FINANCIAL PERFORMANCE ANALY SIS OF
NIC BANK LTD.IN THE FRAMEWORK OF CAMEL

A Thesis Submitted By:

Suman Dahal
Shankar Dev Campus

T.U. Registration Number: 7-2-278-1089-2001
CampusRoll No: 593/061

To:

Faculty of M anagement

Shankar Dev Campus
Kathmandu, Nepal

In partial fulfillment of the requirements of the degree of
Master of Business Studies (M.B.S.)

Kathmandu
December 2009



RECOMMENDATION

Thisisto certify that thethesis:

Submitted by

Suman Dahal

Entitled

Financial Performance Analysis of NI C Bank Ltd. in the Framework of CAMEL

Has been prepared as approved by this Department in the prescribed
Format of
Faculty of Management. Thisthesisisforwarded for examination.

Supervisor Head of Research Chief Campus Chief
Reader, Ruchila Pandey Prof. Bisheshwor Man Shrestha Prof. Dr. Kamal Deep Dhakal



VIVA-VOCE SHEET

We have conducted the viva-voce examination of the
Thesis presented by

Suman Dahal
Entitled

Financial Performance Analysis of NI C Bank Ltd. in the Framework of CAMEL

And found thethesisto betheoriginal work of the student and
Written according to the prescribed format. We recommend the thesis
To be accepted as partial fulfillment of the requirementsfor
Master's Degreein Business Studies (M .B.S.)

Viva-Voce Committee

Chairperson, Research COmMMITIEE: ... .. c.uiriieie it e e e e e e e e e e e e aenaas

MemDBEr (TNESIS SUPEIVISOI): ... ettt et et et e e e e e e e et et e e e eaeeaeeaaen s

Member (EXTernal @XPerT): ... e e et e e et e e e e e



DECLARATION

| hereby declare that the thesis entitled Financial Performance Analysis of NIC
Bank Ltd in The Frame Work of CAMEL submitted to the Office of the Dean,
faculty of Management, Tribhuwan University, is my original work done in the form
of partial fulfillment of the requirement for the Master of Business Studies (M.B.S))
under the supervision of Mrs Ruchila Pandey, Reader of Shanker Dev Campus.

Suman Dahal

T.U. Registration No.7-2-278-1089-
2001

Campus Roll No. 593/061



ACKNOWLEDGEMENTS

This thesis report on Financia Performance Analysis of Nepal Industrial & Commercial Bank Ltd (NIC
Bank Ltd) in the Framework of CAMEL is prepared to fulfill the partia requirements of the degree of
MBS and is aso intended to disseminate the results of the research work, as well as other research activities
contained in the report, to all the concerned. Relevant international and domestic research papers,
dissertations and articles are referred and reviewed and the views expressed herein the research outcome,
are based on publicly available data and are those of mine and do not necessarily reflect the officia views

of the study unit.

| would like to express sincere gratitude to Mrs. Ruchila Pandey, Reader, Shanker Dev Campus whose

valuable guidance is on the top to bring this thesis to an end.
| express my sincere thanks to staffs of Nepal Industrial & Commercial Bank Ltd for providing necessary
information and materials. | gratefully acknowledge the members of Shankerdev Campus, who provided the

grant to make the thesis report possible.

Finaly, | would like to thank Mr. Surgj Dahal and Mrs. Sabina Adhikari for their sincere co-operation.

Suman Dahal



Chapter I:

Chapter 11:

Chapter 111:

Chapter 1V:

Chapter V:

Content

INTRODUCTION
Background

Focus of the Study
Statement of the Problem
Objectives of the Study
Significance of the Study
Limitations of the Study
Organization of the Study

REVIEW OF LITERATURE
Conceptua Framework
Review of Related Thesis

RESEARCH METHODOLOGY
Research Design
Sources and Nature of Data
Selection of Study Unit
Data Collection Procedure
Data Processing Procedure
Method of Data Analysis
Limitations of the Methodology

PRESENTATION AND ANALYSISOF DATA
Data Presentation and Analysis
Magjor Findings of the Study

SUMMARY, CONCLUSIONSAND
RECOMMENDATIONS

Summary

Conclusions

Recommendations

BIBLIOGRAPHY
APPENDICES

&
>

OO RBRNNER PR

43-51

PRREREEE

72-78
72
74
75



Table
1.1
4.1
4.2
4.3
4.4
45
4.6
4.7
4.8
4.9
4.10
411
412
413
4.14
4.15
4.16
4.17

LIST OF TABLES

Growth rate for six years

Capital Adequacy Ratio

Core Capital Adequacy Ratio

Supplementary Capital Adequacy Ratio

Past Due Loansto Total Loans
Substandard/Doubtful/Loss Loan to Total Loan
Provision for Substandard Loan to Total Substandard Loan
Provision for Doubtful Loan to Total Doubtful Loan
Provision for Loss Loan to Total Loss Loan

Total Expensesto Total Income Ratio

Earning Per Employee

Net Income to Total Assets

Ratio of Net Earnings to Core Capital

Net Spread

Net Interest Margin

Loan to Deposit Ratio

NRB Balance to Total Deposit

Cashin vault to Total Deposit Ratio

Page

53
54
56
57
58
59
60
61
62
63
64
64
65
66
67
68
68



LIST OF FIGURES

Figure

4.1  Comparing Risk Based Capital Adequacy Ratio with NRB Standard
4.2  Comparing Risk Based Core Capital Adequacy Ratio with NRB

4.3  Comparing Supplementary Capital Adequacy Ratio with NRB standard
44  Past Due Loan to Total Loan

45  Provision for Sub standard loan to total Sub standard loan

4.6  Provision for Doubtful loan to total loan

4.7  Provision for loss loan to total loss loan

Page

53
55
56
57
59
60
61



ABBREVIATIONS

ABBS Anywhere Branch Banking Service
ADB Asian Development Bank

ATM Automated Teller Machine

BEP Break Even Point

CcC Cash Credit

CCAR Core Capital Adequacy Ratio

CRR Cash Reserve Ratio

EPS Earning Per Share

FCY Foreign Currency

FD Fixed Deposit

Fl Financial Institution

FY Fiscal Year

GBP Great Britain Pound

JvB Joint Venture Bank

LC Letter of Credit

NICBL Nepal Industrial & Commercial Bank Ltd
NPA Non-Performing Assets

NRB Nepa Rastra Bank

NSBL Nepal SBI Bank Limited

OBC Outward Bills Collection

OBS Off Balance Sheet

oD Overdraft

SCR Supplementary Capital Ratio
SWIFT Society for Worldwide Inter-Bank Financial Telecommunication

TT Telex Transfer



