
PROFITABILITY ANAKYSIS OF COMMERCIAL BANKS
A CASE STUDY OF

RASTRIYA BANIJAY BANK
AND

NEPAL BANK LIMITED

SUBMITTED BY

INDRA PD. NEPAL

Hari Khetan Multiple
College

Roll No. 06/2062
TU Reg. No. 7-1-2-1495-2000

SUBMITTED TO

Hari Khetan
Multiple College

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirement of the degree of
Masters of Business Studies (MBS)

Birganj, Nepal
August 2009



RECOMMENDATION

This is to certify that this thesis

Submitted by:

Indra Pd. Nepal

Entitled:
PROFITABILITY ANALYSIS OF COMMERCIAL BANK

A CASE STUDY OF
RATRIYA BANIJYA BANK

AND
NEPAL BANK LIMITED

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

___________________________
___________________________
Dipak Kr. Singh Shambhu pd Chaurasiya
(Supervisor) ` Head of Research
Department ……………………….

Dr Bhagwan Pd Yadav
(Campus Chief)



VIVA-VOCE SHEET

We have conducted the viva – voice examination of the thesis presented by

Indra Pd. Nepal

Entitled:
PROFITABITITY ANALTSIS OF COMMERCIAL BANK

A CASE STUDY OF
RASTRIYA BANIJYA BANK

AND
NEPAL 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 for

the Degree of Master in Business Studies (M.B.S)

Viva – Voce Committee

Head, Research Department ___________________________

Member (Thesis Supervisor) ___________________________

Member (External Expert) ___________________________



DECLARATION

I hereby declare that the thesis work entitled “Profitability Analysis of

Commercial Bank" (A case study of Rastriya Banijya Bank and Nepal

Bank Limited) submitted to Hari Khetan Multiple college, Faculty of

Management, Tribhuwan University, is my original work done in the

form of partial fulfillment of the requirement of the Degree of Master

Studies (M.B.S) under the supervision of Mr. Dipak Kr. Singh lecturer of

Hari Khetan Multiple college, Birgunj , Nepal .

Date : _____________ ________________

Indra Pd. Nepal

Researcher

Harikhetan Multiple Collage

Roll No: 06/2062



ACKNOWLEDGMENT

This thesis has been prepared for the partial fulfillment of requirement of the Degree

of Master of Business studies (M.B.S). This study shows the profitability position of

Rastriya Banijya Bank and Nepal Bank Limited . All the available data has been

incorporated at suitable place by using the tables and graphs.

I would like to express my enormous gratitude to my respect supervisor Mr. Dipak
Kr. Singh for his constructive guidance and valuable suggestions without which this

work not have been completed . His guidance and help has been a great source of

encouragement and inspiration to me  .

I extend my sincere thanks to Mr. Dhruba P. Bhandari, the staff member of Rastriya

Banijya Bankm, Head Office, Kathmandu and Mr. Babu Kaji Dongol, the staff

member of Nepal Bank Ltd., Head Office, Kathmandu for me necessary information

without which the field report would have been incomplete .

I found myself indebted to my friends Mr Dhanraj Upreti, Miss Pushpa Uprety, Mr.

Parmananda Kushuwa & Narayan Pd. Sharma  for their valuable helps and

suggestions and continuously supported and encouraged me in course of preparing

this thesis .

Finally, I would like to express my thanks to my family members and colleagues for

their co-operations, suggestions, ideas which helped me to complete this dissertation

.

Date: ____________________

_______________

Indra Pd. Nepal

Jhapa, Nepal



TABLE OF CONTENTS

RECOMMENDATION
VIVA VOCE SHEET
DECELERATION
ACKNOWLEDGEMENT
TABLE OF CONTENTS
LIST OF TABLES
LIST OF CHARTS
ABBREVIATION

CHAPTER – I

INTRODUCTION.................................................................................................. 1-10
1. General Background .................................................................................... 1

1.1. Commercial Banks ............................................................................... 3
1.2. Functions of Commercial Bank........................................................... 3
1.3. Role of Commercial Bank.................................................................... 4
1.4. Brief Introduction of Nepal Bank Limited......................................... 5
1.5. Brief introduction of Rastriya Banijaya Bank................................... 5
1.6. Statement of the Problem..................................................................... 6
1.7. Focus of the Study ................................................................................ 8
1.8. Objective of the Study .......................................................................... 8
1.9. Significance of the Study...................................................................... 8
1.10. Limitation of The Study....................................................................... 9
1.11. Organization of the Study.................................................................... 10

CHAPTER – II

REVIEW OF LITERATURE............................................................................... 11-45
2. Conceptual Framework............................................................................... 11

2.1 Profit & Profitability............................................................................ 11
2.2 Meaning of Profit.................................................................................. 13
2.3 Theories of Profit .................................................................................. 15
2.4 Need for Profit ...................................................................................... 16
2.5 Profitability of Commercial Bank....................................................... 17
2.6 Liquidity ................................................................................................ 18
2.7 Trade off Between Profitability and Liquidity .................................. 19
2.8 Financial Statement of a Commercial Bank ...................................... 20

2.8.1 Balance Sheet............................................................................ 20
2.8.2 Profit & Loss Account ............................................................. 25

