A STUDY ON
CREDIT MANAGEMENT OF NABIL BANK LIMITED

BY:
DINESH CHOUDHARY
Roll No. 18 /061/62
T.U. Regd. No.
Central Department of Management (T.U.)
Kirtipur, Kathmandu

Submitted to:
Office of the Dean
Faculty of Management

Tribhuvan University

In partial fulfillment of the requirements for the degree of
Master of Business Studies (M.B. S.)
Kathmandu
April, 2012



RECOMMENDATION
Thisisto certify that the thesis:

Submitted by:
DINESH CHOUDHARY

Entitled:
A STUDY ON CREDIT MANAGEMENT OF NABIL BANK LIMITED

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

Faculty of Management. Thisthesisis forwarded for examination.

Prof. Dr. Bal Krishna Shrestha Prof. Dr. Dev Rg) Adhikari
(Thesis Supervisor/ Chair person of Research Committee) (Head of Department)



VIVA -VOCE SHEET

We have conducted the viva-voce of the thesis

Submitted by:
DINESH CHOUDHARY

Entitled:
A STUDY ON CREDIT MANAGEMENT OF NABIL BANK LIMITED

And found the thesis to be the origina work of the student written according to the
prescribed format. We recommend the thesis to be accepted as partial fulfillment of the
requirements for

Master’s Degree in Business Studies (M.B.S.)

Viva-Voce Committee
Chairperson, Research Department ...,
Member (TheSISSUPEIVISOr) e e e e e e e
Member (External EXPert) e

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



DECLARATION

| hereby declare that the thesis entitled “A STUDY ON CREDIT MANAGEMENT OF
NABIL BANK LIMITED” has been submitted to Central Department of Management,
Tribhuvan University is my own created work reported in the form of partial
fulfillment of the requirement of Master's of Business studies (M.B.S.) course under
the guidance of respected teacher supervisor Prof. Dr. Bal Krishna Shrestha lecturer of

Central Department of Management, Kirtipur.

Dinesh Chaudhary
Researcher



ACKNOWLEDGEMENT

The entitled thesis A STUDY ON CREDIT MANAGEMENT OF NABIL BANK
LIMITED has been prepared for the partial fulfillment of the requirement of Master’s
Degree of Business Studies (M.B.S) under the Faculty of Management, Tribhuvan
University, is based on research models involving the use of quantitative as well as

gualitative aspect of credit management.

| wish to extend my deep sense of indebtedness to Professor Dr. Bal Krishna Shrestha, my
thesis supervisor, who provided me vauable guidelines, insightful comments,
encouragement and generous treatment to complete this thesis. Thiswork has been come out
in the present form with his inspiration, valuable suggestions, and guidelines. Similarly, |

also extremely indebted to all the teachers and library staff of Central Department of

Management, who help me in my research study.

| aso acknowledge all of my friends for their help in different ways. | am greatly thankful to
the staff of concern bank for providing required data during the research period. | would like
to offer sincere thank to Mr Ram Limbu for computer typing and valuabl e advice during my
work. Lastly, | would like to express my sincere gratitude to all the staff of concern banks

for their Co-operation and help through out the preparation of the research.

| hope the possible errors would be covered by the subsequent studies in this field in the

future.

Dinesh Chaudhary



TABLE OF CONTENTS

Recommendation
Viva-Voce sheet
Declaration
Acknowledgement
Table of Content
List of table

List of figure
Abbreviation

CHAPTER - |

INTRODUCTION

1.1 Background of the Study

1.1.1. Origin of Bank in Nepal

1.1.2 Introduction of Nabil Bank Limited
1.2. Statement of the Problem

1.3. Objectives of the Study

1.4. Significance of the Study

1.5. Limitation of the Study

1.6. Organization of the Study

CHAPTER - 11

REVIEW OF LITERATURE

2.1 Theoretical /Conceptual Review
2.1.1 Concept of Commercial Bank
2.1.2 Functions of Commercial Banks
2.1.3 Concept of Credit

2.1.4 Types of Credit

2.1.5 Objectives of the Sound Credit Policy

Page No

13
13
13
14
15
16
19



2.1.6 Lending Criteria

2.1.7 Features of Sound lending Policy
2.1.8 Principle of Credit Policy

2.1.9 Lending / Credit process

2.1.10 Right of Commercial Banks against Breach of Lending Agreement

2.2 Review of NRB Directives
2.3 Review of Related Studies
2.4 Review of Previous Research Works

2.5 Research Gap

CHAPTER - Il

RESEARCH METHODOLOGY
3.1 Introduction

3.2 Research Design

3.3 Population and Sample

3.4 Nature and Sources of data
3.5 Data Collecting Procedures
3.6 Method of Data Analysis Technique
3.6.1 Financial Tools

