted to Office of the Dean, Faculty of Management,

Tribhuvan University, is my original work done in the form of partial fulfillment of

the requirement for the degree of Master of Business Studies (MBS) under the

supervision of Dr. Shilu Manandhar Bajracharya and Rashmi Rajkarnikar of

Shanker Dev Campus, T.U.

..………….….……………………

Tilak Ram Khanal

Shanker Dev Campus

Campus Roll No.: 071/064

T.U. Regd. No.: 7-1-278-904-2002

2nd Year Exam Symbol No.: 391509



ACKNOWLEDGEMENTS

First of all, I would like to thank Tribhuvan University for giving chance to

prepare the thesis for a partial requirement to fulfillment of M.B.S. program

held under Tribhuvan University.

I express my profound gratitude to my supervisor Dr. Shilu Manandhar

Bajracharya and Rashmi Rajkarnikar, for their patient and continuous guidance

with valuable comments and kind support to me all way through this thesis.

I also owe an indebtedness to all reputed authors whose writings have provided

me the necessary guidance and invaluable materials for the enrichment of my

research paper in all possible ways. I would like to express my genuine

appreciation to all the staff of Shankar Dev Campus, Central Library staff and

Security Board Library that provide me necessary information and Data. And

also express my gratitude to the staff of various corporate bodies who

bigheartedly made accessible the requisites information.

I offer my deepest gratitude to my parents, specially my Brother Raju Khanal

and Maternal Uncle Maj. Purna Prasad Dhakal for their support and help. I also

express my thanks to all my friends, well wishers and those individual who

helped me in many ways and provided me precious feedback and suggestions

while conducting this study.

Tilak Ram Khanal



TABLE OF CONTENTS

Recommendation

Viva- Voce Sheet

Declaration

Acknowledgement

Table of Contents

List of Tables

List of Figures

Abbreviations

Page No.

CHAPTER- I INTRODUCTION

1.1 General Background of Study 1

1.2 An Introduction to Nabil Bank Ltd and Standard Chartered Bank Nepal Ltd. 5

1.3 Focus of the Study 6

1.4 Statement of the Problem 7

1.5 Objective of the Study 8

1.6 Scope of the Study 9

1.7 Limitations of the Study 9

1.8 Organization of the Study 10

CHAPTER – II REVIEW OF LITERATURE

2.1 Conceptual Framework 11

2.1.1 Evolution of the Banking System in Nepal 17

2.1.2 Types of Banks 18

2.1.3 Definition of Investment 20

2.1.4 Sources of Investment Risk 22

2.1.5 Characteristics of Good Investment Policy 23

2.2 Review of Related Studies 25

2.2.1 Review of Books and Articles 26

2.2.2 Review of Thesis 28

2.3 Justification of the Study 36

2.4 Research Gap 37



CHAPTER – III RESEARCH METHODOLOGY

3.1 Research Design 38

3.2 Population and Sample 38

3.3 Data Collection Procedure 39

3.4 Data Analysis Method 40

3.4.1 Financial Tools 40

3.4.2 Statistical Tools 46

CHAPTER – IV PRESENTATION AND ANALYSIS OF DATA

4.1 Financial Analysis 48

4.1.1. Liquidity Ratios 50

4.1.2. Assets Management Ratio 52

4.1.3. Profitability Ratio 56

4.1.4. Risk Ratio 59

4.1.5. Growth Ratio 61

4.2 Statistical Analysis 65

4.2.1. Co-efficient of Correlation Analysis 65

4.2.2. Trend Analysis and Projection for next five Years 68

4.2.3. Test of Hypothesis 74

4.3 Major Finding 78

CHAPTER –V SUMMARY, CONCLUSION AND

RECOMMENDATION

5.1 Summary 80

5.2 Conclusion 82

5.3 Recommendation 85

Bibliography

Appendices



LIST OF TABLES

Table No. Title

Page No.

4.1 Summaries of Financial Performance 49

4.2 Cash and bank balance to Total Deposit ratio 50

4.3 Investment on Govt. Securities to Current Asset Ratio 51

4.4 Loan and Advances to Current Asset Ratio 52

4.5 Loan and Advance to Total Deposit Ratio 53

4.6 Total Investment to Total Deposit Ratio 53

4.7 Loan & Advances to Total Working Fund Ratio 54

4.8 Investment on Government Securities to Total Working Fund Ratio 55

4.9 Investment on Shares and Debentures to Total Working Fund Ratio 56

4.10 Return on Loan and Advance Ratio 57

4.11 Return on Equity 58

4.12 Total Interest Earned to Total outside Asset Ratio 59

4.13 Liquidity Risk Ratio 60

4.14 Credit Risk Ratio 60

4.15 Growth Ratios of Total Deposits 61

4.16 Growth Ratios of Loan and Advances 62

4.17 Growth Ratios of Total Investment 63

4.18 Growth Ratios of Net Profit 64

4.19 Co-efficient of Correlation between Deposit and Loan and Advances 66

4.20 Co-efficient of Correlation between Deposits and Total Investment 67

4.21 Trend Values of Total Deposit of NABIL and SCBNL 69

4.22 Trend values of Loan and Advances of NABIL and SCBNL 70

4.23 Trend values of Total Investment of NABIL and SCBNL 72

4.24 Trend Values of Net Profit of NABIL and SCBNL 73

4.25 Hypothesis test on Loan & Advances to Total Deposit Ratio 75

4.26 Hypothesis test on Total Investment to Total Deposit Ratio 77



LIST OF FIGURES

Figure No. Title Page No.

4.1 Total Deposit (NABIL & SCBNL) 62

4.2 Total Loan and Advances (NABIL & SCBNL) 63

4.3 Total Investment (NABIL & SCBNL) 64

4.4 Total Net Profit (NABIL & SCBNL) 65

4.5 Trend value of Total Deposit of NABIL & SCBNL 70

4.6 Trend value of Loan and Advances of NABIL & SCBNL 71

4.7 Trend value of Total Investment of NABIL & SCBNL 72

4.8 Trend value of Net Profit of NABIL & SCBNL 74



ABBREVIATIONS

CAPM : Capital Assets Pricing Model

COV : Covariance

CV : Coefficient Variation

EBL : Everest Bank Ltd.

etc : Etcetera

GDP : Gross Domestic Product

Govt. : Government

HBL : Himalayan Bank Ltd.

HBL : Himalayan Bank Ltd.

HMG/N : His Majesty’s Government of Nepal

i.e. : That is

IRR : Interest Rate Risk

JVBs : Joint Venture Banks

NABIL : Nepal Arab Bank Limited

NBBL : Nepal Bangladesh Bank Ltd.

NBBL : Nepal Bangladesh Bank Ltd.

NBL : Nepal Bank Ltd.

NGBL : Nepal Grindlays Bank Ltd.

NGBL : Nepal Grindlays Bank Ltd.

NIBL : Nepal Investment Bank Ltd.

NIDC : Nepal Industrial Development Corporation

NPAs : Non-Performing Assets

NRB : Nepal Rastra Bank

NRB : Nepal Rastra Bank

RBB : Rastriya Banijya Bank

ROA : Return on Asset

RWE : Risk Weighted Assets

S.D. : Standard Deviation

SCBNL : Standard Chartered Bank Nepal Limited

TU : Tribhuvan University


