
CREDIT MANAGEMENT IN NEPALESE
COMMERCIAL BANKS

By
MIRA THAPA

Shanker Dev Campus
T.U. Regd. No.: 7-1-274-126-99

Campus Roll No. : 950/061

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 (M.B.S)

Kathmandu, Nepal
September, 2009



RECOMMENDATION

This is to certify that the Thesis

Submitted by:

MIRA THAPA

Entitled:

CREDIT MANAGEMENT IN NEPALESE
COMMERCIAL BANKS

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. Bisheshwor Man Shrestha Prof. Dr. Kamal Deep Dhakal

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



VIVA-VOCE SHEET

We have conducted the viva –voce of the thesis presented

by

MIRA THAPA

Entitled:

CREDIT MANAGEMENT IN NEPALESE
COMMERCIAL BANKS

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

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

Viva-Voce Committee

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

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

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



TRIBHUVAN UNIVERSITY

Faculty of Management

Shanker Dev Campus

DECLARATION

I hereby declare that the work reported in this thesis entitled “Credit

Management In Nepalese Commercial Banks” 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 Master’s Degree in Business

Study (M.B.S.) under the supervision of Dr. Shilu Manandhar Bajracharya of

Shanker Dev Campus.

………………………………

MIRA THAPA

Researcher

T.U. Regd. No. : 7-1-274-126-99

Campus Roll No. : 950/061



ACKNOWLEDGMENT

It is really a precious opportunity to the students to experience of thesis writing as

part of the curriculum for MBS of Tribhuvan University as well as practical

experience for future works.

I would like to express my deep gratitude towards my reverent supervisor Dr.

Shilu Manandhar, Bajrachrya for her incisive and constant guidance. It would

not have been possible for me to complete this research work without her guidance

and kind cooperation. Therefore, I owe great debt of gratitude to her.

I also express my sincere thanks to the staffs of library of Shanker Dev Campus,

NABIL Bank  and Investment Bank , whose kind cooperation has made it possible

to complete  the work.

Mira Thapa

Researcher



TABLE OF CONTENTS

Acknowledgment

Table of Contents

List of Tables

List of Figures

Abbreviations

Page No.

CHAPTER – I INTRODUCTION

1.1 Background of the Study 1

1.2 Credit Management 4

1.3 Introduction of Sample Organizations under Study 5

1.4 Statement of the Problem 7

1.5 Objectives of the Study 9

1.6 Significance of the Study 9

1.7 Limitations of the Study 10

1.8 Organization of the Study 10

CHAPTER – II REVIEW OF LITERATURE

2.1 Conceptual Review 12

2.1.1 Financial Analysis 15

2.1.2 Statistical Tools 20

2.2 Factors Affecting Credit Policy 21

2.3 Review of Related Studies 24

2.3.1 Review of Thesis 47

2.4 Research Gap 60



CHAPTER –III RESEARCH METHODOLOGY

3.1 Introduction 62

3.2 Research Design 62

3.3 Sources of Data 63

3.4 Population and Sample 63

3.5 Method of Data Analysis Technique 64

3.5.1 Financial Method 64

3.5.1.1 Credit Practices Ratios 64

3.5.1.2 Credit Efficiency Ratios 66

3.5.2 Statistical Method 68

3.5.2.1 Arithmetic Mean (Average) 69

3.5.2.2 Correlation 69

3.5.2.3 Co-efficient of Determination 70

CHAPTER – IV DATA PRESENTATION AND ANLYSIS

4.1 Comparative Financial Condition of Selected

Nepalese Commercial Banks 71

4.1.1 Comparative Credit Practices in NABIL Bank and

Investment Bank Limited 72

4.1.2 Comparative Credit Efficiency in NABIL Bank and

Investment Bank 80

4.2 Relationship of Loans and Net Profit 88

4.3 Relationship of Loans and Non-Performing Loans 90

4.4 Major Findings of the Study 91

CHAPTER –V SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Summary 95

5.2 Conclusion 98



5.3 Recommendations 98

Bibliography

Annex



LIST OF TABLES

Table No. Title Page No.

4.1 Total Loans to Deposit Ratio 72

4.2 Interest Income to Loan and Advances 74

4.3 Non-Performing Loan to Total Loan and Advances 75

4.4 Loans and Advances to Total Assets Ratio 76

4.5 Loan and Advances to Current Assets Ratio 77

4.6 Loan Loss Provision to Total Loan & Advances 79

4.7 Total Asset to Total Liabilities Ratio 80

4.8 Interest Expenses to Total Deposit Ratio 81

4.9 Interest Expenses to Total Expenses Ratio 82

4.10 Non-Interest Bearing Deposits to Total Deposit Ratio 83

4.11 Interest Income to Total Income Ratio 84

4.12 Interest from Loan, Advances and Overdraft to Total

Interest Income Ratio 86

4.13 Interest Suspense to Interest Income from Loans and Advances Ratio 87

4.14 Relationship of Loans and Net Profit IN NABIL: Correlation Matrix 88

4.15 Relation of Loans and Net Profit in INBL:-Correlation Matrix 89

4.16 Relationship between Loans and Non- Performing Loan in NABIL: -

Correlation Matrix 90

4.17 Relationship between Loans & Non- Performing Loan in NIBL:-

Correlation Matrix 91



LIST OF FIGURES

Figure No. Title Page No.

4.1 Total Loans to Deposit Ratio 73

4.2 Interest Income to Loan and Advances 74

4.3 Non-Performing Loan to Total Loan and Advances 75

4.4 Loans and Advances to Total Assets Ratio 76

4.5 Loan and Advances to Current Assets Ratio 78

4.6 Loan Loss Provision to Total Loan & Advances 79

4.7 Total Asset to Total Liabilities Ratio 80

4.8 Interest Expenses to Total Deposit Ratio 81

4.9 Interest Expenses to Total Expenses Ratio 82

4.10 Non-Interest Bearing Deposits to Total Deposit Ratio 83

4.11 Interest Income to Total Income Ratio 85

4.12 Interest from Loan, Advances and Overdraft to

Total Interest Income Ratio 86

4.13 Interest Suspense to Interest Income from Loans and Advances Ratio 87