3.6.1.1 Ratio Analysis

3.6.2 Statistical Tools

CHAPTER - IV

DATA PRESENTATION AND ANALY SIS
4.1 Introduction

4.2 Financial Statement Analysis

4.2.1. Liquidity Ratio

4.2.2 Assets Management Ratio

4.2.3. Leverage Ratio

4.2.4 Profitability Ratio

4.2.5 Lending Efficiency Ratio

19
20
22
24
25
29
35
38
48

48
49
49
49
50
50
50
51
51
59

62
62
62
62
68
74
78
87



4.3 Statistical Analysis 92

4.3.1 Correlation Coefficient 92
4.3.2 Time Series Analysis (Trend Analysis) 96
4.4 Mgor Finding of the Study 104
CHAPTER-V

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS 109
5.1 Summary 109
5.2 Conclusions 110
5.3 Recommendations 113
Bibliography

Appendix



LIST OF TABLE

Table No 2.1 Maintenance Minimum Capital Fund

Table No 2.2 General Loan Loss Provision

Table No 2.3 Loan Loss Provision Policy

Table No 2.4 Loss Loan Provision for Priority Sector Lending
Table No 4.1 Current Assets to Current Liability Ratio

Table N0 4.2 Cash and Bank Balance to Total Deposit ratio

Table No 4.3 Cash and Bank Balance to Current Deposit Ratio
Table No 4.4 Cash and Bank balance to interest sensitive deposit Ratio
Table No 4.5 Credit and Advances to Fixed Deposit Ratio

Table No 4.6 Credit and Advances to Total Deposit Ratio

Table No 4.7 Credit and Advances to Total Assets

Table No 4.8 Non-performing assets to Total Assetsratio

Table No 4.9 Total Debt to Equity Ratio

Table No 4.10 Total Debt to Total Assets

Table No 4.11 Total Assetsto Net Worth

Table No 4.12 Net Profit to Gross Income Ratio

Table No 4.13 Interest Incometo Total Income Ratio

Table No 4.14 Operating profit to Loan and advances Ratio

Table No 4.15 Return on Loan and Advances Ratio

Table N0 4.16 Net profit to Total Assets

Table No 4.17 Earnings per Share

Table No 4.18 Price Earnings Ratio

Table No 4.19 Loan Loss Provision to Total Loan and Advances Ratio
Table No 4.20 Non-Performing Loan to Total credit and Advances
Table No 4.21 Interest Expensesto Total Deposit Ratio

Table No 4.22 Correlation between Deposit and Loan and Advances
Table No 4.23 Correlation between loan and advance and total Asset

Table No 4.24 Coefficient of correlation between deposit and Investment

Table No 4.25 Correlation between Loan and advance and Net profit

Page No
30
31
33

63

66
67
69
70
71
73
75
76
77
79
80
81
83

85
86
88
89
91
93
94
95
96



Table N0 4.26 Trend Analysis of Total Deposit 97
Table N0 4.27 Trend Analysis of Loan and Advance 99
Table N0 4.28 Trend Analysis of Total investment 101
Table No 4.29 Trend Analysis of Net profit 103



LIST OF FIGURE

Figure No. 4.1 Current Assets to Current Liability Ratio

Figure No. 4.2 Cash and Bank Balance to Total Deposit ratio
Figure No 4.3 Cash and Bank Balance to Current Deposit Ratio
Figure No 4.4 Cash and Bank balance to interest sensitive deposit Ratio
Figure No 4.5 Credit and Advances to Fixed Deposit Ratio

Figure No 4.6 Credit and Advances to Total Deposit Ratio

Figure No 4.7 Credit and Advances to Total Assets

Figure No 4.8 Non-performing assets to Total Assetsratio

Figure No 4.9 Total Debt to Equity Ratio

Figure No 4.10 Total Debt to Total Asset

Figure No 4.11 Total Assetsto Net Worth

Figure No. 4.12 Net Profit to Gross Income Ratio

Figure No. 4.13 Interest Income to Total Income Ratio

Figure No. 4.14 Operating profit to Loan and advances Ratio
Figure No. 4.15 Return on Loan and Advances Ratio

Figure No 4.16 Net profit to Total Assets

Figure No. 17 Earnings per Share

Figure No 4.18 Price Earnings Ratio

Figure No 4.19 Loan Loss Provision to Total Loan and Advances Ratio
Figure No 4.20 Non-Performing Loan to Total credit and Advances
Figure No 4.21 Interest Expensesto Total Deposit Ratio

Figure No 4.22 Trend line of Total Deposit

Figure No 4.23 Trend line of Loan and Advance

Figure No 4.24 Trend line of Total investment

Figure No 4.25 Trend line of Net profit

Page No

65
66
68
69
71
72
74
75
77
78
79
81
82
83

86
87
89
90
91
98
100
102
104



