
Investment & Liquidity Management of
Insurance Companies in Nepal

A THESIS

Submitted by:

UJINA PRADHAN
Shanker Dev Campus

Roll No: 1872/062
T.U.Registration No: 7-2-421-26-2002

MBS II Year

Submitted to:

Office of the Dean
Faculty of Management
Tribhuvan University

In Partial Fulfillment of the requirements for the Degree of
Masters of Business Studies (M.B.S)

Putalisadak, Kathmandu
May, 2009



RECOMMENDATION

This is to certify that the thesis

Submitted by:

UJINA PRADHAN

Entitled:

"Investment and Liquidity Management of Insurance Companies in Nepal"

Has been prepared as approved by this department in the prescribed format of the
faculty of Management. This thesis is forwarded for examination.

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

Kailash Patindra Amatya Prof.Bishweshor Man Shrestha Prof.Dr.Kamal Deep
Dhakal
(Thesis Supervisor) (Head of Research Department) (Campus Chief)

………………………..
Binita Manandhar
(Thesis Supervisor)



VIVA – VOCE SHEET

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

UJINA PRADHAN

Entitled:
"Investment and Liquidity Management of Insurance Companies in Nepal"

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's in Business Studies (M.B.S.)

Viva- Voce Committee

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

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

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

Member (External Expert)
………………...........…

Date:  …………………………….



DECLARATION

I here by declare that the work reported in this thesis entitled "Investment and
Liquidity Management of Insurance Companies in Nepal" Submitted to
Shanker Dev Campus, Tribhuvan University is my original work done is the
form of partial fulfillment for the requirement of the Master in Business Studies
(M.B.S.) under the supervision of Mr.Kailash Patindra Amatya and Ms.Binita
Manandhar of Shanker Dev Campus.

UJINA PRADHAN
Shanker Dev Campus
T.U. Reg. No. 7-2-421-26-2002



ACKNOWLEDGEMENT

This thesis entitled "Investment and Liquidity Management of
Insurance Companies in Nepal" is prepared in the fulfillment of the
requirements for the Masters Degree of MBS program. It is the result of
cooperation and support of many people.

I would like to express my immense gratitude to the campus library and
the lecturers for providing me all the relevant data and information required for
the study and also the Library of Tribhuvan University for making available all
the important research materials to complete this thesis.

Most importantly, I would like to express my sincere thanks to my thesis
supervisor's Mr.Kailash Patindra Amatya and Ms.Binita Manandhar and the
Head of Research Department Prof. Bishweshor Man Shrestha for providing
suggestion and guidance for preparing this study. Their precious time has
certainly helped me in giving the meaning to my research work.

I would also like to express my appreciation to my husband, my friends
and family members, who has helped me on finishing this thesis and staffs of
the Himalayan General Insurance Company Ltd., United Insurance Company
Ltd., Premiere Insurance Company Ltd., Everest Insurance Company Ltd., and
Neco Insurance Company Ltd. for providing important data and documents for
this thesis work.

UJINA PRADHAN
Shanker Dev Campus
T.U. Reg. No. 7-2-421-26-2002



TABLE OF CONTENTS

Pages

a) Viva – Voce Sheet
b) Recommendation
c) Declaration
d) Acknowledgement
e) Table of Contents
f) List of Tables
g) List of Figures
h) Abbreviations Used

Chapter I: Introduction 1-15

1.1 Background of the Study 1
1.2 Historical Background and recent growth of

Insurance in Nepal 5
1.3 The Development of Insurance 6
1.4 Statement of the Problem 8
1.5 Objectives of the Study 9
1.6 Scope of the Study 10
1.7 Limitations of the Study 10
1.8 Organization of the Study 10
1.9 Principle of Insurance 12