2.9 Review of the Related Studies ................................................................... 29
2.9.1 Review of Journals................................................................... 29
2.9.2 Review of Articles.................................................................... 31
2.9.3 Review of the Previous Thesis ............................................... 33

2.10. Research Gap ............................................................................................ 45



CHAPTER – III

RESEARCH METHODOLOGY ......................................................................... 46-50
3. Research methodology............................................................................... 46

3.1 Research Design .................................................................................... 46
3.2 Source of Data ...................................................................................... 46
3.3 Population and Sample........................................................................ 46
3.4 Data Processing .................................................................................... 48
3.5 Method of Data Presentation and Analysis ....................................... 48
3.6 Analysis of Data.................................................................................... 48

3.6.1 Financial Tools .......................................................................... 48
3.6.1.1 Ratio Analysis............................................................................ 48
3.6.1.2 Profitability Ratios.................................................................... 49
3.6.1.3 Income Expenses Analysis......................................................... 50
3.6.2 Statistical Tools ........................................................................... 50

CHAPTER – IV

4. Presentation and analysis of data............................................................... 51-72
4.1 Profitability Ratio..................................................................................... 51

4.1.1 Net Profit Margin............................................................................. 51
4.1.2 Return on Total Assets (ROTA) .................................................... 52
4.1.3 Return on Equity (ROE) ................................................................ 53
4.1.4 Return on Capital Employed (ROCE).......................................... 54
4.1.5 Operating Efficiency Ratio............................................................. 55
4.1.6 Net Interest Margin ........................................................................ 57
4.1.7 Interest Payout Ration.................................................................... 58
4.1.8 Net Operating Margin .................................................................... 59

4.2 Income Expenses Analysis ....................................................................... 61
4.2.1 Interest Income to Total Income .................................................... 61
4.2.2 Fee and Commission Income to Total Income .............................. 62
4.2.3 Foreign Exchange Income to Total Income................................... 63
4.2.4 Interest Expenses to Total Operating Expenses............................ 64
4.2.5 Staff Expenses to Total Operating Expenses................................. 66
4.2.6 Office Operating Expenses to Total Expenses............................... 67

4.3 Statistical Analysis .................................................................................... 68
4.3.1 Trend Analysis of Net Profit and

Projection for Next 5 years............................................................. 68
4.4 Findings...................................................................................................... 70

CHAPTER – V

5 SUMMARY, CONCLUSION AND RECOMMENDATION................ 70-76
5.1 Summary .................................................................................................... 73
5.2 Conclusion.................................................................................................. 76
5.3 Recommendation....................................................................................... 76

BIBLIOGRAPHY

ANNEX



LIST OF TABLES

Table No.

4.1 Net Profit Margin...........................................................................51

4.2 Return on Total Assets ..................................................................53

4.3 Return an Equity............................................................................54

4.4 Return on Capital Employed ........................................................55

4.5 Operating Efficiency Ratio............................................................56

4.6 Net Interest Margin .......................................................................57

4.7 Interest Payout Ratio.....................................................................59

4.8 Net Operating Margin ...................................................................60

4.9 Interest Income to Total Income ..................................................61

4.10 Fees and Commission to Total Income ......................................62

4.11 Foreign Exchange Income to Total Income............................... 64

4.12 Interest Expenses to Total Operating Expense .........................65

4.13 Staff Expenses to Total Operating Expense ..............................66

4.14 Office Operating Expenses to Total Expense ...........................67

4.15 Trend Value of Net Profit of RBB and NBL .............................69



LIST OF CHARTS

Chart No.

4.1. Net Profit Margin ............................................................................... 52

4.2. Return on Total Assets....................................................................... 53

4.3. Return an Equity................................................................................ 54

4.4. Return on Capital Employed............................................................. 55

4.5. Operating Efficiency Ratio ................................................................ 56

4.6. Net Interest Margin............................................................................ 58

4.7. Interest Payout Ratio ......................................................................... 59

4.8. Net Operating Margin........................................................................ 60

4.9. Interest Income to Total Income....................................................... 61

4.10. Fees and Commission to Total Income............................................. 63

4.11. Foreign Exchange Income to Total Income ..................................... 64

4.12. Interest Expenses to Total Operating Expense................................ 65

4.13. Staff Expenses to Total Operating Expense..................................... 66

4.14. Office Operating Expenses to Total Expense .................................. 68

4.15. Trend Value of Net Profit of RBB and NBL.................................... 69



ABBREVIATION

A.D Anno Domini

ATM Automated Teller Machine

B.S Bikram Sambat

C.V Coefficient of Variation

DFID Department for International Development

DPS Dividend per Share

EBL Everest Bank Limited

EPS Earning Per Share

FSPR Financial Sector Reform Program

F.Y Fiscal Year

G.D.P Gross Domestic Product

HBL Himalayan Bank Limited

HMG/N His majesty Government / Nepal

JVB Joint Venture Bank

L/C Letter of Credit

LDO Loan, Discount and Overdraft

NB Bank Nepal Bangladesh Bank

NBL Nepal Bank Limited

NIBL Nepal Investment Bank Limited

NGO Non Government Organization

NPA Non Performing Assets

NRB Nepal Rastra Bank

RBB Rastriya Banijya Bank

ROCE Return on Capital Employed

ROE Return on Equity

SCBNL Standard Chartered Bank Nepal Limited


