
A COMPARATIVE STUDY ON INVESTMENT POLICY OF
JOINT VENTURE BANKS IN NEPAL

(NABIL, SCBNL and HBL)

SUBMITTED BY
RUPAK DANGOL

CENTRAL DEPARTMENT OF MANAGEMENT
T. U. REGD NO: 2207-92

CAMPUS ROLL NO: 364- 061/063
EXAM ROLL NO: 2728

A
Thesis

SUBMITTED TO
OFFICE OF THE DEAN

FACULTY OF MANAGEMENT
TRIBHUVAN UNIVERSITY

IN PARTIAL FULFILLMENT OF THE REQUIREMENTS FOR THE MASTER'S
DEGREE IN BUSINESS STUDIES

KIRTIPUR, KATHMANDU
JULY 2009



RECOMMENDATION

This is to certify that the thesis:

Submitted By:
Rupak Dangol

Entitled
"A Comparative Study on Investment Policy of

The Commercial Banks in Nepal

(Nabil Bank Limited, Standard Chartered Bank Nepal Limited and Himalayan
Bank Limited)"

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

___________________ ___________________ ___________________
Prof. Dr. Jaya Krishna Pathak Prof. Dr. Jaya Krishna Pathak Prof. Dr. Dev Raj Adhikari

(Thesis Supervisor) (Chairman Person) (Head)
Central Department Research Committee Central Department

of Management Central Department of Management
T. U. Kirtipur of Management T. U. Kirtipur

T. U. Kirtipur

Date: ..................................



VIVA-VOCE SHEET

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

Entitled
A Comparative Study on Investment Policy of

The Commercial Banks in Nepal

(Nabil Bank Limited , Standard Chartered Bank Nepal Limited and Himalayan
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
of the requirements for Master's in Business Studies (M.B.S)

Viva-Voce Committee

Chairperson, Research Committee: ...........................................

Member (Thesis Supervisor): ...........................................

Member (External Expert): ...........................................

Member (Central Department of Management): ...........................................

Date: .......................................



TRIBHUVAN UNIVERSITY
CENTRAL DEPARTMENT OF MANAGEMENT

KIRTIPUR, KATHMANDU
NEPAL

DECLARATION

I hereby declare that the work reported in this thesis entitled "A Comparative

Study on Investment Policy of Commercial Banks in Nepal (Nabil, SCBNL

and HBL)" submitted to the Central Department of Management, Tribhuvan

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

requirements for the Master Degree in Business Studies under the supervision

and guidance of Prof. Dr. Jaya Krishna Pathak of Central Department of

Management, Tribhuvan University.

Date:
_____________________

Rupak Dangol
Researcher



ACKNOWLEDGEMENT

I would like to express my profound gratitude to Prof. Dr. Dev Raj Adhikari,
Head, Central Department of Management and Prof. Dr. Jaya Krishna Pathak
whose supervision help me extremely by providing valuable time for all sorts
of indices, techniques work from the very beginning to end and enabled me to
present this thesis in this form. His enthusiasm, patience kindness and
generosity are ever memorable.
I am very much thankful to Mr. Rishi Raj Dawadi and Mr. Mukunda Prasad
Rimal, chief administrator for their kind cooperation. I would also like to
extend special thanks to all my friends for their help and kind cooperation
during my post graduate study.
Similarly, I wish to express my sincere thanks to the staffs of the banks, Nepal
stock exchange and security board of Nepal for provided me necessary data and
ideas required for this study.
I am also deeply indebt ness to all reputed authors whose writing has provided
me necessary guidelines and invaluable materials for enrichment of my paper
in all possible most. My heart felt thanks to my parents Mr. Kaji Bahadur
Dangil & Mrs. Pun Maya Dangol and lovely wife and daughter, other family
members who have enriched my knowledge and encouraged me in all my
academic endeavors.
Last but not least, my sincere thank goes out to all respected teachers, friends,
and all other colleagues and assistances who have directly or indirectly
attributed their effort to help me to accomplish my study.

July, 2009 Rupak Dangol



TABLE OF CONTENTS

RECOMMENDATION
VIVA -VOCE SHEET
DECLARATION
ACKNOWLEDGEMENT i
TABLE OF CONTENTS ii
LIST OF TABLES iii-iv
LIST OF FIGURES v

LIST OF ABBREVIATIONS vi

CHAPTER I: INTRODUCTION 1-9
1.1 General Background 1

1.1.1 Commercial Banking in Nepal 1
1.1.2 Investment policy of commercial banks 2
1.1.3 Importance of Investment policy to JVC banks 2

1.2 Focus of the Study 3
1.3 Statement of the Problem 6
1.4 Objectives of the Study 7
1.5 Significance of the Study 8
1.6 Limitations of the Study 8
1.7 Organization of the Study 9

CHAPTER II: REVIEW OF LITERATURE 10-23
2.1 Conceptual / Theoretical Framework 10
2.1.1 Features of Sound Investment Decision 11
2.1.2 NRB Directives 13
2.2 Review of relevant Studies 15

2.2.1 Review of Articles / Journals 15
2.2.2 Review of Dissertations 19

2.3 Research Gap 22

CHAPTER III: RESEARCH METHODOLOGY 24-29
3.1 Research Design 24
3.2 Population and Sample 24
3.3 Nature and Sources of Data 26
3.4 Data Analysis Tools 26