1.9.1 Principle of Co-operation 12
1.9.2 Principle of Probability 13

1.10 Problem of Insurance in Nepal 13

Chapter II: Review of Literature 16-27

2.1 Theoretical Review 16
2.1.1 Investment 16



2.1.2 Liquidity 20
2.1.3 Legislation and regulation relating to insurance

Activities in Nepal 22
2.2 Review of Previous Study 24

2.2.1 Review from Articles 24
2.2.2 Review from Thesis 25

2.3 Research Gap 27

Chapter III: Research Methodology 28-33

3.1 Research Design 28
3.2 Data Collection 28
3.3 Population & Sampling 29
3.4 Method of Analysis 29
3.5 Data Analysis Tools 29

3.5.1 Ratio Analysis 30
3.5.2 Trend Analysis 32
3.5.3 Correlation Co-efficient 32

Chapter IV: Data Presentation and Analysis 34-103

4.1 Total Investment 34
4.2 Investment to Total Assets 44
4.3 Profitability Ratio 58
4.4 Liquidity Ratio 72
4.5 Trend Analysis of Net Profit 83
4.6 Correlation Co-efficient Analysis 94
4.7 Major Findings of the Study 102



Chapter V: Summary, Conclusion and Recommendations 104-108

5.1 Summary 104
5.2 Conclusion 105
5.3 Recommendations 107

Bibliography 109
Thesis 111
Appendix-I 112
Appendix-II 113
Appendix-III 114
Appendix-IV 115
Appendix-V 116
Appendix-VI 117
Appendix-VII 118
Appendix-VIII 119
Appendix-IX 120

Appendix-X 121
Appendix-XI 122
Appendix-XII 123
Appendix-XIII 124
Appendix-XIV 125
Appendix-XV 126
Appendix-XVI 127
Appendix-XVII 128



Appendix-XVIII 129
Appendix-XIX 130
Appendix-XX 131
Appendix-XXI 132



LIST OF THE TABLES

Pages

Table 4.1 : Total Investment of Himalayan General Insurance Company Ltd 34
Table 4.2 : Total Investment of United Insurance Company Ltd 36
Table 4.3 : Total Investment of Everest Insurance Company Ltd 38
Table 4.4 : Total Investment of Premiere Insurance Company Ltd 40
Table 4.5 : Total Investment of Neco Insurance Company Ltd 42
Table 4.6 : Investment to Total Assets of Himalayan General Insurance Company Ltd 44
Table 4.7 : Investment to Total Assets of United Insurance Company Ltd 46
Table 4.8 : Investment to Total Assets of Premiere Insurance Company Ltd 48
Table 4.9 : Investment to Total Assets of Everest Insurance Company Ltd 50
Table 4.10: Investment to Total Assets of Neco Insurance Company Ltd 52
Table 4.11: The Summarized & Comparative table of Investment to Total Assets

Of all companies in different years 54
Table 4.12: Scoring of the sampled companies on its' efficient utilizing of asset to

Increase profitability 56
Table 4.13: Net Income to Total Assets of Himalayan General Insurance Company Ltd 58
Table 4.14: Net Income to Total Assets of United Company Ltd 60
Table 4.15: Net Income to Total Assets of Premiere Company Ltd 62
Table 4.16: Net Income to Total Assets of Everest Company Ltd 64
Table 4.17: Net Income to Total Assets of Neco Company Ltd 66
Table 4.18: The Summarized & Comparative table of Net Income to Total Assets

Of all companies in different years 68
Table 4.19: Scoring of the sampled companies on the basis of ROA 70
Table 4.20: Liquidity Ratio of Himalayan General Insurance Company Ltd 73
Table 4.21: Liquidity Ratio of United Insurance Company Ltd 75
Table 4.22: Liquidity Ratio of Premiere Insurance Company Ltd 77
Table 4.23: Liquidity Ratio of Everest Insurance Company Ltd 79
Table 4.24: Liquidity Ratio of Neco Insurance Company Ltd 81
Table 4.25: Trend Analysis of Profit of Himalayan General Insurance Company Ltd 84
Table 4.26: Trend Analysis of Profit of United Insurance Company Ltd 86
Table 4.27: Trend Analysis of Profit of Premiere Insurance Company Ltd 88
Table 4.28: Trend Analysis of Profit of Everest Insurance Company Ltd 90
Table 4.29: Trend Analysis of Profit of Neco Insurance Company Ltd 92
Table 4.30: Comparative Correlation Coefficient between Total Investments

& Total Assets 96
Table 4.31: Comparative Correlation Coefficient between Total Investments

And Net Premium Collected 98
Table 4.32: Comparative Correlation Coefficient between Total Liquidity

And Net Premium Collected 100



LIST OF FIGURES

Pages

Table 4.1 : Total Investment of Himalayan General Insurance Company Ltd 35
Table 4.2 : Total Investment of United Insurance Company Ltd 37
Table 4.3 : Total Investment of Everest Insurance Company Ltd 39
Table 4.4 : Total Investment of Premiere Insurance Company Ltd 41
Table 4.5 : Total Investment of Neco Insurance Company Ltd 43
Table 4.6 : Investment to Total Assets of Himalayan General Insurance Company Ltd 45
Table 4.7 : Investment to Total Assets of United Insurance Company Ltd 47
Table 4.8 : Investment to Total Assets of Premiere Insurance Company Ltd 49
Table 4.9 : Investment to Total Assets of Everest Insurance Company Ltd 51
Table 4.10: Investment to Total Assets of Neco Insurance Company Ltd 53
Table 4.11: The Summarized & Comparative table of Investment to Total Assets

Of all companies in different years 55
Table 4.12: Scoring of the sampled companies on its' efficient utilizing of asset to

Increase profitability 57
Table 4.13: Net Income to Total Assets of Himalayan General Insurance Company Ltd 59
Table 4.14: Net Income to Total Assets of United Company Ltd 61
Table 4.15: Net Income to Total Assets of Premiere Company Ltd 63
Table 4.16: Net Income to Total Assets of Everest Company Ltd 65
Table 4.17: Net Income to Total Assets of Neco Company Ltd 67
Table 4.18: The Summarized & Comparative table of Net Income to Total Assets

Of all companies in different years 69
Table 4.19: Scoring of the sampled companies on the basis of ROA 71
Table 4.20: Liquidity Ratio of Himalayan General Insurance Company Ltd 74
Table 4.21: Liquidity Ratio of United Insurance Company Ltd 76
Table 4.22: Liquidity Ratio of Premiere Insurance Company Ltd 78
Table 4.23: Liquidity Ratio of Everest Insurance Company Ltd 80
Table 4.24: Liquidity Ratio of Neco Insurance Company Ltd 82
Table 4.25: Trend Analysis of Profit of Himalayan General Insurance Company Ltd 85
Table 4.26: Trend Analysis of Profit of United Insurance Company Ltd 87
Table 4.27: Trend Analysis of Profit of Premiere Insurance Company Ltd 89
Table 4.28: Trend Analysis of Profit of Everest Insurance Company Ltd 91
Table 4.29: Trend Analysis of Profit of Neco Insurance Company Ltd 93
Table 4.30: Comparative Correlation Coefficient between Total Investments

& Total Assets 97
Table 4.31: Comparative Correlation Coefficient between Total Investments

And Net Premium Collected 99
Table 4.32: Comparative Correlation Coefficient between Total Liquidity

And Net Premium Collected 101



ABBREVATION USED

& - And
AD - Christian Era
BS - Bikram Sambat
C.A - Current Assets
C.L - Current Liabilities
Co. - Company
Cov. - Co-variance
Ed. - Edition
Etc. - etcetera
G. - General
i.e. - that is
Ltd. - Limited
NS - Nepal Sarkar
P - page
r - Correlation Coefficient
RBB - Rastriya Banijya Bank
ROA - Return on Assets
T.A. - Total Assets
T.I. - Total Investment
T.L. - Total Liquidity
T.P. - Total Premium
TU - Tribhuvan University
Var - Variance