3.4.1 Financial Tools and Techniques 26
3.4.2 Statistical Tools 29



CHAPTER IV: DATA PRESENTATION AND ANALYSIS 30-101
4.1 Financial Tools 30

4.1.1 Analysis of Liquidity Ratios 30
4.1.2 Analysis of Assets Management Ratios 38
4.1.3 Analysis of Profitability Ratios 46
4.1.4 Analysis of Risk Ratios 55
4.1.5 Analysis of Growth Ratios 59

4.2 Statistical Tools 61
4.2.1 Coefficient of Correlation Analysis 62
4.2.2 Trend Analysis 70
4.2.3 Test of Hypothesis 76

4.3 Major Findings of the Study 93

CHAPTER V: SUMMARY, CONCLUSION
AND RECOMMENDATION 102-107

5.1 Summary and Conclusion 102
5.2 Recommendation 105

BIBLIOGRAPHY
APPENDIXES



LIST OF TABLES

Table No.3.1 List of Commercial Banks 25
Table No. 4.1 Current Ratio 31
Table No. 4.2 Cash and Bank Balance to Total Deposit Ratio 32
Table No. 4.3 Cash and Bank Balance to Current Asset Ratio 34
Table No. 4.4 Investment on Government Securities to Current Assets Ratio 35
Table No. 4.5 Loan and Advances to Current Assets Ratio 37
Table No. 4.6 Loan and Advances to Total Deposit Ratio 38
Table No. 4.7 Total Investment to Total Deposit Ratio 40
Table No. 4.8 Loan and Advances to Total Working Fund Ratio 41
Table No. 4.9 Investment on Government Securities to Total Working Fund

Ratio 42
Table No. 4.10 Investment in Share and Debentures to Total Working Fund

Ratio 43
Table No. 4.11 Total OBS Operation to Loan and Advances Ratio 44
Table No. 4.12 Loan Loss Ratio 45
Table No. 4.13 Return on Loan and Advances Ratio 47
Table No. 4.14 Return on Total Working Fund Ratio 48
Table No. 4.15 Return on Equity Ratio 50
Table No. 4.16 Total Interest Earned to Total Working Fund Ratio 51
Table No. 4.17 Total Interest Earned to Total Operating Income Ratio 52
Table No. 4.18 Total Interest Earned to Total Outside Assets Ratio 53
Table No. 4.19 Total Interest Paid to Total Working Fund Ratio 54
Table No. 4.20 Liquidity Risk Ratio 56
Table No. 4.21 Credit Risk Ratio 57
Table No. 4.22 Capital Risk Ratio 58
Table No. 4.23 Growth Ratio of Total Deposit 59
Table No. 4.24 Growth Ratio of Total Loan and Advances 60
Table No. 4.25 Growth Ratio of Total Investment 60
Table No. 4.26 Growth Ratio of Net Profit 61
Table No. 4.27 Correlation of Coefficient between Deposits and Loan &

Advances 63
Table No. 4.28 Correlation of Coefficient between Total Deposit and Total

Investments 64
Table No. 4.29 Correlation of Coefficient between Deposit and Net Profit 65
Table No. 4.30 Correlation of Coefficient between Deposit & Interest Earned 67
Table No. 4.31 Correlation of Coefficient between Loan & Advances and

Interest Paid 68
Table No. 4.32 Correlation of Coefficient between Total Working Fund and

Net Profit 69
Table No. 4.33 Trend Analysis of Deposit 71
Table No. 4.34 Trend Analysis of Loan and Advances 72
Table No. 4.35 Trend Analysis of Investment 74
Table No. 4.36 Trend Analysis of Net Profit 75



Table No. 4.37 Test of Hypothesis on Loan and Advances to Total Deposit
Ratio 77

Table No. 4.38 Test of Hypothesis on Total Investment to Total Deposit Ratio 80
Table No. 4.39 Test of Hypothesis on Return on Loan and Advances Ratio 82
Table No. 4.40 Test of hypothesis on Total Interest Earned to Total Working

Fund Ratio 85
Table No. 4.41 Test of Hypothesis of Cash and Bank Balance to Current Asset

Ratio 88
Table No. 4.42 Test of Hypothesis of Loan and Advances to Current Asset

Ratio 91

LIST OF FIGURES

Figure No. 4.1 Investment on Government Securities to Current Assets Ratio 36
Figure No. 4.2 Loan and Advances to Total Deposit Ratio 39
Figure No. 4.3 Returns on Loan and Advances Ratio 48
Figure No. 4.4 Trend value of Total Deposit of NABL, SCBNL and HBL 72
Figure No. 4.5 Trend value of Loan and Advances of NABIL, SCBNL and

HBL 73
Figure No. 4.6 Trend value of Investment of NABIL,SCBNL and HBL 74
Figure No. 4.7 Trend value of Net Profit of NABIL, SCBNL and HBL 76



LIST OF ABBREVIATIONS

A.D : Anno Domini
B.S : Bikram Sambat
C. A. : Current Asset
C. L. : Current Liabilities
C.V : Coefficient of Variance
CBS : Central Bureau of Statistics
COM : Commercial
DMUs : Decision Making Units
F/Y : Fiscal Year
HBL : Himalayan Bank Limited
JVBs : Joint Venture Banks
L/C : Letter of Credit
LTD : Limited
NABIL : Nabil Bank Limited
NIDC : Nepal Industrial Development Corporation
OBS : Off Balance Sheet
P.Er : Probable Error
PVT : Private
ROA : Return on Assets
ROE : Return on Equity
S.D : Standard Deviation
SCBNL : Standard Chartered Bank Nepal Limited


